Baird & Company
CPAs, LLC

Memo

To: Augusta Board of Commissioners
From: Internal Audit Department

Date: November 9, 2006

Re: Augusta Municipal Golf Course

We have conducted an internal audit of the Augusta Municipal Golf Course. The following is a summary of
our procedures, findings, and recommendations.

Personnel

Procedures:
We met with various members of the staff of the Augusta Municipal Golf Course to determine the procedures

in place to operate the faciity. We reviewed procedures in the areas of cash handling, inventory control,
purchasing, sales, rentals and leases, and reporting.

Finding 1:
The current personnel are either not familiar with or fail to follow the written policies and procedures of the City
of Augusta and the Recreation Department.

Recommendation:;

All personnel should be provided with copies of the existing policies and procedures. Management should
insure that all personnel understand that the policies and procedures are to be followed without exception. In
addition, written policies and procedures that relate specifically to operations at the Golf Course should be
developed and distributed to all personnel.

Finding 2:
The current personnel are not well trained in the operation of the computer and the computerized point of sale
system. Personnel were unable to print reports from the system and did not utilize many of the functions

contained in the current system.

Recommendation:
All office personnel should be well versed in operating the computer system. Training should be provided so
that the computerized system is utilized to the full extent possible to alleviate the need for manual schedules

and reports whenever possible.

Inventory

Procedure:
We inquired of management as to the handling of inventory for the pro shop and the lounge at the Golf
Course. We were told that no inventories had been taken. Employees either did not understand that there



was a perpetual inventory system on the computer or did not relay that information to us. Employees were
not able to produce reports from the system for us. Baird's auditors were able to print inventory reports from
the computer. We assisted the Golf Course staff in taking a physical inventory of the pro shop and compared
the physical inventory to the perpetual inventory from the system. We reviewed the purchase orders
processed for the Golf Course and the payments made to vendors for purchases by the Golf Course. We
also reviewed the purchases from the major vendors for the Golf Course.

Finding 3:

The perpetual inventory system contained in the point of sale system is not being utilized properly. All
purchases have not been input into the system. Sales are recorded haphazardly using any key which results
in the wrong inventory account being reduced.

Finding 4:
Items were listed on the perpetual inventory that were not found in our physical inventory and could not be
located on any subsequent sales tickets. This verifies that inventory is not adequately controlled.

Finding 5:
ltems that were counted in our physical inventory are no longer located in the pro shop and could not be
located on any subsequent sales tickets. This verifies that inventory is not adequately controlled.

Finding 6:

All purchases are not being made in accordance with the City's purchasing guidelines. We noted several
purchases that were made without purchase orders.  Purchase orders were requested several months later
in order to be able to pay the vendors. Some of the items purchased without purchase orders could not be
located either in the inventory or in the sales receipts.

Finding 7:

The Golf Course employees were not following the guidelines for Sam’s purchases that were distributed by
the Purchasing Department. We noted that a Sam'’s card had been obtained for the Golf Course with Guy S.
T. Reid as the primary card holder and Karen Prince as the secondary.

Recommendations:

All purchases should be input into the computer immediately upon receipt. If properiy utilized, the system will
automatically remove iterms from the inventory when a sale is recorded. Al sales should be charged to the
correct inventory account. Employees should be trained in the operation of the system and any problems with
the operation of the system should be reported immediately.

A physical inventory should be taken periodically and compared to the perpetual inventory to insure that all
items are accounted for. Any discrepancies should be investigated and explained and the appropriate
adjustment made to the perpetual inventory system. Any missing inventery should be reported to the Director
of the Recreation Department and appropriate action taken to adequately secure inventory.

All personnel should abide by the current City purchasing policies and procedures. Any problems should be
communicated to management so that a workable solution can be identified within the applicable policies.

Sales and Cash Handling

Procedures:

We discussed the recording of sales and cash handling policies and procedures with management. We
traced daily sales summaries to the pre-numbered deposit receipts and to the subsequent bank deposits. We
reviewed the procedures for processing credit card sales. We compared the time between the receipt of cash
and the deposit to the bank account. We counted the petty cash and unreimbursed petty cash receipts and
compared to the amount recorded on the general ledger. We inquired of management as to the policies and
procedures for making bank deposits.
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Finding 8:

All sales are not receipted in or are not receipted in on a timely basis. Our random sample of daily sales
summaries indicated that the cash received on hand was often in excess of the sales recorded for the day.
We also noted that credit card sales were not always recorded on the day the sale was actually made. There
appears to be no control over cash overages and shortages at the Golf Course.

Finding 9:

Deposits fo the bank were not always made by the following business day as required by the Recreation
Department policies and procedures. We noted some deposits were made as much as 3-4 weeks after the
date of the sale while others were made in a timely manner.

Finding 10:

We noted 3 deposits that could not be traced to the bank account. The sales for one day, March 17, 2006,
were not written up on a pre-numbered deposit ticket. We noted two checks for that day totaling $252.12
were in the file cabinet and had not been endorsed or deposited. The total sales recorded for that day were
$795.62. We also noted that deposits for the days of October 3 and 4 were written up on pre-numbered
deposit tickets but did not appear on the bank statement. These deposits amounted to $1,807.66 and
$1,313.57, respectively.

Finding 11:
Our comparison of the golf carts rented from the tee sheets to the sales sheets indicated that substantially
more golf cart rentals were recorded on the tee sheets than were paid for on the sales shesets.

Finding 12:

The computerized credit card machine became inoperable on September 19, 2006. There have been some
IT problems with getting the system back in operation. During this time, the Golf Course employees were
utlizing the manual credit card machine. The manual system required the employee to make an imprint of
the card, call in for verification and then input the sale into the computer system. Although the system is
slightly more cumbersome, the sales are recorded. Golf Course employees did not call in for verification on
the credit card sales from September 19, 2006 through the end of October and the sales were not recorded.
Once the calls for verification were begun, 32 transactions were declined totaling $1,058.46. As of November
8, 2006, no further attempts had been made to collect the rejected credit card amounts. We were also
informed that the credit card slips were not placed in a secure place at the Golf Shop, but were placed in the
auto of an employee(s) prior to them being verified. We checked the numerical sequence of the credit slips
and found there were various numbers missing.

Finding 13:

The petty cash fund was short by $57.17 from the general ledger amount provided by the Finance Office.
The general ledger amount indicates $179.90 should be in the account. Per our discussions with Donna
Williams, this amount should be $150.

Finding 14:

We noted a payroll check for one of the Golf Course employees in the file cabinet dated March 17, 2006 that
was not cashed. We requested copies of payroll checks for the Golf Course employees and noted several
that were endorsed as being deposited to the City bank account. It appears that payroll checks are being
cashed out of the daily sales.

Recommendations:

Management should require and verify that deposits are made timely. Management should establish and
enforce policies and procedures to insure all sales are recorded to the correct account, on the correct day,
and through the inventory system. Management should adjust the general ledger to the correct amount in
order to maintain proper records. Management should also discuss with Golf Course management the
procedures to replenish petty cash funds. Management should reconcile daily sales of items such as rounds
of golf played and cart rentals from the tee sheets to the register close out sheets.
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We also recommend that no checks of any type be cashed through the register. All checks received through
the register should be for purchases.

Management should establish policies and procedures for possible technology failures, i.e. policies and
procedures for management if credit card machines or if registers malfunction,

Rental of Facilities

Procedures:
We inquired of management as to the procedures for handling rental of the facilities for tournaments and
parties. We reviewed the receipt book for receipts.

Finding 15:
The receipt book skipped from 2002 to the last week of October 2006. No rental contracts were found prior to
October 2006.

Finding 16:
The rental agreement had make checks payable to "Augusta Recreation & Parks Department’ crossed out
and inserted make checks payable o “Augusta Golf Course.”

Recommendation:

Management should utilize the receipt book for all rental deposits. All checks for rental activities should be
made payable to the Augusta Recreation & Parks Department. Contracts for rentals should be forwarded to
the Recreation Department Administrative Office for approval. Rental deposits should be itemized separately
and not combined with sales.

Memberships

Procedures:
We discussed the procedures for handling memberships with management. We reviewed the procedures for
recording payments and verifying existing memberships.

Finding 17:

There is a lack of control over memberships. We were told by some employees that membership cards are
not given to members. However, the Interim Manager informed us that a “card” is given to members that
include the name, type of membership and date. Members are notified through a posting at the course when
membership dues are due and pay on a quarterly basis but no bills are sent to members. VWhen members
come in to play, the employees check the membership book to verify their status and payment. The book
does not always indicate the type of membership held, i.e,, single, family, senior. The book is not always
properly dated to reflect each quarter's payment, nor does the book always have the amount paid posted.

Recommendation:

Management should establish a more concise system to track memberships and payments i.e. provide all
members with membership cards and prepare invoices for each member's quarterly dues.

Cart Lease

Procedure

We inquired of management about the lease for golf carts from EZ Go. We did a physical count of the golf
carts at the course. We subsequently obtained a copy of the lease agreement from EZ Go.
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Finding 18:

The Golf Course lease calls for 55 carts all year and an additional 10 carts available from EZ Go from March
to November upon request. The Golf Course maintains numbered spaces to park golf carts. The numbers
on the spaces coincide with the numbers on the golf carts themselves. We counted 55 carts including 46
carts in the spaces and 9 carts in use on the course. There were also 8 old carts in poor condition.

Beer Sales

Procedure:

We reviewed copies of invoices for beer purchases from December 1, 2005 until October 31, 2006 and
then reviewed monthly summary sales reports to determine the beer sales recorded. We were able to
compute the quantity of beer expected to be on hand for our inventory count on November 2, 2008.

Finding 19:
Qur procedures indicate that a substantial amount of beer is unaccounted for either in sales or inventory.

Recommendation:

An inventory of beer should be performed at least monthly. The inventory system used in the Pro Shop
should also be used for beer. Purchases should be entered into the inventory system, sales correctly
recorded and physical inventory taken and compared to perpetual inventory records.

Gift Certificates

Procedures:
We discussed the procedures for issuing, tracking and redeeming gift certificates with Golf Course
employees. We then examined a grouping of carbon copies of issued certificates.

Finding 20:
There is a lack of control over gift certificates. No system is in place to track issued and unredeemed
certificates. Sequentially numbered certificates are available but not issued in order.

Recommendation:
All gift certificates issued should be tracked to determine those outstanding and those being redeemed.
Certificates should also be issued in sequential order to facilitate the tracking process.

Rain Checks

Procedures:
We discussed the procedures for issuing, tracking and redeeming rain checks.

Finding 21:
There is a lack of control over rain checks. No system is in place to track issued and unredeemed rain
checks. Sequentially numbered rain checks were not available.

Recommendation:

All rain checks issued should be tracked to determine those outstanding and those being redeemed.
Sequentially numbered receipts should be used to improve controls.

Sales Tax Reports

Procedure:
We reviewed copies of the January through August sales tax returns for the Golf Course for 2008.
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