
September 17, 1997

Chairman, Board of Directors
Panhandle Animal Welfare Society, Inc.
752 NW Lovejoy Road
Fort Walton Beach, FL 32548

Dear Sir:

Attached you will find a brief report of our findings during a review of internal control attributes
at your PAWS facility.

It is our belief that you need a more in-depth management study to help you correct your current
difficulties, which are significant. We would be willing to undertake a more thorough study at

your request, and we estimate that it would take two or three people for approximately two
months.

We encourage you to arrange a meeting for presentation of findings by Mr. Richard Hilland.
Thank you for your cooperation with Mr. Hilland during his review.
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7,4,W.5.

(? anh andle Anim al W elf ar e I o ci eby)
'752NW Lovejoy Road

F orV W alton Deach, F L 32548
Tel: (b5O) 243-1525 or 243-5204

Fax: (b5O) 664-0445

Mr. Doug Harvell

t97/OWCC

1OO E. Colle1e Dlvd.,
Niceville, FL3257b

Auquot1,1997

RE: 7. A.W.5. (7 anhandle Animal W elf are 1oc).

Dear Mr. Harvell:

Our Financial commiltee met with Mr. Richard Hilland requeotinq hio

aosistance, lt was agreed, we have no internal control whatsoever and

Richard kindly agreed to look into all our financial procedureo of lhe
shelter: check all re?orio, check books: all financial reporto loqelher
with recommendalions ouggeoted by our accountanie for f,he Vaot four
year6. After doinq this, Mr. Hilland will submit a reVorb of hio findinqo

and recommendaiions, and submit same to me 'theTreasurer, who in

lurn will submitto lhe board of Directors,

We really appreciate all the time and efforl Mr. Hilland io willinq to
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donate io ue, for whiah we will be et ernally qrateful'

1incerely,

Doe G. Thorou7h

? .A.W .9. Treasurer

cc: l:i/leFiffi*llllaltf'
board Members



Doe G.Thorough
3'/2 G ardner Drive, N.E.

F ort W alt on beach, F L 32fu8
Tet: (&5O)243-7036

Mr.KchardW.Hilland
@ 9L. John C. 5imo ?kwy.,

Niceville, FL5257B

Auquot,Z7,1997
RE: F.A.W9.

(? anh an dle Anim al W alf are I o cieby)

Dear Richard:

Hope you bad a great time with your grandchildren. I know you must have enjoyed their
company.

I am enclosing herewith Financial Audits, together with our accountants findings and
recommendations for 1992 through 1996 (The latter being just a compilation.)
We, (the board) were always informed these recommendations had all been taken crre of,

but feel skeptical that they indeed had been. Hopefully, you will be able to check on these

for us.

Dee Thompson, our present Acting Director is waiting for your call to set up a time at your

convenience. Just as soon as you possibly can would be greatly appreciated' We have

requested Dee to put tt yo[r disposal any and all records you request'

Richard, if you have any questions or concerns' please do not hesitate to csll me. I am

available anytime to discuss this with you.

Hope the enclosed will assist you in this endeavor' and tbank you so much,

Doe G. Thorough
P.A.W.S. Trelsurer

cc: P.A.W.S. Financial Committee
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September !5, t997

REVIEI"' OF INTERNAL CONTROL ELEiIENTS

The subject of lnternal control i6 old and 1n 6ome uays
dlsgul6ed. The subj6ct, in lt's slmplest form 1e "when some
thlng goe6 wrong uJho catches it or L,ho prevent6 1t from going
L,ronq to begin wlth"? . Internal controls ove r a p rovess are
designed to p reven t mi 6takes from being made and minimizing
the chance of someone dolng somethlng r"rrong deliberately t^thlIe
exerclsing the proce66.

Auditors are frequently associated with talking abou t and
flnding ueaknesses in internal controls ' yet it is managements
responsibility to install and monitor the internal controls
uithin a business. It ls an imPortant responsibllity but
a necessary one in protecting assets and insuring accurate
accounting.

Accidental mlstakes are calLed "error6" whiLe deliberate
one6 are called " i r r e g u I a r I t I e 5 " . Internal controls are dea-
igned p roma rtly to thua r t the acts of people acting alone.
They generally do not thurart the effo r ts of collusion.
Fortunately, most lrregularities are committed by people acting
alone.

The attributes of good internal control^ are as folLows:
1. segregatlon of dutle6. . .1. e. segregate the functlons

of (1)possesslon, (2) accounttng and (3) 8u tho r lty ove r the
asset. Frequently the as set 1s money.

2. Qualified people. Thts simply means that personnel
are tralned and have the p rope r experLence to perform thelr
assigned dutie.

3. Limiting the access to
4. comparison of accounts

assets to those requi ring it.
to accounting standards. This

is usually accomp).1shed by having periodic audits performed '
Since audltors can also detect when somethlng 1s in error, they
are an element of lnternal control . 0bviously, a "once a year
look" is not 6 omething mo6t trustee6 or director6 want to
settle for. It is lmportant but far from what you t'rould feel
comfo r tabl e wl th.

5. Executing transactione arrordlng to the desires of
management. (because management ls supposed to under6tand lnt-
ernal control).

6. Recordlng transactionG 1n the proper category and time
to reflect an accurate record of businese actlvity'

Internal control ts not free and 1n many ca6es not even

inexpenslve. It 1s a nece6sary burden of doing buslness' [^lhen

Trustee6, who bear the ulttmate responsibility' oversee b,us-

ine6s actlvity they uant to be assured that it is under firm
control.
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PAt^lS fnternal control Findings

1. stale dated c h e c k 6 . . . ' 9 2 . . . '

2. Capltalization PolicY? '92

Sep tembe r 4, 1997

L992-r997

93

4.

3. Control of Iicenslng fees. '92

5.

Inad6quate documentation of travel expenses - - -'92. . . '93

Question of status... employee or contractor...l

5. Dlsposal of unused assets. 
"92.

7. Recording exPenses on a functional bae ie ...'92

8. No urltten accountlng, personnel or Procedures manuaI..

9. 0ocumentation and storage of T r a n a a c t i o n s . . . ' 9 3 . . . ' 9 4 '

10. U6e of Natural categorlee for reportlng expenBes...'93

11. Allocatlon of insurance expense .....'94.

12. AutomoblI€ Insurancs CoIIectlon..... -.-...'94.

13. AdJusting entries for prior yea16. ..r94.

14. No annual adJustments to General L e d g e r . . . ' I 4 . . . ' 9 5 .

15. No po).icy on r,.raLver of fees & f I n e s . - . . . . . | 9 4 .

15. Cash Rec6lptB Journal differs from 6eneral Ledger.'94
(policies for classifying caeh and reconciling
control totals to amounta ln the General Ledger)

17. 0esignated funde are being deposlted ln the oparating
account urith no ur i tten accounting of the sl6po6itlon
of the funds. ....'94.

18. Cha rge card balance feing carried for several
month6 without classificatlon of expense6 and
cha rges not being recorded 1n the General Ledger..r94

19. Checks > $1oo with only one eignature.....'94.

20. SaIary inc reases with no a u t h o r 1 z a t i o n . . . . ' 9 4 .

2!. P r oper reco rdlng in General Ledge r not
agreed to the Sale6 Tax Return .....r94.

22. No t,lrltten documentatlon of accounting
pollcles ..'95.
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