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FINANCIAL REPORTING AND CONTROLS SELF-ASSESSMENT
FINANCIAL REPORTING AND CONTROLS SELF-ASSESSMENT

Guidelines for Completion:
In connection with the Company’s compliance efforts with Section 404 of the Sarbanes-Oxley Act of 2002, the following questionnaire has been developed to document the application of certain processes and internal controls over financial reporting. 
Please answer the questions noted below by providing a mark ( X ) in the box provided.  Additional disclosures or clarification can be provided as a Comment after the question or in the applicable Comments section.

Unless otherwise noted, it is expected that the controls in this self-assessment are applied at least quarterly.  If the control is applied less than quarterly, indicate a “no” response and identify the frequency in the comments section.  Also, please identify any other significant internal control activities performed (that are not captured in the below-noted questions) in the applicable Comments section.

Assessment Questionnaire:

Section I. Income Statement 

	Revenue
	Yes
	No
	N/A

	1. Are revenues reviewed against budget, comparable prior periods and current business expectations by appropriate management to determine the reasonableness of recorded amounts?
	
	
	

	2. Are accounting period cutoffs for revenues consistently applied?
	
	
	

	3. Is revenue recorded only for goods and services actually provided?
	
	
	

	4. Are discounts and refunds properly approved?  
	
	
	

	Comments:


	Operating Expenses
	Yes
	No
	N/A

	1. Are department expenses as well as key cost statistics reviewed by appropriate department management, both against budget and comparable prior periods, to ensure that expenses are reasonably stated?
Comment:  An Actual to Budget variance analysis is prepared by _______ and reviewed by the CFO quarterly.  Review of this quarterly analysis is also done by _________ and the Board of directors. 
	
	
	

	2. Are department management questions or issues resolved as part of preparing the financial close?
Comment:  The _________ meets with management as questions or issues arise.
	
	
	

	3. Are accounting period cutoffs for expenses consistently applied? 
Comment: An estimate is prepared at month and quarter ends for unrecorded invoices. 
	
	
	

	4. Are payroll transactions (new hires, rate changes, terminations) and time reported appropriately authorized and reviewed to ensure accuracy of recorded amounts? 
Comment: Performed by ______, who uses ADP on-line service to prepare and  review the payroll.  Most employees are on a salary, so payroll is consistent from month to month. Stock based compensation requires special withholding calculations which are done by ______and reviewed usually at year end.
	
	
	

	5. Are bonus and commission payments and/or other forms of executive compensation properly authorized and recorded? 
Comment: All approved by the ____________
	
	
	

	6. Are expenses recorded for all material items where goods have been received and/or services have been incurred as of the end of each reporting period? 
Comment; All invoices received are scanned and emailed to ______ for approval within 1-2 days and then entered into the ______ AP system _____ with the AP cutoff at month end.  Invoices coming in after about 3-5 days after the period end are accrued and then reversed in the subsequent period.  Invoices are generally received in the _______ office by the Administrative Assistant.
	
	
	

	7. Are taxes and benefits premiums withheld remitted timely? 
Comment: Yes, paid monthly by ______
	
	
	

	8. Are invoices approved for payment only by authorized personnel? 
Comment: Yes, all approvals are done by ______. 
	
	
	

	Comments: 


Section II. Balance Sheet 

	General
	Yes
	No
	N/A

	1. Is the balance sheet reviewed against comparable prior periods and current business expectations, taking into account actual capital expenditures and other business activities, to determine the reasonableness of recorded amounts?
	
	
	

	2. Is the balance sheet reviewed to determine if the current/ non-current classification of assets and liabilities is reasonable?
	
	
	

	Comments: 


	Cash
	Yes
	No
	N/A

	1. Is cash deposit and disbursement activity reviewed for consistency with the business cycle? 
Comment: Done with the review of monthly cash flow budget.
	
	
	

	2. Are any funding requirements communicated timely to the CFO, CEO and Board? 
Comment: Done with review of cash flow budget and at the Board meetings. Also a weekly cash and AR flash report is prepared by _____ and submitted to _______.
	
	
	

	3. Is the number of check signers or individuals authorized to transact wire/electronic funds transfers appropriately limited and are bank signature cards or other means of authorization with the banking institutions kept current? 
Comment: ________ are the only authorized check signers.  Almost all checks are sent electronically through ________ (ACH).   
	
	
	

	4. Are appropriate procedures in place for accurate and complete cash cutoff? 
Comment: Disbursements are done electronically with on-line banking and recorded when initiated with the bank.
	
	
	

	5. Are cash receipts adequately safeguarded against loss and unauthorized use or disposition?
 Comment: No receipts of manual checks, all receipts via bank wires.
	
	
	

	Comments: Key control –



	Accounts Receivable
	Yes
	No
	N/A

	1. Are the levels and trends of receivables monitored for consistency with the business cycles and related billing and collections patterns?
	
	
	

	2. Is collection activity and follow-up on delinquent accounts appropriate?
	
	
	

	3. Are reserves established based on a consistent methodology and supported by detail?
	
	
	

	4. Is the adequacy of the reserves reviewed?
	
	
	

	5. Are balances deemed uncollectible appropriately authorized for write-off?
	
	
	

	Comments



	Other Receivables
	Yes
	No
	N/A

	1. Are amounts classified as other receivables reviewed to ensure they are bona fide and fully collectible?
	
	
	

	Comments:



	Inventory
	Yes
	No
	N/A

	1. Is a physical inventory count performed and the general ledger adjusted at appropriate intervals?  (note that large adjustments may indicate that the frequency of the inventory counts needs to increase.)
	
	
	

	2. Are only qualified items included in inventory balances?
	
	
	

	3. Is there an effective process in place to review inventory and adjust inventory balances for obsolescence at reasonable intervals?
	
	
	

	4. Is inventory adequately safeguarded against loss and unauthorized use or disposition?
	
	
	

	Comments:



	Prepaid Assets
	Yes
	No
	N/A

	1. Is the prepaid schedule reviewed to ensure items included in prepaid accounts are appropriate and the amortization periods are correct?
	X
	
	

	Comments: 



	Investments
	Yes
	No
	N/A

	1. Are the balances in investment accounts reviewed for reasonableness and proper valuation?
	X
	
	

	Comments: 


	Fixed Assets
	Yes
	No
	N/A

	1. Are capitalized items reviewed to ensure they represent proper capital expenditures and supported by approved capital expenditure requests?
	
	
	

	2. Are projects in construction-in-progress moved to a depreciable status at the appropriate in-service date?
	
	
	

	3. Are depreciation methods appropriate and consistent?
	
	
	

	4. Is depreciation expense reviewed to ensure that it is calculated based on the cost of the assets in service during the quarter?
	
	
	

	5. Are fixed assets periodically reviewed for obsolescence to ensure that the useful lives are accurate and appropriate?
	
	
	

	6. Are all repair and maintenance expenses that did not significantly increase the useful lives of properties, expensed as incurred?
	
	
	

	7. Is disposal and/or retirement activity appropriately reflected in account balances?
	
	
	

	8. Are vulnerable at-risk assets, such as laptop computers, adequately safeguarded against loss and unauthorized use or disposition?
	
	
	

	Comments: 


	Other Assets
	Yes
	No
	N/A

	1. Do these assets represent costs that will benefit future periods?
	
	
	

	Comments: 



	Intercompany
	Yes
	No
	N/A

	1. Are intercompany balances reconciled to ensure proper elimination in consolidation?  
	
	
	

	2. Are there any disputed intercompany balances?  If so, explain in Comments section below.
	
	
	

	Comments: 


	Intangibles
	Yes
	No
	N/A

	1. Are the balances in intangible asset accounts reviewed at appropriate intervals to ensure they are reasonable, including consideration of impairment?
	
	
	

	Comments:  



	Accounts Payable and Accrued Expenses
	Yes
	No
	N/A

	1. Is the accounts payable balance reviewed to ensure that accruals for goods and services received but not invoiced are complete and supported? 
Comment: 
1. An unrecorded liability search is completed at month end and quarter ends by ______, and is reviewed internally by ________.   

2. The Company books a general accrual for unrecorded liabilities.  At the quarterly close the reserve is compared for reasonableness against the identified unrecorded liabilities.
	
	
	

	2. Are accounts payable items appropriately approved in accordance with authorization policies? 
Comment: No formal written authorization policy as all invoices are approved for payment by the CFO and any new vendors questioned before CFO approval.
	
	
	

	3. Are accrual entries properly supported and reviewed? 
Comments: Accruals are supported and  reviewed internally by someone other than the preparer of the accrual entry.  
	
	
	

	4. Is the balance in the accrued payroll account reviewed for reasonableness and proper cut-off?
Comment:  Accruals are supported but not reviewed internally by someone other than the preparer of the accrual entry (generally the preparer is ______ and _______ reviews the entry).
	
	
	

	5. Is the balance related to accrued bonuses and other incentive compensation reviewed and adjusted when appropriate?
Comments:  Bonus and Compensation Accruals are supported approved by _______ (generally the preparer is ________).
	
	
	

	Comments:   


	Deferred Revenue
	Yes
	No
	N/A

	1. Is the deferred income balance and activity reviewed for consistency with the business cycle?
	
	
	

	2. Are deferred revenue calculations reviewed to ensure calculations are accurate and in accordance with prescribed policy?
	
	
	

	Comments:


	Other Liabilities/Contingencies
	Yes
	No
	N/A

	1. Are other accruals reviewed to ensure that they are complete and reasonably supported and the methodology is sound? 
Comments

	
	
	

	2. Are the balances for other liabilities accounts reviewed for reasonableness?
	
	
	

	3. Are claims or events that could trigger possible contingencies properly evaluated and reported timely to the CFO and CEO? 

Comments:  
	
	
	

	4. Are purchase commitments, leases and other contractual obligations executed only by authorized personnel? 
Comments: 
	
	
	

	Comments:



	Income Taxes
	Yes
	No
	N/A

	1. The tax provision and related financial disclosures are reviewed by the CFO or other qualified third parties.  
	
	
	

	2. Support exists for any valuation allowances.
	
	
	

	Comments: 



Section III. Accounting Policies and Compliance
	
	Yes
	No
	N/A

	1. Do the selection and application of accounting policies conform to US generally accepted accounting principles?
Comment:  GAAP issues are discussed by the CAO, CFO with an independent advisor, ________, partner with ________ a NYC based ____ person CPA firm.
	
	
	

	2. Is requisite expertise to evaluate the accounting treatment of new or changing business conditions or accounting rules available when needed?  Please designate the key accounting resource(s) used for this purpose in the 
Comments section below

	
	
	

	3. Are accounting policies consistently applied?
	
	
	

	4. Is the CFO consulted when considering a change in accounting policy?
	
	
	

	5. Is the Company in compliance with any policies outlined in the corporate policy manual or in other documented policy and procedures with respect to obligational authority, banking and finance, employee loans and travel and entertainment?
	
	
	

	6. Does the Company comply with the corporate governance and financial procedures, including:

a. Improper or Questionable Payments? 
	
	
	

	b. Monthly and Quarterly Financial Reporting Requirements/Financial Reporting Requirement for Year-End?
	
	
	

	Comments: 




Section IV. Account Reconciliations

	
	Yes
	No
	N/A

	1. Are general ledger accounts agreed with or reconciled to subsidiary records?
Comment: Subsidiary ledgers are part of _______, so automatically reconciled to G/L accounts by the program.   Other balance sheets are reconciled at least quarterly and documented in the “closing binder”
	
	
	

	2. Are reconciliations of all significant balance sheet accounts (including bank accounts) current?   If not, please explain in Comments section below: 
	
	
	

	3. As part of the reconciliation process, are account reconciliations reviewed by a responsible individual other than the preparer?
	
	
	

	4. Is the review documented in writing?
	
	
	

	5. Are reconciling items cleared timely?
	
	
	

	6. Are there any significant/material unreconciled amounts in any account?  If so, explain?
	
	
	

	Comments:  


Section V. Journal Entries and Non-Routine Transactions

	
	Yes
	No
	N/A

	1. Are all journal entries properly supported, reviewed and approved by appropriate management and reported in the proper period?
	
	
	

	2. Are significant non-routine transactions or significant entries representing judgment and estimates reviewed and approved by appropriate levels of management?
	
	
	

	3. Are significant non-routine transactions brought to the attention of the CFO.
	
	
	

	Comments: 




Section VI. Financial Reporting 

	
	Yes
	No
	N/A

	1. Are appropriate levels of analysis and review of consolidated period end reports by appropriate management and/or individuals with requisite knowledge of the business being performed to verify the accuracy and reasonableness of the reported numbers?
	
	
	

	2. Are foreign currency transactions and translation adjustments properly accounted for in accordance with Corporate policy and US generally accepted accounting principles?
	
	
	

	3. Are related party transactions (other than intercompany transactions) properly reported to the CFO for disclosure consideration?
	
	
	

	4. Do external financial statements prepared for statutory reporting purposes comply, in all significant respects, with local accounting rules, laws and regulations?
	
	
	

	Comments: 

1.  SEC financials are reviewed by ________, __________, ________________ and the Board, by the end of the quarter close.
2.   GAAP issues are discussed by the CAO with an independent advisor, _______, partner with ________a NYC based ______ person CPA firm.

3.   The Company’s has a disclosure committee meeting at the end of each quarter to discuss disclosures needed in the SEC filing. Committee consists of the CEO, CFO/COO and VP ________.


Section VII. Anti-Fraud Controls

	
	Yes
	No
	N/A

	1. Are fraud risks considered in establishing process control activities (authorizations, verifications, reconciliations, positive pay)?
	
	
	

	2. Are background investigations used when screening potential employees?
Comment:  No major hires in 201__
	
	
	

	3. Are mechanisms in place (i.e., hotline access and accessibility to senior management) to detect and/or report management overrides? 
Comment: The Company has a Whistleblower hotline. 
	
	
	

	4. Have all fraud incidents, whether or not material, that involved management or other employees who play a critical role in the Company’s internal control environment, been reported promptly to CFO, CEO or Board of Directors?

Comment: None noted to date
	
	
	

	Comments:  



Section VIII. Segregation of Duties 
	
	Yes
	No
	N/A

	1. Does proper segregation of duties exist surrounding the authorization of transactions, the recording of those transactions in the related records and the physical access to assets?
	
	
	

	2. Specifically, are duties appropriately segregated surrounding the initiation, review/approval and recording of:

a. journal entries?
	
	
	

	b. wire transfers and other forms of electronic payment?
	
	
	

	3. Is access to IT processing systems and records restricted to only authorized and appropriate individuals?
	
	
	

	


IT General Computer Controls 
	
	Yes
	No
	N/A

	1. Does IT Management communicate their activities to the Company’s CEO/CFO and other business owners and do business owners communicate business requirements for information controls to IT?
	
	
	

	2. Is the principle of least privilege (e.g., only enough access is assigned for an individual to perform their job) and segregation of duties (for example assigning the creation and posting of journal entries to different individuals) enforced by the information system where possible?
	
	
	

	3. Are passwords used to restrict access to financial systems?
	
	
	

	4. Is there a process in place to remove inactive and inappropriate user rights and profiles?
	
	
	

	5. Are security mechanisms/tools in place to deter unauthorized access to information systems (including virus protection?)
	
	
	

	6. Are mechanisms in place to detect security violations and disruptions and a process for incident response?
	
	
	

	7. Are backup copies of essential business information and software taken regularly and tested?
	
	
	

	8. Are physical control measures in place to protect business premises and computer processing sites?
	
	
	

	9. Are change control procedures in place?
	
	
	

	10. Is access restricted to critical spreadsheets?
	
	
	

	11. Do employees involved with financial systems receive security awareness training and , if required, sign off that they have read the information security policy?
	
	
	

	Comments:  The IT programs used by the Company are generally prepackaged programs such as _____ or ______ or are third party services such as ADP for payroll.   The Company has requested a SAS 70 reports from all.
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