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August 29, 2013 
 
 
 
Anne I. Woosley, Ph. D., Executive Director 
Arizona Historical Society 
 
 
We have performed a procedural review of the Arizona Historical Society’s internal controls in effect as of 
February 28, 2013. Our review consisted primarily of inquiries, observations, and selected tests of internal 
control policies and procedures, accounting records, and related documents. The review was more limited 
than would be necessary to give an opinion on internal controls. Accordingly, we do not express an 
opinion on the effectiveness of internal controls or ensure that all deficiencies in internal controls are 
disclosed. 
 
Specifically, we reviewed cash receipts, cash disbursements, purchasing, payroll, journal entries, 
transfers, capital assets, collection items, and compliance with Arizona Revised Statutes. 
 
As a result of our review, we noted certain deficiencies in internal controls that the Society’s management 
should correct to ensure that it fulfills its responsibility to establish and maintain adequate internal controls. 
Our findings and recommendations concerning these deficiencies are described in the accompanying 
summary. 
 
The Office of the Auditor General is also conducting a performance audit and sunset review of the Arizona 
Historical Society. The results of that audit will be issued on a subsequent date. 
 
This report is intended solely for the information and use of the Society and is not intended to be and 
should not be used by anyone other than the specified party. However, this report is a matter of public 
record, and its distribution is not limited. 
 
Should you have any questions concerning our procedural review, please let us know. 
 

Sincerely, 
 
 
 
Jay Zsorey, CPA 
Financial Audit Director 
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The Society should strengthen its controls over cash 
receipts

The Society received revenues from admission and entry fees, gift store sales, facility rentals, and 
publication and reproduction fees from its seven operating museums throughout the state. Cash 
was collected and recorded through the use of cash registers, a point of sale (POS) system, or 
manual records. During the review period of July 1, 2012 through February 28, 2013, the Society 
collected revenues of approximately $290,000, or 45 percent of nonappropriated monies, from these 
sources. Therefore, since cash receipts are significant to the Society, and cash is susceptible to loss 
or theft, it is imperative that the Society adequately control and safeguard these monies. Further, the 
State of Arizona Accounting Manual (SAAM), Sections II-C-1 and II-Q, requires all state agencies to 
maintain written policies and procedures for cash receipts that include adequate separation of 
responsibilities among employees and volunteers handling cash receipts, endorsing checks 
immediately upon receipt, safeguarding cash receipts prior to deposit, restricting cash and safe 
combinations to essential personnel, and depositing monies in a timely manner.

Lack of policies and procedures over cash receipts

The Society has not developed written cash receipt policies and procedures describing how its 
museums should separate responsibilities, ensure monies collected are safeguarded, complete 
daily independent reviews of cash receipts, and deposit monies in a timely manner. Instead, each 
museum developed its own formal or informal procedures, and as a result, auditors found 
weaknesses in the internal controls over cash receipts for some museums. In addition, auditors 
found that employees and volunteers at most museums were not familiar with the SAAM requirements. 

Lack of internal controls over museum cash receipts

Our review of the procedures at the individual museums found internal control deficiencies over cash 
receipts at four of the Society’s seven operating museums. Specifically, auditors noted that two 
museums did not immediately endorse checks upon receipt; one museum allowed voids and 
refunds to be completed by the same employee or volunteer who collected and recorded receipts 
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in the POS system without approval; two museums deposited cash and checks only every 2 
weeks; and none of the four museums had an independent employee or volunteer review cash 
receipts on a daily basis. According to the Society’s staff, they were unaware that checks should 
be immediately endorsed upon receipt. In addition, according to the Society’s management, the 
Society did not have enough employees to review receipts on a daily basis and to deposit cash 
and checks at least weekly. However, at most of the museums auditors reviewed, there were 
other employees or volunteers who could review cash receipts on a daily basis.

Inadequate safeguarding of cash receipts

Our review found that four of the Society’s seven operating museums did not always adequately 
safeguard cash receipts. Specifically, auditors found that two of the museums stored cash 
receipts in the cash drawer instead of securing them in a separate location, such as a locked 
safe, prior to deposit; one museum stored cash receipts in an unlocked box overnight; and one 
museum included the combination to its safe in written procedures that were stored in an 
unlocked drawer at the front desk.

Lack of internal controls over donations

The museums have locked donation boxes where visitors can donate monies to support the 
museums. During our review, auditors found that internal controls over these donations were 
inadequate for three of the seven museums since the donation box monies were opened, 
counted, and recorded by one person. In addition, for one of the seven museums, several 
employees had access to the donation box. As a result of these control deficiencies, donated 
monies were also susceptible to loss or theft.

Recommendations

To help strengthen controls over cash receipts and comply with the SAAM, the Society should:

1.  Develop detailed written cash receipt policies and procedures for all museums and 
distribute them to all society employees and volunteers responsible for handling cash.

2.  Require employees and volunteers to endorse checks immediately upon receipt.

3.  Require that voided transactions and refunds be authorized by a second employee.

4.  Require that cash receipts be reviewed daily for accuracy and completeness by another 
person.
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5.  Require each museum to deposit cash and checks at least weekly.

6.  Require cash receipts to be adequately safeguarded prior to deposit. This could include locking 
cash receipts in a safe or filing cabinet. 

7.  Ensure that safe combinations are restricted to an essential number of employees.

8.  Require two people to be present when donation boxes are opened, counted, and recorded.
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The Society should maintain an accurate capital assets 
listing

As of June 30, 2012, the Society had approximately $6.2 million reported in the State’s Fixed Asset 
System (FAS) for capital assets. The SAAM, Section II-G-1, requires each agency to adequately 
safeguard capital assets by conducting an annual inventory and recording additions and disposals 
of capital assets on the FAS. It also provides detailed policies for agencies to follow. Specifically, 
purchases of capital assets should be recorded on the FAS within five working days from the date 
the asset was paid for. In addition, all tangible assets, to the extent practical, should have property 
tags attached to them with unique property identification numbers or otherwise identified as state 
property. Lastly, the property identification number, description, and location of the asset should be 
recorded on the FAS.

No procedures for conducting a complete physical inventory of 
capital assets

Based on our review, auditors determined the Society had not conducted a complete physical 
inventory of its capital assets for fiscal year 2012. Instead, the physical inventory was limited to only 
computer-related capital assets. Also, the inventory sheets were not submitted to the Society’s 
accounting office, which prevented the Society from reconciling the inventory to its internal listing and 
the FAS. As such, auditors were unable to determine the completeness and accuracy of the Society’s 
capital assets reported on the FAS. Since a complete physical inventory had not been conducted, 
the Society’s capital assets were exposed to potential theft or misuse. In addition, the capital asset 
amount reported to the General Accounting Office (GAO) for inclusion in the State’s financial 
statements may be inaccurate.

Additions and disposals of capital assets not properly recorded on 
the FAS

During the review period of July 1, 2012 through February 28, 2013, the Society purchased three 
capital assets. For two of these three additions, the assets were not recorded on the FAS within five 
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working days. Instead, these two assets were recorded on the FAS approximately six months 
after they were purchased. The Society’s management was unaware that capital asset purchases 
are required to be recorded within this time frame. Auditors also determined that property 
disposal request forms were not approved by a second employee. Further, these forms were not 
submitted to the Society’s accounting office, which prevented the Society from updating its 
internal listing and the FAS. This lack of internal controls could also cause the reported capital 
asset amount to be inaccurate.

Capital assets not properly identified

Auditors selected three capital assets from the Society’s FAS listing and determined that the 
Society could not locate them by using the property identification numbers or locations listed on 
the FAS. The Society indicated that two of the three capital assets may have been disposed of 
since they were purchased over 14 years ago; however, the Society could not provide supporting 
property disposal request forms. For the third asset, auditors determined that the Society 
recorded three printers under one property identification number instead of assigning a unique 
property identification number to each individual printer. In addition, the descriptions and 
locations of the printers recorded in the FAS were not detailed enough to enable the Society to 
locate them. As a result, the three capital assets selected from the FAS listing may be improperly 
included on the FAS.

Recommendations

To help maintain an accurate capital assets listing and comply with the SAAM, the Society 
should:

1. Perform a physical inventory of capital assets at least once a year.

2. Submit the inventory sheets to the Society’s accounting office and reconcile them to the 
internal listing and the FAS.

3. Add new capital assets to the FAS within five working days from the date the warrant was 
issued.

4. Require a second employee to approve property disposal request forms and submit the 
forms to the Society’s accounting office so the internal listing and the FAS can be updated.

5. Tag each capital asset item individually or otherwise identify it as state property.

6. Record the property identification numbers, descriptions, and locations of the capital asset 
items in enough detail on the internal listing or the FAS in order to find them in the 
museums.
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The Society should strengthen its controls over collection 
items

The Society reported having more than 110,000 three-dimensional items, including natural history 
items from the former Mining and Mineral Museum. The Society also possessed over a million items 
in its library and archives collection. As of June 30, 2012, the Society reported that its collections had 
a value of $55 million. Given the large size and unique nature of its collections, the Society should 
properly safeguard and record these items. According to the SAAM, qualifying collections are not 
required to be capitalized as assets. However, as stewardship resources, a listing of these items 
should be retained. Additionally, the SAAM requires that agencies conduct a physical inventory of 
these items annually, and retain related acquisition documents throughout the life of the items. 
Further, the total collection value must be submitted biannually to the State’s Risk Management 
Division in order to determine insurance coverage and premiums.

The Society did not have a centralized listing of collection items

The Society recorded and tracked its collection items using a combination of methods including 
collection management software, electronic databases, and a card catalog system. Since the 
collection information is stored in multiple formats, the Society was unable to compile a single 
centralized listing of collection items. Further, for 1 of 22 collection items selected for test work, the 
Society did not record the item on its collection management software. Therefore, auditors were 
unable to verify the completeness and accuracy of the total number of collection items the Society 
possessed.

No procedures for conducting physical inventory

Our review found that the Society had not conducted a complete physical inventory of its collection 
items in over 10 years. Auditors also determined that the Society’s collection policy does not include 
any guidelines or requirements for conducting a physical inventory. Beyond the SAAM’s requirement, 
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museum standards1 recommend that inventories should be conducted every 3 to 5 years. 
However, the Society’s management indicated it was unaware of the SAAM’s requirement and 
further stated it was not practical to conduct complete inventories of its collections annually. 
Since a complete inventory had not been conducted, the Society’s collections were exposed to 
potential theft or misuse.

Ownership documentation for some collection items missing

The Society either purchased collection items or acquired them through donations. A deed of 
gift agreement or legal letter that transfers unrestricted ownership rights to the Society was 
required for donated items and a purchase receipt was required for purchased items. For 13 of 
42 collection items selected for test work, the Society could not locate the documentation 
supporting the Society’s rights to ownership.

Collections not properly valued

Our review found that a value was not assigned for each individual collection item acquired. 
Specifically, donated items that did not have donor-assigned fair values or outside, independent 
appraisals were recorded with a zero value. As a result, the amount reported to the State’s Risk 
Management Division may be incomplete, and therefore, the Society’s insurance coverage and 
premiums may be insufficient and inaccurate.

Recommendations

To help strengthen controls over collection items and comply with the SAAM, the Society should:

1. Compile and maintain a single centralized listing of all collection items and retain an off-site 
backup copy.

2. Ensure that all items are recorded using the collection management software, electronic 
databases, or card catalog system, as applicable. 

3. Collaborate with the State’s General Accounting Office (GAO) to develop an acceptable 
time frame for conducting a physical inventory that is more in line with industry best 
practices. In addition, incorporate this physical inventory time frame and procedures within 
the Society’s collections policy. 

1 The American Association for State and Local History (2009). Standards and Excellence Program for History Organizations. Nashville, 
TN: Author.
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4. Retain all documentation relating to the acquisition of collection items, including the deed of 
gift or purchase receipt.

5. Coordinate with the GAO and the State’s Risk Management Division to ensure that the Society 
has a reasonable method for valuing its collections that also ensures proper insurance 
coverage and premiums.
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The Society should comply with Arizona Revised Statutes

The Society maintained a private bank account that was separate from its State Treasurer account. 
During our review, auditors examined the Society’s board minutes and determined that the Society’s 
Board approved opening this private bank account on May 9, 1997. According to the Society’s 
management, the Society established this private bank account based on A.R.S. §41-821(E), which 
provides that, “The [Society] treasurer shall have custody of the monies of the society, other than 
legislative appropriations. The treasurer shall hold the monies of the society deposited in trust for the 
society’s use and for the benefit of this state and shall disburse them only as prescribed by law and 
the bylaws of the society.” However, based on review of A.R.S. §35-142(Q), which became effective 
in 2004, the Society was required to obtain State Treasurer approval for the private bank account. 
Auditors determined that the Society had authority to establish the private bank account for 
nonappropriated monies when the account was initially set up on May 9, 1997. However, the Society 
should have obtained the State Treasurer’s approval to maintain the account after subsection Q of 
A.R.S. §35-142 was enacted. 

In addition, A.R.S. §41-826 established the Society’s revolving fund with the State Treasurer and 
provided that all monies received from the operation of gift and book shops, food service facilities, 
and charges for the use of or admission into any of the Society’s facilities shall be deposited, 
pursuant to A.R.S. §§35-146 and 35-147, into this fund. A.R.S. §41-826 was enacted in 1992, but 
language in subsection B was added in 2002 requiring that such money should be deposited with 
the State Treasurer according to A.R.S. §§35-146 and 35-147. Consequently, when A.R.S. §41-826(B) 
became effective, the Society no longer had authority to deposit monies in its separate bank account. 
However, the Society still deposited all nonappropriated monies into the private bank account. Those 
monies related to admissions, gift store sales, and facility rental revenues were transferred to the 
State Treasurer monthly. However, as described in A.R.S. §35-146(A), all monies should be promptly 
deposited with the State Treasurer and no monies should be held or deposited into any special bank 
account temporarily.

Recommendation

To help ensure that the Society complies with statutes, the Society should deposit all monies 
promptly with the State Treasurer and should close its private bank account. Further, the Society 
should monitor changes to governing statutes to help ensure it complies with them.
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The Society should comply with state travel policies

The Society is required to follow Section II-D of the SAAM to verify that travel reimbursements comply 
with the provisions of the State’s travel policies. Auditors selected five travel claims for test work and 
noted instances of noncompliance on three of the claims, as follows: 

 • The employee claimed per diem for two days of meals totaling $118, even though meals were 
included as part of the conference and at no additional cost to the traveler. However, as outlined 
in the SAAM, the traveler was not entitled to a meal allowance for substantial meals provided 
free at a state institution, on an airplane, in conference registration fees, or on a complimentary 
basis by the facility at which one is lodged.

 • The employee requested reimbursement for other expenses of $38.86 and $45.00 but did not 
substantiate the business purpose or allowability of these expenditures. The SAAM requires the 
Society to ensure that travel expenses incurred are necessary, appropriate, and add value to the 
State. However, auditors could not determine if these expenses were in fact necessary and 
appropriate based on the lack of supporting documentation. 

 • The employee requested reimbursement for lodging expenses related to her own room and for 
an additional room shared by two other employees. When lodging is shared, the SAAM requires 
that each traveler obtain a separate original receipt for his or her portion of the lodging cost to 
facilitate the filing of separate travel claims. The SAAM also includes alternative procedures if the 
lodging establishment cannot issue separate receipts. However, these procedures were not 
followed.

Recommendation

The Society should review travel claims to ensure compliance with the SAAM travel policies. In 
addition, the Society should ensure that its employees are aware of the SAAM travel policies. 
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