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Learning Objectives: 

• Identify the situations in which controls can be avoided or must be installed, and note the nature 
of the best controls. 

• Specify the process steps and controls that can be inserted into the order entry process. 
• Identify the procedure steps and controls used to process customer requests for credit. 
• State the controls used to deal with sales orders, drop shipments, back orders, and merchandise 

returns. 
• Identify the controls used in the computerized and manual issuance of invoices to customers. 
• Identify the controls that can be used to provide structure to the collections process. 
• State the controls associated with the receipt, recordation, and deposit of cash and checks. 
• Identify the different types of controls that can provide structure to the purchasing function. 
• State the controls that can be assigned to supplier invoice recordation and payments. 
• Specify the controls that can be inserted into the processing of employee expense reports. 
• Identify the controls needed to provide a secure environment for the use of procurement cards. 
• Specify the steps in the petty cash process flow, how petty cash can be replaced, and the con-

trols that can be instituted for petty cash. 
• Recognize the controls used in the receiving area. 
• Define the activities needed to create a proper payroll control environment, and note the indi-

cators of payroll fraud. 
• Recognize the controls used to safeguard fixed assets. 
• State the controls used for cash forecasting, funds transfers, stock issuances, and collateral 

monitoring. 
• Identify the process steps and controls that can be integrated into the period-end closing pro-

cess, construction of financial statements, and chart of accounts. 
• Specify the controls that can be applied to the budgeting process and the monitoring of a project. 
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Preface 
A proper system of accounting controls can mean the difference between a reliable accounting operation 
that consistently processes business transactions and one that appears to be in a continual state of crisis. In 
The Accounting Controls Guidebook, we discuss the overall system of controls, the controls that can be 
installed for individual accounting processes, and controls for other systems that are peripherally related to 
accounting operations. 

In Chapter 1, we discuss the accounting controls environment, including the nature of risk, control 
principles, and how to construct a system of controls. In Chapters 2 through 7, we cover the specific controls 
needed for the sales cycle, from the initial receipt of orders through credit granting, shipping, billing, col-
lections, and the receipt of cash. This coverage includes an overview of each process, as well as the controls 
and policies needed for each one. In Chapters 8 through 13, we cover the specific controls needed for the 
procurement cycle, including purchasing, accounts payable, receiving, and several related topics. Again, 
this coverage includes an overview of each process, as well as the controls and policies needed for each 
one. In Chapters 14 through 18, we cover the same types of information for additional topics, including 
payroll, fixed assets, treasury, and financial reporting. 

You can find the answers to many questions about accounting controls in the following chapters, in-
cluding: 

• What is the proper balance of control systems? 
• What are the failings of internal controls? 
• Which controls are needed for sales orders? 
• Which controls do I need for a picking operation? 
• How do I prevent fraud related to billing? 
• Which controls are needed for writing off account balances? 
• How do I prevent the theft of cash? 
• Which controls are needed in a manual purchasing system? 
• How do I create a cost-effective control system for expense reports? 
• How do I prevent buddy punching in the payroll system? 
• Which controls are needed to reliably create consistent financial reports? 

The Accounting Controls Guidebook is designed for both professionals and students. Professionals can use 
it as a reference tool for creating and revising control systems, while it provides students with an overview 
of the entire system of controls. Given its complete coverage of the accounting controls topic, The Account-
ing Controls Guidebook may earn a permanent place on your book shelf. 
 

Centennial, Colorado 
May 2024 

 


	Course Information
	Learning Objectives:
	Table of Contents
	Chapter 1 The Accounting Controls Environment
	Learning Objectives
	Introduction
	The Genesis of Accounting Controls
	The Proper Balance of Control Systems
	The Nature of Risk
	Common Fraud Risk Factors
	Control Principles
	The Failings of Internal Controls
	Preventive and Detective Controls
	Manual and Automated Controls
	Constructing a System of Controls
	Special Case - Acquisitions
	Special Case – Employee Turnover
	Special Case – Rapid Growth
	Control System Documentation
	Terminating Controls
	The Negative Impact of Policies
	Controls Education
	Structure of this Book
	Summary
	Review Questions

	Chapter 2 Order Entry Controls
	Learning Objectives
	Introduction
	Order Entry Process Overview
	In-Process Order Entry Controls
	Alternative Order Entry Control Systems
	Control System for Manual Order Entry
	Control System for Computerized Order Entry

	Additional Order Entry Controls – Fraud Related
	Additional Order Entry Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 3 Credit Controls
	Learning Objectives
	Introduction
	Credit Process Overview
	In-Process Credit Controls
	Alternative Credit Control Systems
	Control System for Manual Credit Management
	Control System for Computerized Credit Management

	Additional Credit Controls – Fraud Related
	Additional Credit Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 4 Shipping Controls
	Learning Objectives
	Introduction
	Shipping Process Overview
	In-Process Shipping Controls
	Alternative Shipping Control Systems
	Control System for Manual Shipping
	Control System for Computerized Shipping

	Additional Shipping Controls – Fraud Related
	Additional Shipping Controls – Periodic Actions
	Summary
	Review Questions

	Chapter 5 Customer Billing Controls
	Learning Objectives
	Introduction
	Customer Billing Process Overview
	In-Process Customer Billing Controls
	Alternative Customer Billing Control Systems
	Control System for Manual Customer Billings
	Control System for Computerized Customer Billings

	Additional Customer Billing Controls – Fraud Related
	Additional Customer Billing Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 6 Collection Controls
	Learning Objectives 
	Introduction
	Collection Process Overview
	In-Process Collection Controls
	Alternative Collection Control Systems
	Additional Collection Controls
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 7 Cash Receipts Controls
	Learning Objectives
	Introduction
	Cash Receipts Process Overview
	In-Process Cash Receipts Controls
	Alternative Cash Receipts Control Systems
	Control System for Cash Receipts
	Control System for Check Receipts
	Control System for Lockbox Receipts
	Control System for Remote Deposit Capture

	Additional Cash Receipts Controls – Fraud Related
	Additional Cash Receipts Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 8 Purchasing Controls
	Learning Objectives
	Introduction
	Purchasing Process Overview
	In-Process Purchasing Controls
	Alternative Purchasing Control Systems
	Control System for Purchasing with Bids
	Control System for Purchasing without Bids
	Controls for Purchasing with a Computerized System
	Purchase Order Clearing

	Additional Purchasing Controls – Fraud Related
	Additional Purchasing Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 9 Accounts Payable Controls
	Learning Objectives
	Introduction
	Accounts Payable Process Overview
	In-Process Accounts Payable Controls
	Alternative Accounts Payable Control Systems
	Control System for Manual Accounts Payable
	Control System for Computerized Accounts Payable
	Control System for Evaluated Receipts

	Additional Payables Controls – Trend Analysis
	Additional Payables Controls – Fraud Related
	Additional Payables Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 10 Expense Report Controls
	Learning Objectives
	Introduction
	Expense Report Process Overview
	In-Process Accounts Payable Controls
	Alternative Expense Report Control Systems
	Control System for Manual Expense Reporting
	Control System for Computerized Expense Reporting

	Additional Expense Report Controls – Fraud Related
	Additional Expense Report Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 11 Procurement Card Controls
	Learning Objectives
	Introduction
	Procurement Card Process Overview
	In-Process Procurement Card Controls
	Alternative Procurement Card Control Systems
	Procurement Card Control System without a Transaction Log
	Procurement Card Control System with a Transaction Log

	Additional Procurement Card Controls – Fraud Related
	Additional Procurement Card Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 12 Petty Cash Controls
	Learning Objectives
	Introduction
	Petty Cash Process Overview
	In-Process Petty Cash Controls
	The Petty Cash Control System
	Additional Petty Cash Controls – Fraud Related
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 13 Receiving Controls
	Learning Objectives
	Introduction
	Receiving Process Overview
	In-Process Receiving Controls
	Alternative Receiving Control Systems
	Control System for Receiving with a Manual System
	Controls for Receiving with a Computerized System

	Additional Receiving Controls – Fraud Related
	Additional Receiving Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 14 Payroll Controls
	Learning Objectives
	Introduction
	Payroll Process Overview
	In-Process Payroll Controls
	Alternative Payroll Control Systems
	Control System for Manual Payroll
	Control System for Computerized Payroll
	Control System for Outsourced Payroll
	Control System for Cash Payroll Payments

	Additional Payroll Controls – Trend Analysis
	Additional Payroll Controls – Fraud Related
	Additional Payroll Controls – Periodic Actions
	Additional Payroll Controls – Related Activities
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 15 Fixed Asset Controls
	Learning Objectives
	Introduction
	Fixed Asset Process Overview
	In-Process Fixed Asset Controls
	Alternative Fixed Asset Control Systems
	Additional Fixed Asset Controls – Fraud Related
	Additional Fixed Asset Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 16 Treasury Controls
	Learning Objectives
	Introduction
	The Cash Forecasting Controls Environment
	The Funds Investment Control Environment
	The Debt Procurement Control Environment
	The Stock Issuance Control Environment
	Additional Treasury Controls – Fraud Related
	Summary
	Review Questions

	Chapter 17 Financial Reporting Controls
	Learning Objectives
	Introduction
	Financial Reporting Overview
	In-Process Financial Reporting Controls
	Additional Controls for Public Companies
	Balancing Controls against Speed
	Additional Financial Reporting Controls – Fraud Related
	Additional Financial Reporting Controls – Periodic Actions
	Additional Accounting Policies
	Summary
	Review Questions

	Chapter 18 Other Controls
	Learning Objectives
	Introduction
	Acquisition Controls
	Budgeting Controls
	Budget Creation Controls
	Budget Integration Controls
	Summary of Budget Controls

	Gift Card Controls
	Information Technology Controls
	Inventory Recordation Controls
	Inventory Valuation Controls
	Project Controls
	Controls for Cost Plus Pricing Arrangements
	Controls for Fixed Fee Pricing Arrangements
	Controls for Internal Projects
	Summary of Project Controls

	Review Questions

	Answers to Chapter Questions
	Glossary
	Index



