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UNITED STATES GENERAL ACCOUNTING OFFICE*

FIVE COMPONENTS FOR INTERNAL CONTROL   

1. Control environment − creating a culture of accountability within the entire organization – program officers, financial services, and regional offices – by establishing a positive and supportive attitude toward the achievement of established program outcomes.   Management maintains and supports:

· Integrity and ethical values  (i.e., a written code of conduct)
· A commitment to competence
· An effective organization structure
2. Risk assessment – identifying and analyzing relevant problems that might prevent the program from achieving its objectives.  Developing processes that can be used to form a basis for measuring actual or potential effects of these problems and manage their risks.  A precondition to risk assessment is the establishment of clear, consistent agency objectives.
3. Control activities – establishing and implementing oversight processes to address risk areas and help ensure that management’s decisions – especially about how to measure and manage risks – are carried out and program objectives are met.  Examples are:
· Top level reviews of actual performance
· Physical control over vulnerable assets
· Segregation of duties
4. Information and communication – using and sharing relevant, reliable, and timely information on program-specific and general financial risks.  Such information surfaces as a result of the processes or control activities used to measure and address risks.  The two board categories:
· General control – applies to all information systems, i.e., mainframe, minicomputer, network, and end-user environments
· Application control – designed to cover the processing of data within the application software. 
5. Monitoring – tracking improvement initiatives over time and identifying additional actions needed to further improve program efficiency and effectiveness.

________________

*Standards for Internal Control in the Federal Government, GAO/AIMD-00-21.3.1 (11/99), http://www.gao.gov/special.pubs/ai2131.pdf
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Developing, Implementing and Maintaining a Excellent Financial Management System
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  Internal Control Measures


Supportive organization structure


Trained staff


Codes and standards of conducts


Effective communication system


Qualified trained fiscal officer


Competent external audit


Clear, current written procedures 
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