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Enclosure II: Questions for Commenters

Response from Department of Housing and Urban Development

1. Is the hierarchy of components, principles,
and attributes clearly explained?

Yes. The hierarchy of components, principles,
and attributes is clearly explained. These
include five components which represent the
highest level of the hierarchy of standards for
internal control in the federal government, 17
principles, and relevant attributes as referenced
in Section 2, pages 5 - 9.

2. Are there any internal control concepts
unique to the government environment that
should be in the Green Book that are not
currently included?

No. All internal control concepts unique to the
government environment are included in the
Section 1 — Fundamentals of Internal Control.

3. Does the framework provide the necessary
information to allow program managers to
evaluate the internal controls for their
programs?

Yes. As described on pages Sections 3 and 4
on pages 13 — 18, the framework provided in
the Greenbook allows managers to evaluate the
internal controls for their programs. As
programs change and agencies strive to
improve operational processes and implement
new technological developments, management
must continually assess and evaluate its
internal control to assure that the control
activities being used are effective and updated
when necessary. The framework is well
documented in the exposure draft.

4. Does the Green Book provide adequate
criteria for auditors?

Yes. The standards provide the overall
framework and adequate criteria for
management to establish and maintain internal
controls, and for auditors to identify and
address major performance and management
challenges, and areas at greatest risk of fraud,
waste, abuse, and mismanagement. In addition
the Monitoring Section on pages 68 — 74
comprehensively describes, in Principles 16
and 17, activities to monitor the internal control
system, evaluate results, and ensure identified
internal control deficiencies are remediated.

5. Are the requirements for management to
design, implement, and operate an internal
control system clear, understandable, and
adequate?

Yes, the requirements for management to
design, implement, and operate an internal
control system are explained in detail. The
requirements are clear, understandable, and
adequate as described in Principle 11 through




#28
Enclosure II: Questions for Commenters

HUD - Financial Policy and Procedures Division

15, on pages 52 - 67.

6. Is the evaluation of deficiencies discussion
clear, understandable, and adequate?

Yes. The timely remediation of identified
internal control deficiencies and the timely
reporting of internal control issues to
appropriate internal and external parties are
comprehensively explained in Principle 17, on
pages 71 - 74.

7. Are the roles, divisions, and overlaps of
responsibility for the oversight body,
management, and personnel clear,
understandable, and adequate?

Yes. The roles, divisions, and overlaps of
responsibility for the oversight body,
management, and personnel are clearly stated,
understandable, and adequate as referenced in
Principle 2, pages 22 —26. However, HUD
suggests that the last sentence of paragraph
2.04 on page 23 appears to not sufficiently
address issues of conflict of interest when the
oversight body is composed of entity
management. HUD recommends further
clarification here.

8. Are the documentation requirements
included in the Green Book clear,
understandable, and adequate?

Yes. The documentation requirements
included in the Green Book are clear,
understandable, and adequate as explained
extensively in Principles 3, 12, 16, and 17.

9. Is there a need for additional internal control
implementation guidance? If so, what form
should it take?

No. The guidance on implementation of
internal control activities as stated in the Green
Book is sufficient. HUD does not believe there
is any need for additional internal control
implementation guidance.

10. Is this Green Book written in such a way to
allow state, local, and quasi-governmental
entities, as well as not-for-profit organizations,
to adapt it for their own use?

Yes. The Green Book covers issues relevant to
state, local, quasi-governmental entities, as
well as not-for-profit organizations. The five
components; 17 principles and relevant
concepts of internal controls are adaptable to
state, local, quasi-governmental entities, as
well as not-for-profit organizations. The
implementation of control activities, design,
implementation, and operating effectiveness,
also are adaptable to state, local, quasi-
governmental entities, as well as not-for-profit
organizations. As stated in paragraph 02.08 on
page 7 and 02.13 on page 9, management is
given the flexibility to adapt the internal
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control system due to differences such as
mission, regulatory environment, and entity.
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