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INTRODUCTION

This volume contains a set of tools that may be useful in conducting an evaluation of an 
entity's internal control system. The tools may be used in any of several ways:

o Individually, when evaluating a particular component, or together when evaluating 
all components.

o In evaluating controls related to one category of controls, such as financial 
information, or more than one category.

o When focusing on certain activities, such as procurement or sales, or all activities.

The evaluation tools are presented as follows:

o A set of blank tools, organized by component, along with one to assist in 
assembling the results in making an overall evaluation.

o A reference manual designed to assist the evaluator in completing the "Risk 
Assessment and Control Activities Worksheet." Also presented is a generic 
business model which serves as the organizational basis for the reference 
manual.

o Filled-in tools, depicting how they might be completed for a hypothetical 
company.

These evaluation tools are intended to provide guidance and assistance in evaluating 
internal control systems in relation to criteria for effective internal control set forth in the 
Framework volume of this report. Accordingly, users of these materials should be familiar 
with that volume.

These tools are presented for purely illustrative purposes. They are not an integral part 
of the Framework, and their presentation here in no way suggests that all matters 
addressed in them need to be considered in evaluating an internal control system, or that 
all such matters must be present in order to conclude that a system is effective. Similarly, 
there is no suggestion that these tools are a preferred method to conduct and document 
an evaluation. Because facts and circumstances vary between entities and industries, 
evaluation methodologies and documentation techniques will also vary. Accordingly, 
entities may use different evaluation tools, or use other methodologies utilizing different 
evaluative techniques. For those entities that do plan to use these tools in some way, it 
is suggested that they be used only as a starting point, and be modified to reflect the 
particular facts, conditions and risks relevant to their own circumstances.

These evaluation tools can be used by entities of any size. When used by small or mid
size entities, the tailoring process should recognize that smaller entities tend to be less
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formal and less structured than large organizations, that fewer organization levels will likely 
result in the CEO and other key managers communicating more directly and continuously 
with lower level personnel, and that these factors will affect the way control is exercised. 
The sample filled-in tools contained in this volume have been completed using a 
hypothetical mid-size company and may provide guidance to companies of such size in 
completing the tools.
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BLANK TOOLS

Component Tools

Five evaluation tools are presented, one for each internal control component. A heading 
and brief introduction identifies each factor or significant element within a component.

Substantive issues to be addressed are contained under the column heading "points of 
focus." The points of focus are identified by the symbol ■, and represent some of the 
more important issues relevant to the component. Not all points of focus are relevant to 
every entity, and additional issues will be relevant to some entities. It is suggested that 
the evaluator tailor the points of focus to fit the entity's facts and circumstances by 
adding, deleting or modifying those provided in the tool.

Included under each point of focus are examples of subsidiary issues that might be 
considered in addressing the point of focus. It is important to recognize that only a few 
examples of such subsidiary issues are provided. Many others usually are relevant. The 
examples provided are intended only to illustrate the types of items to consider.

The evaluator addresses each point of focus, considering the example subsidiary issues 
as well as others not presented. Although one could record a response for each example 
subsidiary issue, it is suggested that a response be provided only to the point of focus. 
The "description/comments" column provides space to record a description of how 
matters addressed in the point of focus are applied in the entity, and to record relevant 
comments. The response generally will not be a "yes" or "no" answer, but rather 
information on how the entity addresses the matter.

At the end of each section is a space to record a conclusion on the effectiveness of the 
related controls, and any actions that might need to be taken or considered. Space is 
provided at the end of each tool for similar information on the entire component.

Risk Assessment and Control Activities Worksheet

As noted in the evaluation tools for Risk Assessment and Control Activities, management 
establishes objectives for each significant activity; analyzes risks to their achievement; 
establishes plans, programs and other actions to address the risks; and puts in place 
control activities to assure that the actions are carried out. The tools for Risk Assessment 
and Control Activities do not provide a vehicle to evaluate this process at the activity level. 
A separate worksheet is provided to assist in this regard.

Management may or may not have already documented this process. If not, the 
worksheet (page 40) provides a vehicle to assist management in performing and 
documenting the process. An evaluator then can review the completed worksheet. If 
management has no documentation, the evaluator might consider preparing the
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worksheet (with the assistance of management) in order to evaluate the process and 
associated linkages.

The reference manual (beginning on page 43) is designed to assist in identifying activity 
level objectives, analyzing the risks, and determining what actions might be taken and 
what control activities put in place.

Overall Internal Control System Evaluation

An evaluation tool is provided to serve as a summary of the findings and conclusions for 
each of the components, and to facilitate review of the preliminary results by more senior 
executives and their addition of further information. Space for an overall conclusion on 
the internal control system is provided.
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REFERENCE MANUAL

This reference manual is designed to assist an evaluator in completing the "Risk 
Assessment and Control Activities Worksheet" (page 40 of the Blank Tools).

The reference manual presents, for common business activities, illustrative objectives, 
risks and "points of focus for actions/control activities." The listings in this last column 
may be useful in identifying actions addressing the risks, and related control activities that 
help ensure the actions are carried out. The manual also identifies where performance 
indicators may be particularly useful in effecting control. The "category" column indicates 
the category into which the objectives fall (O - operations, F - financial information, and 
C - compliance). These categorizations are not precise, and may vary with 
circumstances.

The manual begins on page 51. It does not purport to list every activity-level objective, 
risk or point of focus. It may, however, be helpful in identifying relevant items.

Generic Business Model

The activities covered in the reference manual are based on a generic model of a 
business enterprise (pages 46 to 49). The generic business model depicts major 
activities, and is organized in levels, from a high level view of an enterprise to increasingly 
more detailed views.

Exhibit 1, the context level, is the highest level. At this level, the model depicts the 
interactions of an enterprise with external parties:

o Vendors and employment candidates provide resources used to bring goods and 
services to market.

o A number of other external parties influence the enterprise, including other 
sources of consumption, public bodies, collaborators, investors and competitors.

Exhibit 2, the activity level, depicts major activities within the enterprise, comprising five 
basic value chain activities, supported by four infrastructure activities. Each activity 
receives, performs operations on and transmits goods, services or information. Between 
vendors and buyers, value chain activities include (page references are to the location in 
which these activities are addressed in the reference manual):

o Inbound activities
Page 

51 -5 3
o Operations 54 - 56
o Outbound activities 57 - 59
o Marketing and sales 6 0 - 6 1
o Service 6 2 - 6 3
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Infrastructure activities -- supporting the value chain activities -- include:
Page

o Administration (this activity is broken down into its 
sub-activities in Exhibit 3)

o Human resources 68 - 70
o Technology 67

o Procurement 64 - 66

Exhibit 3 focuses on the administration activity, depicting its subactivities.
These are: Page

o Manage Finance (this activity is broken down further 
into Control, Treasury, Tax & Audit; the Control 
unit is depicted in further detail in Exhibit 4)

o Manage the Enterprise 71
o Manage External Relations 72
o Provide Administrative Services 73
o Manage Information Systems 74 - 76
o Manage Risks (of accident or other insurable loss) 77
o Manage Legal Affairs 78
o Plan 79

Exhibit 4 depicts the various administration controllership subactivities:
Page

o Process Accounts Payable 8 0 - 8 1
o Process Accounts Receivable 82
o Process Funds 8 3 - 8 5
o Process Fixed Assets 86

o Analyze and Reconcile 87
o Process Benefits and Retiree Information 88
o Process Payroll 8 9 - 9 0
o Process Tax Compliance 91
o Process Product Costs 9 2 - 9 3
o Provide Financial & Management Reporting 94

The generic business model serves two purposes. As noted, it provides a structure for 
the reference manual. The activities, transactions and information flows depicted in the 
model form the basis for the manual.

The generic business model can also be used as a starting point for an evaluator to 
understand an entity's activities and their relationships to one another and to outside 
parties, and the information that is generated and used to help control those activities. 
When used in this way, the generic business model should be tailored to fit the entity 
being evaluated. It should be modified or augmented with additional information particular
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to the entity, such as systems flowcharts, to better understand the entity's activities and 
information flows. This understanding can, in turn, facilitate an analysis of the risks 
associated with each activity, and can help to identify points in the system where control 
should be effected. Those risks, and the entity's related control activities, can be used 
to help management complete the "Risk Assessment and Control Activities Worksheet."
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SAMPLE FILLED-IN TOOLS

This section presents the evaluation tools presented in blank form earlier, filled-in for ABC 
Company, a hypothetical medium-size aerospace parts manufacturer. ABC Company 
recently acquired Laker Parts, a smaller company in the same industry. The italicized 
entries illustrate how an evaluator might complete these tools.
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 c
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 c

on
si

de
r w

he
th

er
:

. 
M

an
ag

em
en

t a
vo

id
s 

ob
se

ss
iv

e 
fo

cu
s 

on
 s

ho
rt-

te
rm

 r
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m
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 p
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 p
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 d
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 d
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 c
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r d
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r d
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t m
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 p
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l m
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xte

rn
al

 a
ud

ito
rs

, 
bu

t 
ma

na
ge

me
nt 

an
d 

th
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 d
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 d
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at
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 c
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 b
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 m
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b
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.
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 m
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ra
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 m
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p
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l r
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 m
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 b
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 b
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 d
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 c
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 c
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 m
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p
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 p
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 f
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r p
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 t
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b
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 p
ro

ce
d

u
re

s 
an

d
 

ar
e 

re
vi

ew
ed

 b
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 d
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 b
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ra
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 o
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p
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s.

Ob
jec

tive
s__

___
_

R
ec

ei
ve

7.
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 o
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 c
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at
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at
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b
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ro
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 b
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 b
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 d
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 m
o

re
 

fr
eq

u
en

t.

2
5

. 
T

es
ti

ng
 e

q
u

ip
m

en
t 

is
 

re
vi

ew
ed

 a
n

d
 

re
co

m
m

en
d

at
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l o
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Ris
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Ris
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 d

o 
n

o
t 

u
n

d
er

st
an

d
 t

he
 

sp
ec

if
ic

at
io

n
s 

d
u

e 
to

 
p

o
o

r 
co

m
m

u
n

ic
at

io
n

 
w

it
h

 p
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 p
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 b
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p
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at
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ra
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 f
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b
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at
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p
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l c
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 d
oc

um
en

ts
.

2
9

. 
T

ra
n

sf
er

 d
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 m
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b
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 b
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ra
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 t
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 c
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p
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p
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 r
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 f
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ra
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b
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b
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 c
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 b
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p
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p
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n
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P
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P
re

ci
o

u
s 

m
et

al
s 

m
ay

 
H

ig
h

ar
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 re
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ra
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ra
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