
Module 2 Case Study: 
 
Case Study Instructions: 
 
For this case study, you will be acting as an auditor on a team assigned to audit 
how well an entity is achieving its mission. 
 
The class will be divided into groups. All groups will receive the same 
background information below. However, each group will be responsible for 
evaluating the design, implementation, and operating effectiveness of a different 
component of internal control. In each group, participants will work together to 
discuss the issues and answer the questions. One person will represent each 
group and report out at the end of the allotted time. 
 
Please note that everything in the following case study is fictitious and is meant 
to aid in the instruction of internal control concepts and their application. 

 
Case Study Background: 
Congress passed the Bright Future of America Act (Act), authorizing the 
Department of Education to establish the Office of Promising Talent (Office) to 
support students in America from middle school through undergraduate school to 
improve academic performance in key areas of cultural, scientific, and economic 
studies. This Act requires that the Department of Education report to Congress 
45 days after fiscal year-end on how the funds are being used. The Department 
of Education will provide only limited oversight to the Office, and the Office’s 
appropriations will be a separate line item on the department’s annual budget 
request to Congress. 
 
Office Strategic Goal: 
 

• Support students in America from middle school through undergraduate 
school to improve academic performance in key areas of cultural, 
scientific, and economic studies. 

 
 
Office Objective: 
 

• Establish a grant program that sponsors academic competitions in key 
educational areas to encourage educational achievement.  

 
Now that the Office is entering year two of operations, your audit will evaluate 
whether the Office has developed effective programs to support students in 
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middle school through undergraduate school in order to improve academic 
performance in the three key areas of study outlined in the Act. 
 

 
Control Environment: 
Your audit team visited the Office to obtain an understanding of internal control, 
especially as it related to the academic competition grant program. You noted the 
following: 
 

• The Office has documented standards of conduct, oversight controls, 
an organizational structure, recruitment and retention policies, as well 
as disciplinary policies evidencing that the Office designed a control 
environment.  

 
Office management determined that to achieve its goal of supporting students in 
America to improve academic performance in the key areas of cultural, scientific, 
and economic studies, the Office would need to hire subject matter experts 
(SME) for each of those three areas. You reviewed the Office’s policy documents 
relating to recruitment and retention of key personnel and noted that there were 
key roles defined for these SMEs as shown below: 
 

• Policy Excerpt: “Management will recruit, train, and maintain at least 
one SME for each of the three areas of expertise: cultural, scientific, 
and economic. Each shall have at least a doctorate-level education. 
With respect to the academic competition grant program, SMEs will 
have responsibility for reviewing grant applications for competitions in 
their respective areas.” 

 
During your review of the design of the controls related to the SMEs, you noted 
the following control to achieve the Office’s objective:  
 

• Control: When a grant program application is received for an academic 
competition, grant officers send applications to the SMEs tasked to 
review the type of application (cultural, scientific, or economic 
competition) for evaluation. SMEs evaluate the technical portion of 
the application and sign the Grant Award Review Cover Sheet to 
document their review. 
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You determined that this control was effectively designed to achieve the Office’s 
objective. Your team determined that the next step was to test implementation of 
this control.  
 
To test implementation of the control, you met with a scientific SME to observe 
her role in reviewing grant applications. You observed that she was reviewing an 
application for a cultural competition. The scientific SME mentioned that she 
sometimes reviews applications related to cultural competitions. She stated that 
in order to expedite review, grant officers regularly ask SMEs to review 
applications that are not related to their areas of expertise. 
 
You think that this is a potential issue with implementation of the control. When 
you spoke to management regarding the issue, management informed you that it 
was unaware that the applications were not consistently being evaluated by the 
correct SME. 
 
You determined that this control was not effectively implemented to achieve the 
Office’s objective and that this is a deficiency related to management’s 
implementation of the control. 
 

1. What principle(s) in the Green Book under Control Environment might 
apply to this deficiency? 
 

2. What paragraph(s) in the principle(s) in the Green Book might apply? 
 

3. Complete the four elements of a finding (condition, criteria, cause, effect) 
for this deficiency. 

 

Risk Assessment: 
Your audit team visited the Office to obtain an understanding of internal control, 
especially as it related to the academic competition grant program. You noted the 
following: 
 

• The Office has three key types of personnel related to the grant 
application review process: grant officers, subject matter experts (SME), 
and program managers. Each is responsible for reviewing specific 
aspects of all applications. Grant officers are responsible for 
determining whether the academic competition meets basic 
requirements, such as being within the correct age demographic; 
ensuring SMEs have reviewed applications and returned applications to 
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grant officers; and determining whether the applicant has completed all 
required documents. SMEs are responsible for determining whether the 
technical portion of the academic competition meets the Office’s 
requirements. Program managers ensure that an application review 
checklist has been completed, perform a final review of the application, 
and approve the funding for the academic competition. 

 
The Office performed a risk assessment related to factors that might inhibit it 
from achieving its strategic goal of supporting students in America from middle 
school through undergraduate school to improve academic performance in key 
areas of cultural, scientific, and economic studies. As part of this process, the 
Office has identified the risk that grant program applications may not be 
consistently evaluated by various grant officers and program managers.   
 
Office management determined that to achieve its goal of supporting students in 
America to improve academic performance in the key areas of cultural, scientific, 
and economic studies, the Office would need to address the risks identified in its 
risk assessment process. The Office determined that it needed specific 
guidelines in policy documents for key personnel reviewing applications to follow. 
You reviewed the Office’s policy documents relating to the academic competition 
application review process and noted the following: 
 

• Policy Excerpt: “Management will maintain and periodically update as 
needed a checklist to be used for application review. The checklist will 
have a section detailing the review responsibilities for the grant officer 
and program manager to ensure application review consistency. Grant 
officers are responsible for determining whether the academic 
competition meets basic requirements, such as being within the correct 
age demographic, and whether the applicant has completed all required 
documents. Program managers ensure that the checklist has been 
completed, perform a final review of the application, and approve the 
funding for the academic competition.” 

 
During your review of the design of the controls related to application review by 
key personnel, you noted the following control to achieve the Office’s objective:  
 

• Control: Grant officers and program managers review the applications 
to determine, among other things, whether academic competitions meet 
the program’s age requirements and whether all documents are in each 
application packet. Grant officers and program managers sign the 
checklist to indicate their review. 
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You noted that the Office did not identify inconsistent SME review as a significant 
risk, even though the Office identified SMEs as key personnel. You determined 
that this control was not effectively designed to achieve the Office’s objective and 
that this is a deficiency related to management’s design of the control. 
 

1. What principle(s) in the Green Book under Risk Assessment might apply to 
this deficiency? 

2. What paragraph(s) in the principle(s) in the Green Book might apply? 
3. Complete the four elements of a finding (condition, criteria, cause, effect) 

for this deficiency. 
 

 

Control Activities: 
Your audit team visited the Office to obtain an understanding of internal control, 
especially as it related to the academic competition grant program. You noted the 
following: 
 

• The Office has a documented academic competition application review 
process for grant officers, subject matter experts (SME), and program 
managers.  

 
Office management determined that to achieve its goal of supporting students in 
America to improve academic performance in the key areas of cultural, scientific, 
and economic studies, each division must have duties and controls related to its 
program functions. 
 
You reviewed the Office’s policy documents relating to the academic competition 
grant application review process and noted the following: 
 

• Policy Excerpt: “Grant officers are responsible for determining whether 
the academic competition meets basic requirements, such as being 
within the correct age demographic; ensuring that SMEs have reviewed 
applications and returned applications to grant officers; determining 
whether the applicant has completed all required documents; initially 
approving applications; and making recommendations to program 
managers on whether to give final approval for the funding. SMEs are 
responsible for determining whether the technical portion of the 
academic competition meets the Office’s requirements. Program 
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managers ensure that an application review checklist has been 
completed and approve the funding for each academic competition.” 

 
During your review of the design of the controls related to academic competition 
application review, you noted the following control to achieve the Office’s 
objective:  
 

• Control: Grant officers review and initially approve and recommend 
academic competition applications, releasing funding to the 
competitions, and then forward the applications to program 
managers for final review and approval.  

 
You noted that the Office’s policy states that program managers approve funding 
for each academic competition, but the relevant control states that funding is 
disbursed upon grant officer approval. You think this is a potential issue with 
design of the control.  
 
When you inquired about this discrepancy, Office management informed you that 
program managers review applications after the grant officers disburse funding. 
You determined that this control was not effectively designed to achieve the 
Office’s objective and is a deficiency related to management’s design of the 
control. 
 

1. What principle(s) in the Green Book under Control Activities might apply to 
this deficiency? 
 

2. What paragraph(s) in the principle(s) in the Green Book might apply? 
 

3. Complete the four elements of a finding (condition, criteria, cause, effect) 
for this deficiency. 

 

 

Information & Communication: 
Your audit team visited the Office to obtain an understanding of internal control, 
especially as it related to the academic competition grant program. You noted the 
following: 
 

• The Office has a documented process whereby grant officers report to 
program managers the status of academic competition application 
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review. When academic competition application review is completed, 
grant officers forward applications to program managers for approval.  

 
Office management determined that to achieve its goal of supporting students in 
America to improve academic performance in the key areas of cultural, scientific, 
and economic studies, each grant officer and program manager should design 
controls related to his or her responsibilities within the program that help to 
achieve the program objectives. 
 
You reviewed the Office’s policy documents relating to the academic competition 
application review process and noted the following: 
 

• Policy Excerpt: “Program managers manage all aspects and personnel 
involved in the academic competition application review process. 
Specifically, grant officers review and initially approve the applications, 
and then assign the applications to program managers who perform a 
final review and approval of the applications. Program managers and 
grant officers can review and approve any cultural, scientific, or 
economic academic competition application.” 

 
During your review of the design of the controls related to grant officers reporting 
to program managers, you noted the following control to achieve the Office’s 
objective:  
 

• Control: When grant officers complete all items on the academic 
competition application review checklist, they initially approve and 
forward the applications to program managers for final approval.  

 
You determined that this control was effectively designed to achieve the Office’s 
objective. Your team determined that the next step was to test implementation of 
this control.  
 
To test implementation of the control, you reviewed a cultural application that had 
been in a “Pending Program Manager Approval” status for over a month. Upon 
further investigation, you noted that the application had been initially approved by 
a grant officer but was never assigned to a program manager for review. When 
you asked the grant officer responsible for the application about this, he stated 
that he did not assign the application to a program manager for review because 
the program manager who normally reviews cultural applications was on 
extended leave and the grant officer was unsure which program manager would 
be the appropriate reviewer.  
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You concluded that this is a deficiency related to management’s implementation 
of a control. 
 

1. What principle(s) in the Green Book under Information and Communication 
might apply to this deficiency? 
 

2. What paragraph(s) in the principle(s) in the Green Book might apply? 
 

3. Complete the four elements of a finding (condition, criteria, cause, effect) 
for this deficiency. 

 
 

Monitoring: 
Your audit team visited the Office to obtain an understanding of internal control, 
especially as it related to the academic competition grant program. You noted the 
following: 
 

• The Office has documented procedures for approving academic 
competitions to comply with the Act to support students in America from 
middle school through undergraduate school to improve academic 
performance in key areas of cultural, scientific, and economic studies. 
Under Office policy, each academic competition application must be 
either approved or denied within a 90-day timeframe. 

 
Office management determined that to achieve its goal of supporting students in 
America to improve academic performance in the key areas of cultural, scientific, 
and economic studies, each division (program manager, grant officer, and 
subject matter expert) should design controls related to its responsibilities within 
the program that help to achieve the program objectives. 
 
You reviewed the Office’s policy documents relating to the academic competition 
review process and noted the following: 
 

• Policy Excerpt: “Office management will periodically review each 
division (program manager, grant officer, and subject matter expert) to 
determine whether it is performing academic competition application 
review in accordance with the guidelines established by the Act and 
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Office policy. Management will periodically review reports about each 
division’s operations.” 

 
During your review of the design of the controls related to academic competition 
application review, you noted the following control to achieve the Office’s 
objective:  
 

• Control: On a quarterly basis, Office management reviews division 
reports detailing (a) the number and type of academic competition 
applications granted awards; (b) the number and type of academic 
competition applications denied awards; (c) the number and type 
of academic competition applications in a pending status;  
(d) the days elapsed from initial processing to approval or denial, 
or days in pending status; and (e) all employees authorized to 
complete academic competition application checklists. Office 
management reviews and corrects any issues identified on the 
reports. 

 
You determined that this control was effectively designed to achieve the Office’s 
objective. Your team determined that the next step was to test implementation of 
this control. To test implementation of the control, you observed a member of 
Office management reviewing a division report. 
 
The division report showed that a grant officer had recommended an academic 
competition relating to physical education. However, a program manager had not 
approved or denied the application, and 95 days had elapsed since the Office 
began processing the application. When you inquired with Office management as 
to why this was not remediated, you determined that Office management does 
not regularly review the reports generated, sometimes taking up to 6 months 
after quarter-end to review the reports. 
 
You determined that this control was not effectively implemented to achieve the 
Office’s objective and that this is a deficiency related to management’s 
implementation of a control. 

1. What principle(s) in the Green Book under Monitoring might apply to this 
deficiency? 
 

2. What paragraph(s) in the principle(s) in the Green Book might apply? 
 

3. Complete the four elements of a finding (condition, criteria, cause, effect) 
for this deficiency. 

9 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.7
  /CompressObjects /All
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


