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Introduction




Session overview
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WHY? ACCURACY &
IMELINESS
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Importance of an internal control
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X Credibility. Professionalism. Accountability

 Operative Objectives: Effectiveness and efficiency of the

entity’s operations safeguarding financia

* Reporting Objectives: Internal & externa
to stakeholders which encompass reliabi

loss.

financial reporting
ity, timeliness,

transparency & other regulator requirements.
 Compliance Objectives: Adhering to laws & regulations that

the entity must follow.(Legal Audits)
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Internal Control Basics




Internal Control Basics

CPAK

Credibility. Professionalism . Accountability

I

COMPONENTS OF INTERNAL
CONTROL.

IDEAL FRAMEWORK:

Control Risk Control
Environment Assessment Activities

Information
and
Communication

Monitoring
Activities
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iControl Environment
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Risk Assessment

X Credibility. Professionalism. Accountability

* Risk can be Internal or External

|ldentification & analysis of risks hindering achievement of
financial report goals

*Establish possible risks that can affect your organization
brought about by;

** Economic changes — exchange rates, govt policy
** Industry changes — fuel cars to electric cars

** Regulatory — Covid -19 guidelines on hotels & bars
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Control Activities

X Credibility. Professionalism. Accountability

*Actions that help management mitigate risks

*These are generally described in policies, procedures
& standards

eDiffer from industry to industry e.g. Schools terms,
Agricultural estate, Hotel Industry, Media & Banking

*Select and develop control activities
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Information &
Communication

X Credibility. Professionalism. Accountability

*Information — obtained or generated by management
from internal & external sources to support internal
control components

Communication — used to disseminate important
information throughout and outside the organization

*Uses relevant information

*Allows senior management to demonstrate to employees
control activities should be taken seriously
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Monitoring Activitiesjs

control components are present and functioning




Establishing internal
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Internal Controls
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Internal Controls
limplementation approach
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Implementation approach

I

lism. Accountability

Credibility. Professionalis

*Assess incentives and pressures to commit fraud

*Assess opportunities

*Assess attitudes and rationalizations — justification of inappropriate actions
ldentify scope of a process selected for documentation

*Review existing documentation — go to Whitesands/Naivasha- (ambience)
*Conduct interviews

|ldentify risks, controls and gaps in the process

*Prepare final process documentation with controls
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Implementation approach
cont’d

I Credibility. Professionalism. Accountability

3. Remediation planning & implementation

*Remediation — takes into account severity of each identified
deficiency

*Implementation — establish buy — in from those involved before
starting process

4. Design, testing and reporting of controls
*Select controls for testing

*Design tests of controls

*Perform test of controls and report
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Monitoring Controls




I\/Ionitoring Controls




IAuditor communication of
linternal control deficiencies
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IAuditor communication of
linternal control deficiencies
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ICFR QUESTIONS &
COMMENTS

CFR
= Cadh
Ca i Eai R
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