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Internal Controls

What Are They
And
Why Should | Care?
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Internal controls are
processes designed
to protect what people value.

Most peopl e don
that they use internal
controls everyday.
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p Examples of

Personal Controls: University Controls:

ANe lock our homes and AOffices, buildings, and
vehicles. vehicles are locked.

ANe keep our debit card AComputer passwords are
pin numbers confidential and changed
confidential. regularly.

ANe keep our checkbook ACash and checks are
and cash secure. kept in secure locations.
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Everyday Internal Control

Personal Controls: University Controls:
ANe review bills or AVlonthly expense
statements before paying statements are reconciled
them. to recelpts.
ANe expect family fSome activities require
members to ask prior authorization, for
permission before they example, out of state
borrow our car. travel.
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= |nternal Controls are Designhe
to Minimize Risk by:

A Protecting assets.
A Ensuring records are accurate.
A Promoting operational efficiency.

A Encouraging adherence to policies, rules,
regulations, and laws.

A Reducing the opportunity for fraudulent
activity.
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wnee O €xample internal controls
UNIVERSITY - . . .
help to minimize the risk of

fraud because:
A Fraud is often committed by our most trusted

empl oyees, since we wat

A The fraud perpetrator is usually well respected,
well educated, has a family and goes to church.

A 85% of fraud occurs because of weak internal
controls.

A When certain elements are present fraud is more
likely to occur.
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@ Fraud can occur in any department when the
WEBER STATE

ws  Tollowing three elements come together:

Rationalization
A person must feel

their actions are
justified whether or
not those actions are
appropriate.

Average Person

Pressure A person exﬁeraiaafnomg)rtunityPoerCeived

Goemuiafinessutbostberag - Opportunity
or Need tlelyb participate in fraud.
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v There are two types of
Internal controls
fetective-1 et 6 s f i n Q‘ N §e
problem before it grows. % r‘
I
A Preventive-1 et 6 s st o]

unwanted outcome before it
happens.
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Examples of Detective Controls

A Preparing cash counts and bank
reconciliations.

A Reviewing payroll reports.

A Comparing transactions on monthly
purchasing card statements to receipts.

A Monitoring expenditures against budgeted
amounts.



@

WERER STATE

" Examples of Preventive Controls

A Reading and understanding purchasing card
policies in order to learn what purchases are
acceptable and how to document them.

A Ensuring that requisitions are approved
before the purchase is made to prevent
Inappropriate purchases.

A Using computer passwords to stop
unauthorized access.
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W Who is responsible for internal controls?

' Dresident
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