
The classes of transactions that are significant to the financial 

statements

The procedures through which transactions are initiated, recorded, 

processed and reported in the financial statements

Understand the accounting records that are used to initiate, record, 

process and report transactions

Determine how the system captures significant non-transactional 

events and conditions.
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Review the process used to prepare financial statements, including 

important estimates and disclosures.

Understand controls over journal entries, especially those for unusual or 

non-recurring transactions.

5. Financial Reporting Process

6. Journal Entry Controls



Control Activities

Control activities include policies and procedures ensuring 

management's directives are implemented.C
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Management may use external feedback, such as customer complaints or 

regulator comments, for monitoring controls.

In small entities, close management involvement in operations often 

helps in identifying and correcting control issues.
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