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Internal Controls
Justin Garcia

Contract Audit Review Specialist

Division of  Local Government Audit

Disclaimer

The opinions expressed during this presentation are my own. They do not 
necessarily represent the views of  the Tennessee Comptroller of  the 

Treasury, his representatives, or the Tennessee Division of  
Local Government Audit. 
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Why are they important?

Why are they 
important?

2016 – 2024

This is why….

25 Investigative Reports
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Why are they 
important?

This is why….

$21,000,000

2016 – 2024

How do we prevent this?
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Internal 
Controls

Internal Controls Protect
Employees

Board Members
Grant Funds Department Property

District  Image 
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What are Internal Controls?

Internal control is a process, affected by an entity's board of directors, management,
and other personnel, designed to provide reasonable assurance regarding the
achievement of objectives relating to operations, reporting, and compliance. Internal
control is also integral to detecting fraud. An internal control system provides
reasonable, though not absolute, assurance that an entity's objectives will be achieved.

The above definition is from Defining Tennessee Audit: A Glossary of  Audit Terms. 
The glossary is issued by the Comptroller of  the Treasury (Glossary (tn.gov)).

What are Internal Controls?
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In short, internal controls help ensure that your organization can achieve
their objectives related to:

•Operations
• Reporting
• Compliance

What are Internal Controls?

Five components of  internal control –
1. Control Environment
2. Risk Assessment
3. Control Activities
4. Information and Communication
5. Monitoring

What are Internal Controls?
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Five components of  internal control –
1. Control Environment
2. Risk Assessment
3. Control Activities
4. Information and Communication

5.Monitoring

What are Internal Controls?

Preventive Controls 
(before):

Detective Controls
(after):

Internal Control Activities
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Preventive Controls 
(before):

Detective Controls
(after):

Internal Control Activities

Purchase Orders
 Safeguarding Assets
Computer Passwords
Computer and Service 

Backups

Bank Reconciliations
Physical Inventories
Monitoring Expenditures 

against budget
 Internal/External Audit

What is the #1 finding?
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Response: Due to the size of the 
District, it is not economically feasible 
to hire additional staff at this time

Segregation of  Duties
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Segregation of  Duties

Grants

Purchasing

Reconciling

Receipts

Payroll

Journal Entries

Segregation of  Duties

Grants

Purchasing

Reconciliation

Receipts

Payroll

Journal Entries

Comptroller.tn.gov

Resources to Help
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Internal Controls Checklists
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Example: 
Journal 
Entries

Example: 
Journal 
Entries
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Example: 
Journal 
Entries

Example: 
Journal 
Entries
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Example: 
Issuing 
Checks

Example: 
Issuing 
Checks
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Example: Receipts

Example: Receipts
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Example: Receipts 

Example: Receipts 
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Example: Receipts

39

40



12/19/2024

21

Segregation of  Duties

Comptroller.tn.gov
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Justin Garcia
Contract Audit Review Specialist

Division of  Local Government Audit

615-401-7810
Justin.Garcia@cot.tn.gov

General Contact Information
Local Government Audit

615-615-7841
LGA.web@cot.tn.gov

Contact Information
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