








Organizational Chart
Finance Department of Lonely Star.

Stan Stevens
Linda North
| | 1 R |
Mary Wesley Cynthia Robert Nancy
West Joines Clark Thomas Martin

Risk Factors: Present :

Al: Over the past four months, Stan has asked Linda several times o
controls over the accounts payable function for the City. The prior
Director had abolished these controls because she thought they
essary. However, Stan knows they are important, so he wants two
(1) each accounts payable clerk {Nancy and Robert) to check th
work, and (2) the senior accountant (Mary) to check the work o
the accounts payable clerks. The controls have just recently been:
mented, and Linda has complained repeatedly about how sl
performs this task. Linda says that Mary is holding up the paym
suppliers, so Linda has volunteered to check Nancy’s and Robert®
this week to see how long it would take her to do it.

B1: Each Tuesday evening, the City runs checks for the invoices that are
that week. Then, on Wednesday moming, the accounts payable clerks verify
the amount of each check with the register and also confirm that all



Cl:

supporting documents are attached. Aftér Mary reviews the registers and
documentation, the checks are mailed out to the vendors. Mary is
concerned. She is reviewing Nancy’s and Robert’s work and Mary cannot
locate the supporting documents for a $10,000 check on Robert's check
register. The check appears to be missing also.

Robert and Linda are the only employees who have been with the depart-
ment long enough to accrue any vacation time. Robert just returned from
a four-day vacation hiking in the Big Bend area. Linda has not taken any
vacation for the past two years. She maintains this is necessary because
there are so many new employees. Linda does appear to be busy. She is
consistently the first to arrive at work each day and the last to leave at
night. However, Linda is at the point where she will lose a lot of vaca-
tion days, so Stan has insisted that she take vacation. Linda agreed w do
this, but takes only one day at a time.

Risk Factors: Absent

A2:

B2:

C2:

Four months ago, Stan asked Linda to develop controls over the accounts
payable function for the City. The prior Finance Director had abolished
these controls because she thought they were unnecessary. However, Stan
knows they are important, so he wants two checks: (1) each accounts
payable clerk (Nancy and Robert) to check the other's work, and (2) the
senior accountant {Mary) to check the work of both of the accounts payable
clerks. Linda designed some controls that met Stan’s expectations and the
controls have been in place for three months.

Each Tuesday evening, the City runs checks for the invoices that are due
that week. Then, on Wednesday morning, the accounts payable clerks verify
the amount of each check with the register and also confirm that all
supporting documents are attached. After Mary reviews the registers and
documﬁsntation, the checks are mailed out to the vendors. Mary reviews
Nancy’s and Robert’s work and notes that all checks and supporting docu-
ments are accounted for this week.

Robert and Linda are the only employees who have been with the depart-
ment long enough to accrue any vacation time. Robert just returned from
a four-day vacation hiking in the Big Bend area. Linda and her husband
spent 8 week at the beach earlier this year.



