Prepare internal control questionnaire and
internal control checklist for audit of an
organisationbusiness firm




Internal Control Questionnaire (ICQ) and Internal Control

Checklist for Audit

Internal Control is a system of policies, procedures, rules, and organizational structures designed

to ensure

Safequarding of assets

e Accuracy and reliability of accounting records

e Prevention and detection of frauds and errors

o Operational efficiency

o Compliance with laws and regulations

During audit, auditors evaluate internal controls through:
o Internal Control Questionnaire (ICQ)

o Internal Control Checklist (1CC)

o These tools help auditors assess the effectiveness of the control system of an organization or
business firm.
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Meaning of Internal Control Questionnaire (ICQ)

An Internal Control Questionnaire is a set of structured questions prepared by
the auditor to evaluate whether proper internal controls exist and are
functioning effectively in an organization.

The questions are generally answered as:

® Yes
e No
e Not Applicable (N.A.)

“Yes” usually indicates a strong control, whereas “No” indicates weakness.
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Objectives of ICQ

e To understand the internal control system
e To identify weaknesses in controls

e To determine audit risk

e To plan audit procedures

e To reduce chances of fraud and errors

e To improve operational efficiency
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Features of a Good ICQ

o Simple and clear questions

e Covers all departments

e Logical sequence

e Easy to answer

o Helps identify weaknesses quickly

e Proper documentation
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Areas Covered in ICQ

e Cash Control

e Purchase System

e Sales System

o Inventory Control

e Payroll System

o Fixed Assets

e Banking Transactions

o Computerized Accounting System
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Specimen Internal Control Questionnaire

A. Cash Control ICQ/ AHE HIFU UHTII

English Questions

Are cash receipts deposited daily in bank?
Is petty cash maintained separately?

Are cash payments properly authorized?
Is cash book updated daily?

Is surprise cash verification conducted?
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B. Purchase System ICQ / 59 UUITal YYTdail

English Questions

Are purchase orders approved by authorized officials?

Is quotation comparison done before purchase?

Are goods checked at the time of receipt?

Is there segregation between purchase and payment functions?

IEARE

T Y A 3MAPpd BIRAN gRT Wi T o &2

T TR Y UgA B gal Bl ot 37

1 11 U & GOy oifd bt Tt g2

T TRIE 3R Y B 3T -3(elT sfaaqdl gRT by Sd 872




C. Sales System 1CQ / TdshT YOSl UYTaell

English Questions

Are sales invoices serially numbered?

Is credit approval required for customers?

Are sales returns properly recorded?

Are dispatches matched with invoices?
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Advantages of ICQ

e Saves audit time

e Ensures systematic examination
o Helps in risk assessment

e Detects weak areas

e Provides written evidence
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Limitations of ICQ

e Depends on honesty of answers
e May become lengthy
e Not suitable for every organization

e Requires periodic updating
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Meaning of Internal Control Checklist (1CC)

An Internal Control Checklist is a list of control procedures and activities
prepared by auditors to verify whether specific controls are present and
functioning effectively.

The checklist acts as a reminder to ensure no important control area is
ignored during audit.
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Objectives of Internal Control Checklist

e To verify compliance with procedures
e To ensure completeness of audit work
o To standardize audit process

e To identify deficiencies in controls
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Features of Internal Control Checklist

e Detailed and organized
e Easy to follow

e Covers all audit areas
e Acts as audit evidence

e Reduces omission risk
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Specimen Internal Control Checklist

A. Cash Control Checklist / A% MIF0 dHhide

Checklist Points (English) gdohfawe fdg (fg=<h)
o Cash receipts are recorded immediately A%¢ gl qid @ &1 Srdl 8
e Daily bank deposit system exists gfafes d® S191 gurdl Sudsy ©

e Cash payments are supported by vouchers DG YA I139X gRT gufdfa g

e Cash balance is verified periodically PG WYY BT IAY-YHY U FATU9 gIdl ©

e Dual control over cash handling exists IHE TSy U g4 4977 3




B. Inventory Control Checklist / ¥idb HUAT dhidaw

English fg=al
e Stock registers are maintained properly wiep e Ifud FU 4 79 W1d 7
e Physical verification is conducted regularly TafHa Wifdas ga1uq fHar srar 8
e Slow-moving items are identified it fd ard @1 D1 g Bl
STt 8
o gamaged goods ave separately recorded GRI ATd BT HAT Rbls IW FTd]
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C. Payroll Checklist / dd Ao
English fg=al

o Attendance records are maintained  IufRifg RXeie IWT WAT4T B

e Salary calculations are verified dqd AT AT BT SATdT B

e Overtime approval exists aReIsd &1 Wipld Iuds

e Salary payments are authorized 3d™ YIdE 3ifypd g
e Payroll changes are approved ddd At # uikadd wigpd gid 3




Difference Between ICQ and ICC

Basis

Meaning

Purpose

Nature

Format

Focus

ICQ

Question-based evaluation

Understand controls

Analytical

Questions

Identifying weaknesses

Icc

Checklist-based verification

Verify compliance

Confirmatory

Tick marks/check points

Ensuring completeness




Steps for Preparing

Understand business operations

o [dentify key risk areas

o Study existing control system

e Divide functions department-wise

e Prepare relevant questions/check points
e Test effectiveness of controls

e Document findings

® Suggest improvements




Auditor’s Role in Internal Control Evaluation

The auditor should:

e Examine adequacy of controls
o [dentify weaknesses

e Recommend improvements

o Assess fraud risk

e Ensure compliance with laws

e Report deficiencies to management
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Conclusion

Internal Control Questionnaire and Internal Control Checklist are essential
tools for modern auditing. They help auditors understand, evaluate, and
improve the control environment of an organization. A strong internal control
system ensures reliability, transparency, efficiency, and fraud prevention in

business operation
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