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SAS-112

HISTORY

· Statement on Auditing Standards 112 “Communicating Internal Control Related Matters Identified in an Audit”

· Issued by the AICPA (American Institute of Certified Public Accountants)

· Similar in intent and context to Sarbanes Oxley rules for public companies

WHY IS THIS SIGNIFICANT?

· Changes the process for evaluating deficiencies in internal controls.

· Makes the rules similar to public companies.

· Changes how those deficiencies are reported to management, the board and the public.

WHAT IS INTERNAL CONTROL?

· It is a set of critical processes established to prevent or detect errors and potential fraud in the financial statements.

· Examples of internal control:

Account Reconciliation

Budgets

Start and end dates on grant

Timely monthly reports

Approvals – purchase orders, payment request, RLDCs,

Time and Effort reporting

Segregation of duties

LEVELS OF ERRORS

· Control Deficiency:
A flaw in the system that does not prevent or catch an error.

· Significant Deficiency:
Combination of errors, that could lead to a misstatement of the financial statements

· Material Weakness:
A combination of significant deficiencies, which could result in a material misstatement on the financial statements.

DEPARTMENT LEVEL

· Trained employees reviewing transactions and reports

· Appropriate approvals

· Documentation:
Retaining records
Explanations, if necessary
Procedures are practiced
· Timely review of reports

· Correction of errors
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