



ABC

RECOMMENDED

INTERNAL CONTROL CHECKLIST 

(note these controls do not cover revenue or inventory controls as these areas are not expected to be significant for any entity expecting to receive only external grant funding)

	1
	MONITORING FINANCIAL RESULTS

Accurate and timely financial results need to be prepared and monitored so that the decision makers are adequately informed as to the financial performance, cash flow and assets and liabilities of the organisation.


	

	a
	Reports showing financial results should be prepared by a chartered accountant or a suitably qualified person able to prepare financial statements to a standard expected of a chartered accountant.
	

	b
	Budgets should be prepared on a monthly basis including budgeted:

· Income and expenditure,

· Cash flow, and 

· Assets and liabilities
	

	c
	Monthly financial statements should be prepared on an accruals basis (not cash only):

· On a timely basis, so the information presented is still accurate and up to date

· Comparing actual results to budgeted expenses

· Showing variances to budget with explanations provided for significant variances

· Showing projected (actual to date plus expected results) financial performance and cash flow for each milestone and for the whole project.

· Shortfalls in projected performance should be actioned to bring projected performance in line with the original budget as soon as possible
	

	d
	Monthly financial statements should be supported by workpapers agreeing to the financial statements including:

· Accounting policies used to prepare the financial statements that comply with NZ accounting standards

· A bank reconciliation with all reconciling items adequately explained

· A list of accounts payable and accruals payable

· A list of accounts receivable and accruals receivable

· A reconciliation of the GST payable or receivable to the return filed with the Inland Revenue Department

· A list of assets purchased

· Reconciliations of all other key accounts in the financial statements


	

	2
	EXPENDITURE INTERNAL CONTROLS

Systems implemented should include controls to ensure that all liabilities incurred are recorded and analysed properly.  Also, all expenditure is to be incurred only in respect of goods or services authorised and received.
	

	a
	Except for minor expenditure items all expenses incurred should be supported by authorised prenumbered written purchase orders or written quotes received from the suppliers to ensure agreement on:

· The products or services being provided 

· The cost of those products or services 
	

	b
	All products or services ordered should be appropriately authorised in accordance with delegated authorities agreed by the governing body.
	

	c
	Goods received should be checked to written quotes or purchase orders before delivery of the goods is accepted.
	


	d
	Invoices received from suppliers for goods should:

· Be agreed to delivery notes

· Be checked to ensure prices agreed to quotes or purchases orders

· Be checked to ensure adds and extensions appear reasonable especially if the invoice is prepared manually

· Be authorised by an appropriate person 

· Coded in accordance with agreed chart of accounts to ensure accurate comparison to budgets 

· Filed in a logical manner to ensure it can easily be located for payment runs and reconciling to the suppliers statements
	

	e
	Invoices received from suppliers for services should:

· Be checked to actual services received and ordered

· Be checked to agreed prices

· Be checked to ensure adds and extensions appear reasonable especially if the invoice is prepared manually

· Be authorised by an appropriate person 

· Coded in accordance with agreed chart of accounts to ensure accurate comparison to budgets

· Filed in a logical manner to ensure it can easily be located for payment runs and reconciling to the suppliers statements
	

	f
	Returns to suppliers:

· Should be recorded so when a credit is received it can be checked to what is expected

· Invoices received for these products should be clearly marked to ensure they are no inadvertently paid before a credit is received.
	

	g
	Creditor Statements

· Should be reconciled to a list of authorised supplier invoices

· Reconciled to what is recorded for that supplier as a creditor in your accounting system

· Queried items should be communicated to suppliers and notes on the queries should be filed with the supplier invoice awaiting payment
	

	h
	Payments:

· Should be checked to appropriately authorised supporting documentation.

· Supporting documentation should be cancelled once paid to avoid being represented for payment.

· Should not be made on copies of supporting documents.

· Should be made by cheque or direct bank transfers (cash should be avoided as a method of payment)

· All cheques once authorised should be issued as soon as possible

· All cheques or electronic payments should require two signatures or electronic authorisers.

· Blank cheques should not be signed under any circumstances

· Before payment runs are posted a check should be done to ensure that sufficient funds are available to honour the payments.
	

	i
	All expense claims (employees and board members) should be appropriately authorised (no person should have the authority to authorise their own claim).


	

	3
	RELATED PARTY TRANSACTIONS

There should be a system in place to help management identify related party transactions.
	

	a
	All members of the governing body should record any related party entities that ABC might conduct business with in an official interests register
	

	b
	Whenever there is a conflict of interest due to a related party:

· The person with the conflict should in no way partake in the decision to purchase goods or services from the related party.

· There should be comparable quotes received to bench mark the service or goods offered

· The offer for goods or services is in the best interests of the organisation 
	


	4
	PAYROLL

Systems should include controls to ensure that all payroll liabilities incurred are recorded and analysed properly and is paid only for services actually rendered by employees
	

	a
	All employees should have an employment contract signed by the employee and the employer.
	

	b
	If employee pays are based on time worked there should be employees time sheets with appropriate written approval
	

	c
	Payroll records should be reviewed by somebody independent of the person preparing the pay.
	

	d
	Payroll runs should be compared to the prior pay run and explanations for variances should be provided to the people authorising the pay to satisfy them that the variance is appropriate and authorised.
	

	e
	Payroll payments should be authorised by two people as with other expenditure.  Neither of these people should be the person preparing the pay.
	

	f
	All amendments to employee pay rates and tax codes should be approved by someone independent to the person preparing the pays.
	

	g
	All employees should have PAYE deducted at the correct tax rates.


	

	5
	CASH FLOW MANAGEMENT
Cash flow should be managed so that the organisation maximises the return on its funds without adversely risking those funds to unexpected losses
	

	a
	Any grant funds received should not be invested in any organisation other than a registered bank.
	

	b
	All funds should be invested in NZ dollars
	

	c
	The governing body should have a set investment policy to ensure management is aware of its expectations in regard to investments.
	

	d
	Before cheques are sent or payments are made there should be a check to ensure that there is sufficient funds in the organisations cheque account to cover the payment.
	

	e
	Surplus funds should be invested in interest bearing call accounts and term deposits to maximise interest income while the funds are not required.
	

	f
	Surplus funds should not be committed to term deposits for periods longer than they are expected to be surplus to the current requirements of the organisation.


	

	6
	INSURANCE

Organisations should have sufficient insurance cover to ensure the safety of its key assets
	

	a
	The organisation should employ the services of an insurance agent that would be able to understand the organisation to identify the key risks of the organisation that may require insurance.
	

	b
	Insurance should be looked at for at least the following areas:

· Asset protection from theft, fire or natural disaster

· Travel (if required)

· Public Liability

· Public Indemnity
	

	c
	Any insurance premiums payable should be assessed against the likely risks to determine value for money before premiums are paid.


	

	7
	TAXATION
	

	a
	The organisation should obtain suitably qualified written advice in regard to taxation to ensure that it is aware of its liabilities in regard to:

· Income Tax

· GST

· FBT

· PAYE

· ACC


	


	8
	MANAGEMENT OF BOARD MEETINGS

Board meeting need to be managed and recorded in  a way to ensure that there are clear concise decisions to help the smooth decision making process of the organisation.
	

	a
	All Boards should have clear governance policies to clearly identify the role of the board and expectations of board members and management.
	

	b
	All Board meetings should:

· Have agendas and board papers circulated to board members with sufficient time for them to be prepared for the meeting.

· Be chaired by someone that can manage the meeting to ensure that issues can be constructively debated to ensure accurate and well informed decision making.

· Be minuted with decisions clearly stated for the issues raised

· Be signed as authorised by the chairman of the following meeting after a motion has been passed by the Board approving the minutes.


	

	9
	INFORMATION TECHNOLOGY
	

	a
	Appropriate management and staff should be actively involved in the development of new or major changes to existing systems


	

	b
	There should be appropriate physical security and back up procedures in place including:

· Daily backups and secure storage on site and offsite

· Archiving files process and offsite storage

· Automatic shut-down on power failure

· Restore tested periodically
	

	c
	All key software systems  should be operating on recognised and reliable technology
	

	d
	All software should be supported  internally or external providers
	

	e
	There should be documented or online system manuals for all programmes
	

	f
	There should be facilities on the system to restrict access at desired user levels
	

	g
	The system should be protected by passwords
	

	h
	The system should force users to change their password at least every 90 days
	

	i
	Electronic Banking

· Should require more than one electronic approval

· Amendments to payee details should require approval by more than one person

· Should require passwords to be changed every 90 days

· There should be systems in place when one of the approvers is absent (eg: have 3 people with authority to approve payments of which two are required to approve the payment)
	



