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Design and Execution

Baseline

Understand and Prioritize
Fraud risk

Design of Controls
Identifying Key Controls
Identify Persuasive Information

Ongoing and Separate Monitoring Evaluations
Outsourced internal controls

Using technology

Clarification of Assessing and Reporting Deficiencies

Prioritize and communicate
Reporting internally
Reporting externally
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eness, Efficiency and
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iminating Redundancy

e [|llustrative Guidance

* Does not change COSO Framework

* Does not dictate risks to consider

* Does not mandate exact procedures

* Does not increase effort where
monitoring is effective

* Does not mandate certain level of
formality

Guidance on Monito
1 Internal Control Sys
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valuations

Risks change over time

* Monitoring needs to be relevant

* Manage and mitigate meaningful risks
to organizational objectives in its
entirety

Risk Control
Assessment Environment

Information and
Communication
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*» Tone from the top
» Organizational structure
» Baseline understanding of internal control effectiveness

-
* Prioritize risks

* |[dentify controls

» ldentify persuasive information about controls
* Implement monitoring procedures

_—

* Prioritize findings
* Report results to the appropriate level
* Follow up on corrective action
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agement and

e Board

Characteristics of
Evaluators

Baseline Understanding of
Internal Control
Effectiveness
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Vianagement
e Role of the Board

Lord &Benoit
© Copyright 2009 : Lord & Benoit, LLC www.Section404.0org PRI on yecuon 3 Conpiees




Management Overrides
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Asset impairment

e Evaluation of goodwill

e Search possible loss
contingencies
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and implement Understand and prioritize
gost-effective procedures 3 risks to organizational
‘to gather and evaluate e \ objectives
that persuasive .
information

o Prioritize ;
Risks

Identify .
\ Information Identify
Controls
Identify N Identify key

information that controls across the
will persuasively

indicate whether the

internal control system
that address those

internal control system " prioritized

is operating effectively
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Understand and prioritize
risks to organizational
objectives

e Errors or Fraud Found
* High Turnover areas
 Pastissues
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Understand and prioritize
risks to organizational
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Prioritize
Risks

Assessment
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itoring

eparate evaluations

e Daily, weekly and monthly
operational indicators See
example in Chapter 5, Volume lll)
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* Periodic information obtained
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«Follow up on corrective action

nensating controls

e Aggregation of multiple

deficiencies

Experience and objectivity in
control deficiency evaluation
process.
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