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Appendix F


APPENDIX F
EXAMPLE OF MANAGEMENT INQUIRIES

REGARDING ENTITY LEVEL CONTROLS

	Agency Culture
	Notes

	
	

	1. As a manager, how do you incorporate the code of conduct into employee performance reviews? 

	

	
	

	2. If management becomes aware of an allegation of unacceptable behavior, what is the process for investigating the matter?

· What feedback mechanisms exist for reporting such behavior?

· Do you have any specific examples of actions taken by management?

· If yes, how was management’s action communicated to and perceived by employees?


	

	
	

	3. Has management identified incentive or other policies that may motivate unethical behavior by employees?

· What are they?  How do you monitor these policies for unintended consequences?


	

	
	

	4. Has management become aware of any control deficiencies in the last three years?

· How did you become aware?

· What action was taken?


	

	
	

	5. Do you receive all the information needed to perform your job effectively?

· Is it reliable?  Timely?  Is anything missing?


	

	
	

	6. Does senior management periodically discuss the agency’s culture and “tone at the top” and how these affect the overall effectiveness of controls?

· What observations have been made?

· What prevents this discussion?
	

	
	


	Agency Personnel
	Notes

	
	

	7. Are internal control and financial reporting matters considered when establishing the organizational structure?

· Does the delegation of responsibilities consider the need to segregate incompatible activities?

· Are boundaries of authority established and communicated?


	

	
	

	Alignment between Strategic Objectives and Controls
	

	
	

	8. Are internal control and financial reporting implications considered in the strategic planning process?

	

	9. What internal control issues were identified in the most recent strategic planning process?


	

	
	

	10. How is progress in resolving control issues measured and monitored?


	

	
	

	Risk Assessment
	

	
	

	11. In the past three years, what new risks has the agency encountered?
· Were the sources of the risks internal or external?
· Were these risks anticipated?

· How did the agency respond?


	

	
	

	Anti-Fraud Programs and Controls
	

	
	

	12. What steps does management take to instill a culture of honesty and high ethics that mitigates the risk of fraud from within the agency?

	

	13. In what ways is the agency vulnerable to fraud?

	

	
	


	Anti-Fraud Programs and Controls (Cont’d)
	Notes

	
	

	14. Are internal control policies and procedures designed to specifically address identified fraud risks?


	

	15. Do personnel policies minimize the chance that dishonest employees will be hired and promoted?


	

	
	

	Top-Level Reporting Processes
	

	
	

	16. What is the process for handling nonsystematic, nonroutine transactions?

17. At what point in the process does management become involved in the accounting treatment for these items?


	

	18. What process does the agency follow for making its significant accounting estimates?
· What factors are considered when making significant assumptions about the estimate?

· How do you know the information is reliable?

· How is senior management involved in the review and approval of significant estimates?


	

	
	

	19. How are accounting policies documented and communicated to those that may affect their proper implementation?
	

	
	

	System-Wide Monitoring
	

	
	

	20. What steps does management take to 
· Periodically evaluate the design of internal control policies and procedures?

· Understand the underlying causes for identified internal control deficiencies?

Take appropriate corrective action.
	


� These questions were adapted from the management inquiry tools presented by Mr. Michael Ramos in his book entitled How to Comply with Sarbanes-Oxley Section 404 – Assessing the Effectiveness of Internal Control, John Wiley & Sons, Inc., Hoboken, NJ, 2004.
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