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CAPITAL (FIXED) ASSETS
INTERNAL CONTROL QUESTIONNAIRE

[bookmark: _GoBack]
As public servants, it is our responsibility to utilize the taxpayer’s dollars in the most effective and efficient way possible while adhering to laws and regulations governing those processes. There are many reasons for placing controls in various points in these processes that may appear bureaucratic, but are necessary to ensure compliance and accountability.
This document does not address all possible circumstances that need to be considered when establishing internal controls or assessing risk. (Please refer to The State of Utah Accounting Policies and Procedures for Capital Assets as documented in FIACCT 09 – Fixed Assets, found at finance.utah.gov). Each agency is responsible for reviewing their business practices and processes to determine where risks exist and where and how controls can be established to mitigate them. 
Control Objectives:
1. Assets and records are appropriately safeguarded.
2. Adequate segregation of duties exists.
3. Accountability is established as early as possible.
4. Transactions and activities are properly authorized.
5. Transactions and events are properly recorded.
6. Periodic verification of the existence and condition of assets occurs.
7. Compliance with asset reporting requirements occurs.
Segregation of incompatible duties requires the following functional responsibilities be performed by different work units, or at a minimum, by different persons within the same unit:
1. Authorization to execute transactions: This duty belongs to persons with authority and responsibility to initiate and execute transactions such as purchases and dispositions of capital assets.
2. Recording transactions: This duty refers to the accounting or record keeping function, which in most agencies, is accomplished by entering data into the FINET Capital (Fixed) Asset Subsystem and related financial transactions into FINET.
3. Custody of assets involved in the transactions: This duty refers to the actual physical possession or effective physical control/safekeeping of capital assets.
4. Periodic reviews and reconciliation of existing assets to recorded amounts: This duty refers to making comparisons at regular intervals and taking action to resolve differences between physical assets, Capital (Fixed) Asset System entries, and the general ledger accounts. 
The advantage derived from proper segregation of duties is twofold:
· Fraud is more difficult to commit because it would generally require collusion of two or more persons, and most people hesitate to seek the help of others to conduct wrongful acts.
· By handling different aspects of the transaction, innocent errors are more likely to be found and flagged for correction.

INSTRUCTIONS
Each State agency or division is to complete the Capital Assets Internal Control Questionnaire for each business area that performs capital asset functions. A business area may not handle all functions, in which case “N/A” would be marked. 
At a minimum, one Capital Assets ICQ should be completed for each agency/department with capital assets processed directly through FINET.  If your agency is large or decentralized, then one ICQ is needed for each separate division with capital assets processed directly through FINET.   If your agency (or division) has systems processing/purchasing capital assets in addition to those processed/purchased directly through FINET, then an additional ICQ is needed for each separate system.  Though the ICQ is tailored to the FINET System, agencies should do their best to apply the applicable questions to non-FINET systems.
The ACT representative (or the internal control contact if delegated by the agency) for each agency will need to do the following:  (1) attend the monthly ACT meetings, (2) complete the ICQs or distribute the ICQs to those who will complete them, (3) gather the completed ICQs back up after they are completed, (4) have the Chief Financial Officer, Director of Finance or Comptroller of the agency review and approve them, (5) send the completed and approved ICQs electronically back to the Division of Finance, and (6) send the completed and approved ICQs to the agency’s internal auditors, if your agency is required by the Internal Audit Act to have an internal audit function.  Please submit this ICQ electronically to any employees listed on the Division of Finance Internal Control website - as either a Word (.docx) or scanned (.pdf) document attached to an email.  When the names of the people approving the ICQ are typed into the signature page of the document, the agency is representing that those individuals saw and approved the completed ICQ.
The Chief Financial Officer, Director of Finance, or Comptroller for each agency will need to do the following:  (1) determine which and how many ICQs are needed, (2) review and approve each ICQ after they are completed, (3) have the agency head/executive director review and sign/acknowledge them, (4) determine which optional ICQs will be completed.

Please answer each question by checking the appropriate box (either Yes, No, or N/A). A “No” response identifies an internal control weakness or that the control is achieved with another compensating control. Please describe in the Comments field a detailed explanation for each “No” answer:
· The plan to resolve the weakness including the estimated date of completion, or
· The compensating control(s) and why they adequately compensate for the “No” response.
ICQs containing “No” responses, but without adequate and complete explanations, will be sent back to the agencies for revision and resubmission to State Finance.  Compensating controls are appropriate for ICQ questions not involving compliance (such as segregation of duties); however, for laws, rules, and State policies, coming into compliance is the only solution for noncompliance.
“N/A” responses, when the reason is not readily apparent, also need an explanation.
For system and internal control documentation purposes, agencies are encouraged to add a brief description of the control/procedures for many or all “yes” responses.

When an ICQ question is worded in such a way that it does not apply exactly to the agency’s situation, please attempt to apply the meaning or purpose of the question to the agency’s situation.

For more information about the Internal Control Self-Assessment Program and these Internal Control Questionnaires, or for contact information of the coordinator of this program, see the State Division of Finance website, http://finance.utah.gov/.  Then, click on “Internal Control.”
Complete the certification on the last page for each ICQ completed. 




Control Activities
	
	Key Control Activities
	Yes
	No
	N/A
	Comments

	1.
	Is your agency using the FINET Capital (Fixed) Asset Subsystem?
	
	
	
	

	2.
	If your agency is not using the FINET Capital (Fixed) Asset Subsystem, has your agency received and maintained in its possession written approval from the Division of Finance?
	
	
	
	

	3.
	If your agency is using another capital (fixed) asset system, are there adequate controls to ensure the above control objectives are being met?
	
	
	
	

	4.
	Is Finance Policy FIACCT 09-16.02 followed when performing an annual physical inventory of capital assets and pilferable assets that are not capitalized?
	
	
	
	

	5.
	Have all employees with fixed asset related duties gone through FINET navigation and usage training and FINET Fixed Asset Training?
	
	
	
	

	6.
	If federal funds are used to purchase a capital asset, are federal rules and regulations specific to the grant followed? 
	
	
	
	

	7.
	Are individual capital assets properly classified within major classes of asset (i.e. software classified as type S - software)?  [Class of asset must be entered into FINET by the agency.]
	
	
	
	

	8.
	Are Capital asset records maintained that adequately classify and identify individual items and support the cost and trade-in value?  [If the agency knows or can accurately estimate the salvage or trade-in value, the value can and should be entered into FINET.]
	
	
	
	

	9.
	If there are any missing assets, is the Criminal Justice Division of the Attorney General’s Office notified, and is written notification sent to the Division of Finance, as described in the Finance Policy FIACCT 09-10.2?
	
	
	
	

	10.
	Are capital asset expenditures reconciled (and adjustments made) to capital asset additions at least monthly in accordance with Finance Policy FIACCT 09-16.01? 
	
	
	
	

	11.
	Are development and construction records adequate to accumulate costs associated with the asset, including labor and materials?  
	
	
	
	

	12.
	Are development costs associated with intangible assets (i.e. internally generated software) including labor and materials tracked in accordance with Finance Policy FIACCT 09-19  to ensure the correct cost is capitalized?   [Agencies are responsible for tracking the labor and materials for software development projects.]
	
	
	
	

	13.
	Are assets donated to your agency valued at fair-market value at the time of donation per Finance Policy FIACCT 09-01.00(B.3)?
	
	
	
	

	14.
	Is the correct sales price or trade-in value used in order to properly record the gains and losses recognized from disposals of capital assets?
	
	
	
	



	

	Segregation of Duties
	Yes
	No
	N/A
	Comments

	15.
	Does adequate segregation of duties exist for purchasing, receiving, recording, approving, and performing the physical inventory count for capital assets? (Segregate purchasing and receiving functions. Also segregate recording from receiving functions)
	
	
	
	

	16.

	Are responsibilities for the project accounting and record keeping functions segregated from those with custody of the assets?
	
	
	
	

	17.
	Are responsibilities for the periodic physical inventories of capital assets assigned to responsible officials having no custodial responsibilities?
	
	
	
	

	18.
	Is access to FINET or accounting records limited/controlled from those who have custodial responsibilities?
	
	
	
	




	
	Procedural Controls
	Yes
	No
	N/A
	Comments

	19.
	Does the Agency have a written procedure to ensure that any purchase over $5,000 with a useful life greater than one year is capitalized according to Finance Policy FIACCT 09-00.00?
	
	
	
	

	20.
	Are capital assets tagged when received per Finance Policy FIACCT 09-16.00 and FIACCT 09-16.02?

	
	
	
	

	21.
	Are pilferable (information-only) assets, including non-capitalized assets under $5,000 (cameras, laptops, printers, smart phones, etc.) tracked, maintained, and inventoried in accordance with Finance Policy FIACCT 09-12.00 and FIACCT 09-16.00?  [Finance policies in this area have been written to provide a certain amount of flexibility to agencies.  For example, agencies may conclude that the Department of Technology Services’ (DTS) tracking and annual physical inventory of all computers is adequate to comply with this policy for “computers.”  If applicable, please explain in the “Comments” column why your agency has chosen not to track certain types of pilferable assets.]
	
	
	
	

	22.
	For intangible assets (for example: easements, computer software other than internally developed software, book libraries, copyrights, historical documents, patents, trademarks, and mineral/forest/air/water/land use rights), does the agency have evidence of ownership and support for the valuation reported in the State’s financial statements (for example: historical cost receipts or invoice or a fair value appraisal document?  [See FIACCT 09-19.00.]
	
	
	
	

	23.
	For historical works of art and collections, are the applicable criteria met with evidence in order to not capitalize them on the State’s financial statements?  [See FIACCT 09-00-00.]
	
	
	
	

	24.
	Are capitalization thresholds followed per Finance Policy FIACCT 09-00.00?
	
	
	
	

	25.
	Is there adequate physical security surrounding capital asset items?
	
	
	
	

	26.
	Is there adequate insurance coverage of the capital asset items?

	
	
	
	

	27.
	Do you provide accurate property valuation information on an annual basis to the Division of Risk Management?
	
	
	
	

	
	Are capital assets properly valued when received, as follows:
	
	
	
	

	28.
	a. Is the total purchase price, less discount, plus any expenditure required to place asset in its intended state of operation the amount capitalized?
	
	
	
	

	29.
	b. Land - Does the recorded asset cost of land purchases include: purchase price, legal and title fees, surveying fees, appraisal and negotiation fees, damage payments, and site preparation costs?
	
	
	
	

	30.
	c. Building and Infrastructure - Does the recorded asset cost of a building include: purchase price, contract price or job order costs plus any other expenditure necessary to put a building or structure into its intended state of operation, including professional fees, damage claims, cost of fixtures, insurance premiums, interest, and related costs incurred during the period of construction?  

	
	
	
	

	31.
	d. Are maintenance costs (for buildings, software, vehicles, etc.) expensed rather than capitalized?

	
	
	
	

	32.
	e. Does the recorded asset cost of internally generated software include only costs in the development phase including:
· The design of software?
· Software configuration?
· Design of software interfaces?
· Coding?
· Installation to hardware?
· Testing, including the parallel processing phase?

	
	
	
	

	33.
	Are additions and improvements to capital assets (including infrastructure), that increase the value, useful life or capabilities of the capital assets capitalized per Finance Policy FIACCT 09-02.00?
	
	
	
	

	34.
	Are procedures in place to ensure the following Capital Asset movements are recorded appropriately and promptly:
a. When assets are received?
b. When asset location changes are made?
c. When assets are transferred to State Surplus                                                             Property?
d. When assets are sold?
e. When assets are stolen, vandalized, or missing?
f. When assets are reassigned to a different organizational entity or to another agency?
g. When assets are assigned to a different custodian?
	
	
	
	

	35.
	When disposing of assets, do agencies follow Surplus Property procedures?
	
	
	
	

	36.
	Are all disposals of property approved by a designated person with proper authority?
	
	
	
	

	37.
	Are Department of Technology Services (DTS) billings reviewed for capital purchases, and are expenditures related to capital purchases properly capitalized?
	
	
	
	

	38.
	At yearend, are expenditures for internally generated software projects not completed reported to the Division of Finance in order to record Construction In Progress (CIP) per Finance Policy FIACCT 09-19.00?  [In most cases, DTS can and does provide this information to Finance.]
	
	
	
	

	39.
	When DTS projects are completed, are current year development costs and previous CIP capitalized according to Finance Policy FIACCT 09-19.00?  [Agencies provide Finance with the construction or development-in-progress costs.]
	
	
	
	

	40.
	Are new building and/or equipment capital leases approved by the Legislature prior to committing State resources?  (Examples: new leases broken out in Budget Prep documents, discussions of new leases with and approval of agency’s legislative subcommittee, etc.)
	
	
	
	

	41.
	Are periodic inventory of documents evidencing property rights (i.e.; deeds, leases, easements, water rights etc.) performed to ensure that deeds and titles are:
a. Properly prepared?
b. Legally recorded?
c. Properly safeguarded?
	
	
	
	

	42.
	When assets are to be depreciated, are useful lives reasonable (see Finance Policy FIACCT 09-17.01)?
	
	
	
	

	43.
	Once an asset is fully depreciated, is it kept on the capital asset subsystem for tracking purposes?
	
	
	
	

	44.
	When costs are charged against federal grants, are depreciation policies or methods of computing allowances in accordance with standards outlined in OMB circulars or grantor agency regulations?
	
	
	
	

	45.
	Is the proper level of approval obtained for any capital asset projects according to Finance Policy FIACCT 04-00.00 and 04-09.00?
	
	
	
	




AGENCY’S OVERALL COMMENTS BELOW, IF ANY








CERTIFICATION STATEMENT

For the agency and business area indicated on this form, we are providing this statement in connection with this internal control questionnaire for the purpose of acknowledging that we are aware of the risks and harms that might occur to the State if the agency has not established and/or does not follow strong internal controls. 

We confirm that we have accurately completed this questionnaire (and others if needed) and documented all compensating controls and corrective action plans for internal control weaknesses in accordance with the instructions provided.

Agency Name: ___________________________  	Division/Bureau: _____________________


Prepared by:		Date:	

Title:		Phone: _____________________________ 


Approved by Chief Financial Officer, Director of Finance or Comptroller: 

Approved by:		Date:	

Title:		Phone: _____________________________ 


Acknowledged by Agency Head/Executive Director:

Acknowledged by:		Date:	

Title:		Phone: _____________________________ 


Please submit this ICQ electronically to any employees listed on the Division of Finance Internal Control website - as either a Word (.docx) or scanned (.pdf) document attached to an email.  When the names of the people approving the ICQ are typed into the signature page of the document, the agency is representing that those individuals saw and approved the completed ICQ.

[Provide names of all preparers below if there is more than one]
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