Budget – Preliminary Controls Assessment Questionnaire

This is an example of a preliminary assessment questionnaire that can be presented to managers or process owners before conducting an audit.  It is intended to help the Internal Audit department understand existing business processes and management’s view of the internal control environment.  The questionnaire is a sample and may not be applicable to all businesses without modification.
Questionnaire Instructions

The following questionnaire has been prepared by the Internal Audit Department to assist in helping determine whether the controls established are operating effectively. Please respond to these questions as accurately as possible and feel free to insert comments and further explanations as appropriate.
This questionnaire consists of five sections:

I. Background Information

II. Segregation of Duties

III. Internal Control Identification

IV. Internal Control Assessment

V. Walkthrough Comments

I.  Budget Process Background Information

The budgeting process primarily covers the activities surrounding the planning, creation, approval and monitoring of the budget for all departments or functions. Activities include gathering external and internal information, creating or updating assumptions and estimates, establishing and revising drafts, obtaining feedback and approval, and performing regular variance analyses throughout the year.

General:

	What is the deadline for submission to the Board? 
	

	What is the average duration of the budget process?
	

	About how many drafts are created?
	

	Who is responsible for compiling and maintaining the final budget file?
	

	Is there a forecasting or re-forecasting process during the year?  Is this used to update the budget?
	

	How often during the year is the budget revised?
	

	How frequently is a budget to actual variance analysis performed?  Is this consistent for all departments?
	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

II.  Segregation of Duties

Below you will find a table summarizing key activities generally performed for the Budget Process. Completion of this table is intended to highlight potentially conflicting duties, but is not intended to be the only method of identifying all such conflicting duties. Additional reporting and review processes or spot checks may be included to ensure identification of fraud.  Please enter the name of the individual(s) who has (have) the authority and access to perform the following.  Access includes who has the manual or electronic ability to perform the activity (i.e. Who can perform the activity)? Authority includes who has the explicit authority to perform the activity (i.e. Who should perform the activity)?

	
	Who has Access?
	Who has Authority?

	Compile budget inputs
	
	

	Compile budget assumptions
	
	

	Review and approve budget assumptions and inputs
	
	

	Perform crosschecks on budget templates
	
	

	Compile the budget templates into the master file
	
	

	Approve department budgets
	
	

	Approve division budgets
	
	

	Prepare forecast/perform re-forecast
	
	

	Review and approve forecast/perform re-forecast
	
	

	Initiate changes to department master budget amounts
	
	

	Review and approve changes to budget amounts
	
	

	Enter changes to the master budget file
	
	

	Initiate changes the division master budget amounts
	
	

	Approve the organization budget
	
	

	Change the organization budget
	
	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

III.  Internal Control Identification

This section outlines a series of common control objectives and related control activities for the Budget Process. Please place an “X” in the appropriate column to indicate whether the related control activities currently are in existence.  Please provide comments or explanations if other similar-but-different control activities have been established.
Control Objective:

External and internal information used to generate the budget is accurate and reliable.

	Related Control Activities
	Yes
	No
	N/A

	All information obtained to support the budget creation is presented in a formalized format with the supporting documentation attached and conclusion highlighted on the front page.
	
	
	

	All assumptions/estimates are presented in a formalized format with the supporting documentation attached and a detailed explanation on the front page.
	
	
	

	All support is referenced as to what it is, where it came from, who created/obtained it and what purpose it will serve.
	
	
	

	The majority of the budget, upwards of 90%, is supported by documented assumptions. 
	
	
	

	All support and assumptions/estimates must be reviewed and approved by Management.  
	
	
	

	All support and assumptions/estimates are compared to prior year information for reasonableness.
	
	
	

	All expected spending amounts must be supported by a detailed breakout and must be approved by the department/division head.
	
	
	

	All future expectations must be submitted in writing and factored into the budgeting process.
	
	
	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Control Objective:

The budget is created completely and accurately.

	Related Control Activities
	Yes
	No
	N/A

	The budget creation process is formalized and documented.
	
	
	

	A budget master file is maintained and access is restricted to authorized personnel.
	
	
	

	Templates are used to reduce data input errors and to ensure formalization of the process.
	
	
	

	Templates are cross-checked against the source documents and approved by the department Management.
	
	
	

	A sample of budget line items is audited to ensure that the source is adequately feeding into the master file.
	
	
	

	Version control is utilized.
	
	
	

	The budget file is backed-up.
	
	
	

	A process checklist is maintained and reviewed to ensure all factors are accounted for.
	
	
	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Control Objective:

Authorized approval is obtained from all needed parties.

	Related Control Activities
	Yes
	No
	N/A

	All Division Heads and Managers review and approve the final budget for their departments.
	
	
	

	The executive team approves the final version of the budget for submission to the Board.
	
	
	

	The Board must authorize the budget.
	
	
	

	Feedback/revisions from the Board are documented and retained as evidence.  The revisions are completed timely and the budget is re-submitted.
	
	
	

	The final Board-approved budget is maintained on a shared drive as read-only and is password protected.
	
	
	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Control Objective: 
The budget is monitored throughout the year.

	Related Control Activities
	Yes
	No
	N/A

	On a periodic basis, the Assistant Controller/Controller performs budget-to-actual variance analysis.
	
	
	

	On a periodic basis, department or function management performs budget-to-actual variance analysis.
	
	
	

	Budget-to-actual discrepancies are investigated, documented, and supported by adequate justification from the appropriate department.
	
	
	

	On a periodic basis, Management reviews the results of the budget-to-actual variance analysis.
	
	
	

	Budget-to-actual variance support is retained.
	
	
	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

IV.  Internal Control Assessment

How would you evaluate the effectiveness of the current process in achieving the following control objectives?  Use a scale of 1 to 5, with 1 = not effective and 5 = highly effective.












 Evaluation
	Control Objective
	1
	2
	3
	4
	5

	External and internal information used to generate the budget is accurate and reliable.
	
	
	
	
	

	The budget is created completely and accurately.
	
	
	
	
	

	Authorized approval is obtained from all needed parties.
	
	
	
	
	

	The budget is monitored throughout the year.
	
	
	
	
	


How would you rate the overall quality of this process? Use a scale of 1 to 5, with 1=Poor and 5=Best Practice or Best in Class.

	1
	2
	3
	4
	5

	
	
	
	
	


Are there internal control concerns related to this process that require immediate attention? If so, please describe.

	

	

	

	


Are there adequate resources to effectively and efficiently perform this process? If not, please describe.

	

	

	

	


Are there any other general concerns related to this process which should be brought to the attention of the Internal Audit team as part of their review?  If so, please describe.
	

	

	

	


Comments:

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

V.  Walkthrough Results
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Self-Assessment Completed by (please sign and date in the line provided):

Process Owner:  _______________________________________________________________

Individual Performing Walkthrough:  ______________________________________________


