PRINCIPLES OF INTERNAL CONTROL

	Principle
	Description
	How it Works

	Segregation of duties

	Separating the responsibility for related transactions

to different individuals in the company
	Keep these functions separate: 

· Recording from custody or access to asset

· Purchasing from writing the cheque



	Authorization


	Transactions require approval, by the appropriate 

individuals or departments. 


	· Signatures from appropriate level of management

· Two signatures for a disbursement


	Independent verification


	The review, comparison, and reconciliation of data. 


	· Get and Audit

· Get a Manager to Review work

	Documentation
	Documents should provide evidence that 

transactions and events have occurred.


	· Pre numbering documents 

· Issue a receipt



	Safeguarding 

 Of 

assets and records


	Physical, mechanical, and electronic can control 

access to, and use of, assets and records.


	To the safeguarding of assets 

· Ticket stubs, safes, vaults, safety deposit boxes,  locks, passwords




            internal Control Scenario
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        Miro, Tessa, and Brigette, just got hired by A Count Ants R Us.  Miro’s job is to maintain the balance in the cash account per the internal books.  Tessa’s Job is to maintain custody of the cash and deposit slips.  Brigette’s job is to make monthly comparisions between Miro and Tessa’s work.

	QUESTION
	SOLUTION

	What is the control?

	

	What is being controlled?
	

	What happens if the control was not in place?


	


internal Control Scenario
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     Paul is a cashier at grocery store.  He incorrecly scanned an item twice. He has to void the sale. He  pages his supervisor to approve the void so he can contiune scanning the remainder of the items.

	QUESTION
	SOLUTION

	What is the control?

	

	What is being controlled?
	

	What happens if the control was not in place?


	


     Nancy works at a clothing store.  Every time she makes a sale she uses a pre-numbered sales slip to record the transaction.

Helen works at a shoe store, every time she makes a sale, the computer  or the  point of sales terminal generates an pre-numbered invoice. 
	QUESTION
	SOLUTION

	What is the control?

	

	What is being controlled?
	

	What happens if the control was not in place?


	


              Internal Control Scenario

Cynthia and Ingrid went to the movies. After they purchased their ticket a theatre attendant took their ticket, tore off and kept the bottom portion of their tickets.
	QUESTION
	SOLUTION

	What is the control?

	

	What is being controlled?
	

	What happens if the control was not in place?


	


















































