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TO AUDIT OFFICIALS, CIOS, AND OTHERS INTERESTED IN
FEDERAL AND OTHER GOVERNMENTAL INFORMATION
SYSTEM CONTROLS AUDITING AND REPORTING

This letter transmits the revised Government Accountability Office
(GAO) Federal Information System Controls Audit Manual
(FISCAM). The FISCAM presents a methodology for performing
information system (IS) control' audits of federal and other
governmental entities in accordance with professional standards,
and was originally issued in January 1999. We have updated the
FISCAM for significant changes affecting IS audits.

This revised FISCAM reflects consideration of public comments
received from professional accounting and auditing organizations,
independent public accounting firms, state and local audit
organizations, and interested individuals on the FISCAM Exposure
Draft issued on July 31, 2008 (GAO-08-1029G).

GAO would like to thank the Council of the Inspectors General on
Integrity and Efficiency and the state and local auditor community
for their significant input into the development of this revised
FISCAM.

Summary of Major Revisions to FISCAM

The revised FISCAM reflects changes in (1) technology used by
government entities, (2) audit guidance and control criteria issued
by the National Institute of Standards and Technology (NIST), and
(3) generally accepted government auditing standards (GAGAS),

Information system (IS) controls consist of those internal controls that are dependent on
information systems processing and include general controls (entitywide, system, and
business process application levels), business process application controls (input,
processing, output, master file, interface, and data management system controls), and user
controls (controls performed by people interacting with information systems).
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as presented in Government Auditing Standards (also known as
the “Yellow Book”).? The FISCAM provides a methodology for
performing information system (IS) control audits in accordance
with GAGAS, where IS controls are significant to the audit
objectives. However, at the discretion of the auditor, this manual
may be applied on other than GAGAS audits. As defined in GAGAS,
IS controls consist of those internal controls that are dependent on
information systems processing and include general controls and
application controls. This manual focuses on evaluating the
effectiveness of such general and application controls. This manual
is intended for both (1) auditors to assist them in understanding the
work done by IS controls specialists, and (2) IS controls specialists
to plan and perform the IS controls audit. The FISCAM is not
intended to be used as a basis for audits where the audit objectives
are to specifically evaluate broader information technology (IT)
controls (e.g., enterprise architecture and capital planning) beyond
the context of general and business process application controls.

The FISCAM is consistent with the GAO/PCIE Financial Audit
Manual (FAM). Also, the FISCAM control activities are consistent
with the NIST Special Publication (SP) 800-53 and other NIST and
OMB IS control-related policies and guidance and all SP 800-53
controls have been mapped to FISCAM.?

The FISCAM is organized to facilitate effective and efficient IS
control audits. Specifically, the methodology in the FISCAM
incorporates:

o Top-down, risk based approach that considers materiality and
significance in determining effective and efficient audit
procedures and is tailored to achieve the audit objectives.

®GAO, Government Auditing Standards, GAO-07-162G (Washington, D.C.: July 2007).

*To assist the auditor in identifying criteria that may be used in the evaluation of IS
controls, Chapters 3 and 4 include references, where appropriate, to NIST SP 800-53, other
NIST standards and guidance, and OMB policy and guidance. Also, Appendix IV includes a
summary of the mapping of the FISCAM controls to such criteria. In addition, audit
procedures in FISCAM are designed to enable the auditor to determine if related control
techniques are achieved.
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o Evaluation of entitywide controls and their effect on audit risk.

° Evaluation of general controls and their pervasive impact on
business process application controls.

o Evaluation of security management at all levels (entitywide,
system, and business process application levels).

o A control hierarchy (control categories, critical elements, and
control activities) to assist in evaluating the significance of
identified IS control weaknesses.

o Groupings of control categories consistent with the nature of
the risk.

o Experience gained in GAO’s performance and review of IS
control audits, including field testing the concepts in this
revised FISCAM.

As discussed above, this manual is organized in a hierarchical
structure to assist the auditor in performing the IS controls audit.
Chapter 3 (general controls) and Chapter 4 (business process
application level controls) contain several control categories, which
are groupings of related controls pertaining to similar types of risk.
For each control category, the manual identifies critical elements—
tasks that are essential for establishing adequate controls within the
category. For each critical element, there is a discussion of the
associated control activities that are generally necessary to achieve
the critical element, as well as related potential control techniques
and suggested audit procedures. This hierarchical structure
facilitates the auditor’s audit planning and the auditor’s analysis of
identified control weaknesses.

Because control activities are generally necessary to achieve the
critical elements, they are generally relevant to a GAGAS audit
unless the related control category is not relevant, the audit scope is
limited, or the auditor determines that, due to significant IS control
weaknesses, it is not necessary to assess the effectiveness of all
relevant IS controls. Within each relevant control activity, the
auditor should identify control techniques implemented by the
entity and determine whether the control techniques, as designed,
are sufficient to achieve the control activity, considering IS risk and
the audit objectives. The auditor may be able to determine whether
control techniques are sufficient to achieve a particular control
activity without evaluating and testing all of the control techniques.
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Also, depending on IS risk and the audit objectives, the nature and
extent of control techniques necessary to achieve a particular
control objective will vary.

If control techniques are sufficient as designed, the auditor should
determine whether the control techniques are implemented (placed
in operation) and are operating effectively. Also, the auditor should
evaluate the nature and extent of testing performed by the entity.
Such information can assist in identifying key controls and in
assessing risk, but the auditor should not rely on testing performed
by the entity in lieu of appropriate auditor testing. If the control
techniques implemented by the entity, as designed, are not sufficient
to address the control activity, or the control techniques are not
effectively implemented as designed, the auditor should determine
the effect on IS controls and the audit objectives.

Throughout the updated FISCAM, revisions were made to reflect
today’s networked environment. The nature of IS risks continues to
evolve. Protecting government computer systems has never been
more important because of the complexity and interconnectivity of
systems (including Internet and wireless), the ease of obtaining and
using hacking tools, the steady advances in the sophistication and
effectiveness of attack technology, and the emergence of new and
more destructive attacks.

In addition, the FISCAM includes narrative that is designed to
provide a basic understanding of the methodology (Chapter 2),
general controls (Chapter 3) and business process application
controls (Chapter 4) addressed by the FISCAM. The narrative may
also be used as a reference source by the auditor and the IS control
specialist. More experienced auditors and IS control specialists may
find it unnecessary to routinely refer to such narrative in performing
IS control audits. For example, a more experienced auditor may
have sufficient knowledge, skills, and abilities to directly use the
control tables in Chapters 2 and 3 (which are summarized in
Appendices II and III).
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A summary of significant changes to FISCAM from the prior version
is presented on pages 6-10.

Future updates to the FISCAM, including any implementation tools
and related materials, will be posted to the FISCAM website at
http://www.gao.gov/special.pubs/fiscam.html.

The revised FISCAM is available only in electronic form at
http://www.gao.gov/products/GAO-09-232G on GAO’s Web page.
This version supersedes previously issued versions of the FISCAM
through January 2001. Should you need additional information,
please contact us at FISCAM@gao.gov or call Robert Dacey at
(202) 512-7439 or Greg Wilshusen at (202) 512-6244. GAO staff who
made key contributions to the FISCAM are listed on page 15.

%Zx/%z%

Robert F. Dacey
Chief Accountant

Wd_@;&m\)

Gregory C. Wilshusen
Director, Information
Security Issues

Attachment and enclosures
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SUMMARY OF SIGNIFICANT CHANGES TO THE
FISCAM!

Chapter 1
» Expanded purpose

e provide guidance for performing effective and efficient
Information System (IS) controls audits, either alone or as
part of a performance audit, a financial audit, or an
attestation engagement, including communication of any
identified IS control weaknesses; and

¢ inform financial, performance, and attestation auditors
about IS controls and related audit issues, so that they can
(1) plan their work in accordance with Generally Accepted
Government Auditing Standards (GAGAS) and (2) integrate
the work of IS controls specialists with other aspects of the
financial or performance audit or attestation engagement.

» Conformity with July 2007 Revision to Government Auditing
Standards — (“Yellow Book”)(GAGAS), including information
system control categories

» Conformity with AICPA auditing standards, including new risk
standards

» An overall framework of IS control objectives (see summary on
pages 11-13)

“This section summarizes significant changes to the FISCAM since the prior version.
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Chapter 2

» IS audit methodology consistent with GAGAS and FAM,
including planning, testing, and reporting phases (see a summary
of methodology steps on pages 14-15), which incorporates:
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A top-down, risk-based evaluation that considers materiality
and significance in determining effective and efficient audit
procedures (the auditor determines which IS control
techniques are relevant to the audit objectives and which are
necessary to achieve the control activities; generally, all
control activities are relevant unless the related control
category is not relevant, the audit scope is limited, or the
auditor determines that, due to significant IS control
weaknesses, it is not necessary to test all relevant IS
controls).

An evaluation of entitywide IS controls and their effect on
audit risk, and therefore on the extent of audit testing
(effective entitywide IS controls can reduce audit risk, while
ineffective entitywide IS controls result in increased audit
risk and generally are a contributory cause of IS control
weaknesses at the system and business process application
levels).

An evaluation of general controls and their pervasive impact
on business process application controls (effective general
controls support the effectiveness of business process
application controls, while ineffective general controls
generally render business process application controls
ineffective).

An evaluation of security management at all levels of control
—entitywide, system (includes networks, operating systems,
and infrastructure applications), and business process
application levels.

A control hierarchy (control categories, critical elements,
and control activities) to assist in evaluating the significance
of identified IS control weaknesses (if a critical element is
not achieved, the respective control category is not likely to
be achieved,; if one of the nine control categories are not
effectively achieved, IS controls are ineffective, unless other
factors sufficiently reduce the risk).



e Groupings of control categories consistent with the nature
of the risk.

» Change from “installation level” general controls to “system
level” general controls to reflect the logically networked
structure of today’s systems

» IS controls audit documentation guidance for each audit phase

» Additional audit considerations that may affect an IS audit,
including:
¢ information security risk factors
e automated audit tools

e sampling techniques

Chapter 3

» Reorganized general control categories, consistent with GAGAS:

e Security management - broadened to consider statutory
requirements and best practices

e Access controls - restructured to incorporate system
software, eliminate redundancies, and facilitate IS auditing in
a networked environment:

System boundaries
Identification and authentication
User authorization

Sensitive system resources
Audit and monitoring

Physical security

O O 0O O o ©

¢ (Configuration management - broadened to include network
components and applications

e Segregation of Duties - relatively unchanged
¢ Contingency Planning - updated for new terminology
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» Updated general control activities that (1) are consistent with
current NIST and OMB information security guidance (including
all NIST SP 800-53 controls) including references/mapping of
each critical element to such guidance, and (2) consider new IS
risks and audit experience

Chapter 4

» Audit methodology and IS controls for business process
applications that (1) are consistent with GAGAS and current
NIST and OMB information security guidance (including all NIST
Special Publication 800-53 controls) including
references/mapping to such guidance, and (2) consider new IS
risks and audit experience:

e Application security (formerly general controls at the
application level)

¢ Business process controls related to the validity,
completeness, accuracy, and confidentiality of transactions
and data during application processing

0 Transaction data input

0 Transaction data processing

0 Transaction data output

0 Master file data setup and maintenance
e Interface controls
e Data management systems controls
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Appendices

» Expanded appendices to support IS audits
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Updated information system controls audit planning
checklist

Tables for summarizing the results of the IS audit

Mapping of FISCAM to NIST Special Publication 800-563 and
other related NIST publications

Knowledge, skills, and abilities needed to perform IS audits
Scope of an IS audit in support of a financial audit

Entity’s use of service organizations

Application of FISCAM to Single Audits

Application of FISCAM to FISMA

Information System Controls Audit Documentation
Updated Glossary



INFORMATION SYSTEM CONTROLS OBJECTIVES

GENERAL CONTROLS

Security Management

Controls provide reasonable assurance that security management is
effective, including effective:

security management program

periodic assessments and validation of risk,

security control policies and procedures,

security awareness training and other security-related personnel
issues,

periodic testing and evaluation of the effectiveness of
information security policies, procedures, and practices,
remediation of information security weaknesses, and

security over activities performed by external third parties.

Access Controls

Controls provide reasonable assurance that access to computer
resources (data, equipment, and facilities) is reasonable and
restricted to authorized individuals, including effective

protection of information system boundaries,

identification and authentication mechanisms,

authorization controls,

protection of sensitive system resources,

audit and monitoring capability, including incident handling, and
physical security controls.
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Configuration Management,

Controls provide reasonable assurance that changes to information
system resources are authorized and systems are configured and
operated securely and as intended, including effective

e configuration management policies, plans, and procedures,

e current configuration identification information,

e proper authorization, testing, approval, and tracking of all
configuration changes,

¢ routine monitoring of the configuration,

e updating software on a timely basis to protect against known
vulnerabilities, and

¢ documentation and approval of emergency changes to the
configuration.

Segregation of Duties

Controls provide reasonable assurance that incompatible duties are
effectively segregated, including effective

e segregation of incompatible duties and responsibilities and
related policies, and

e control of personnel activities through formal operating
procedures, supervision, and review.

Contingency Planning

Controls provide reasonable assurance that contingency planning
(1) protects information resources and minimizes the risk of
unplanned interruptions and (2) provides for recovery of critical
operations should interruptions occur, including effective

e assessment of the criticality and sensitivity of computerized
operations and identification of supporting resources,

e steps taken to prevent and minimize potential damage and
interruption,

e comprehensive contingency plan, and

e periodic testing of the contingency plan, with appropriate
adjustments to the plan based on the testing.
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BUSINESS PROCESS APPLICATION CONTROLS

Completeness — controls provide reasonable assurance that all
transactions that occurred are input into the system, accepted for
processing, processed once and only once by the system, and
properly included in output.

Accuracy — controls provide reasonable assurance that transactions
are properly recorded, with correct amount/data, and on a timely
basis (in the proper period); key data elements input for
transactions are accurate; data elements are processed accurately
by applications that produce reliable results; and output is accurate.

Validity — controls provide reasonable assurance (1) that all
recorded transactions and actually occurred (are real), relate to the
organization, are authentic, and were properly approved in
accordance with management’s authorization; and (2) that output
contains only valid data.

Confidentiality — controls provide reasonable assurance that
application data and reports and other output are protected against
unauthorized access.

Availability — controls provide reasonable assurance that application
data and reports and other relevant business information are readily
available to users when needed.’

®Availability controls are principally addressed in application security controls (especially
contingency planning) and therefore, are not included as specific controls in the business
process controls (BP), interface controls (IN), and data management system controls (DA)
categories in Chapter 4.

Page 13



IS AUDIT METHODOLOGY STEPS

Plan the Information System Controls Audit

>

Understand the Overall Audit Objectives and Related Scope of
the Information System Controls Audit

» Understand the Entity’s Operations and Key Business Processes.

» Obtain a General Understanding of the Structure of the Entity’s

vV V V V

A\

Networks

Identify Key Areas of Audit Interest

Assess Information System Risk on a Preliminary Basis
Identify Critical Control Points

Obtain a Preliminary Understanding of Information System
Controls

Perform Other Audit Planning Procedures
Relevant Laws and Regulations
Consideration of the Risk of Fraud

Previous Audits and Attestation Engagements
Audit Resources

Multiyear Testing Plans

O O O O o

Communication with Entity Management and Those
Charged with Governance

Service Organizations
Using the Work of Others
Audit Plan

Perform Information System Controls Audit Tests

>

>

Understand Information Systems Relevant to the Audit
Objectives

Determine which IS Control Techniques are Relevant to the
Audit Objectives

For each Relevant IS Control Technique Determine Whether it is
Suitably Designed to Achieve the Critical Activity and has been
Implemented
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» Perform Tests to Determine Whether such Control Techniques
are Operating Effectively

» Identify Potential Weaknesses in IS Controls and Consider
Compensating Controls

Report Audit Results
> Evaluate the Effects of Identified IS Control Weaknesses

0 Financial Audits, Attestation Engagements, and
Performance Audits

» Consider Other Audit Reporting Requirements and Related
Reporting Responsibilities

KEY GAO CONTRIBUTORS
GAO staff who made key contributions to the FISCAM include: Lon

C. Chin, Debra M. Conner, David B. Hayes, Jeffrey L. Knott, David F.
Plocher, John A. Spence, and Charles M. Vrabel.
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Chapter 1. Introduction

1.0 Chapter 1 Overview

This manual provides a methodology for performing information
system (IS) control audits in accordance with “generally accepted
government auditing standards” (GAGAS), as presented in
Government Auditing Standards (also known as the “Yellow
Book”).° However, at the discretion of the auditor, this manual may
be applied on other than GAGAS audits. As defined in GAGAS, IS
controls consist of those internal controls that are dependent on
information systems processing and include general controls and
application controls. This manual focuses on such general and
application controls.

As computer technology has advanced, federal agencies and other
government entities have become dependent on computerized
information systems to carry out their operations and to process,
maintain, and report essential information. Virtually all federal
operations are supported by automated systems and electronic data,
and agencies would find it difficult, if not impossible, to carry out
their missions and account for their resources without these
information assets. Hence, ineffective IS controls can result in
significant risk to a broad array of government operations and
assets. For example,

e resources, such as payments and collections, could be lost or
stolen;

e computer resources could be used for unauthorized purposes,
including the launching of attacks on others;

e sensitive information, such as taxpayer data, Social Security
records, medical records, other personally identifiable
information, and proprietary business information, could be
inappropriately added, deleted, read, copied, disclosed, or

’GAO, Government Auditing Standards, GAO-07-162G (Washington, D.C.: July 2007).
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modified for purposes such as espionage, identity theft, or other
types of crime;

e critical operations, such as those supporting national defense and
emergency services, could be disrupted;

e data could be modified or destroyed for purposes of fraud or
disruption; and

¢ entity missions could be undermined by embarrassing incidents
that result in diminished confidence in an entity’s ability to
conduct operations and fulfill its responsibilities.

The nature of IS risks continues to evolve. Protecting government
computer systems has never been more important because of the
complexity and interconnectivity of systems (including Internet and
wireless), the ease of obtaining and using hacking tools, the steady
advances in the sophistication and effectiveness of attack
technology, and the emergence of new and more destructive
attacks.

As a result, the reliability of computerized data and of the systems
that process, maintain, and report these data is a major concern to
managements of government entities and their auditors. Auditors
may need to evaluate the effectiveness of information system
controls over data supporting financial statements or data used to
analyze specific program costs and outcomes. In addition, auditors
may be called on to evaluate the effectiveness of IS controls to help
reduce the risk due to errors, fraud, and other illegal acts and
disasters or other incidents that cause the systems to be unavailable.

Figure 1 illustrates the potential complexity of a typical networked
infrastructure. Such infrastructures are built upon multiple hosts,
including desktop personal computers (PCs), servers, and
mainframes. Data communications links and network devices such
as routers, hubs, and switches enable the hosts to communicate
with one another through local area networks (LANs) within
entities. Wide area networks (WANs) connect LANs at different
geographical locations. Moreover, entities are typically connected to
the Internet.
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Figure 1. An Example of Typical Networked Systems
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1.1 Purpose and Anticipated Users of the Manual

This manual describes (1) an audit methodology for assessing the
effectiveness of IS controls, and (2) the IS controls that auditors
evaluate when assessing the confidentiality, integrity, and
availability of information and information systems. The Federal
Information System Controls Audit Manual (FISCAM) is designed to
be used primarily on financial and performance audits and
attestation engagements performed in accordance with “generally
accepted government auditing standards” (GAGAS), as presented in
Government Auditing Standards (also known as the “Yellow
Book”). However, at the discretion of the auditor, this manual may
be applied on other than GAGAS audits. This manual is intended for
both (1) auditors performing financial and performance audits and
attestation engagements to assist them in understanding the work
done by IS controls specialists, and (2) IS controls specialists to
plan and perform the IS controls audit. Federal and other
government auditors may use this manual. It is not an auditing
standard and it would be incorrect to refer to it as a standard. Its
purposes are to

e provide guidance for performing effective and efficient IS
controls audits, either alone or as part of a performance audit, a
financial audit, or an attestation engagement, including
communication of any identified IS control weaknesses; and

« inform financial, performance, and attestation auditors about IS
controls and related audit issues, so that they can (1) plan their
work in accordance with GAGAS and (2) integrate the work of IS
controls specialists with other aspects of the financial or
performance audit or attestation engagement.

The auditor should determine whether IS controls are relevant to
the audit objectives. IS controls generally are relevant to a financial
audit, as financial information is usually processed by information
systems. For financial audits, the GAO/PCIE Financial Audit Manual
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(FAM)" provides a framework for evaluating IS controls as part of a
financial audit. The scope of an information system controls audit in
support of a financial audit is summarized in Appendix VI. For
performance audits, GAGAS 7.27 states that auditors should
determine which audit procedures related to information system
controls are needed to obtain sufficient, appropriate evidence to
support the audit findings and conclusions.® This GAGAS paragraph
provides factors that may assist auditors in making this
determination.

This manual lists specific control activities and techniques and
related suggested audit procedures. These are described at a high
level and assume some level of expertise for an auditor to perform
these audit procedures effectively. Accordingly, the auditor,
applying judgment, should develop more detailed audit steps and
tailor control activities based on the specific software and control
techniques employed by the entity, the audit objectives, and
significant areas of audit interest. Further, the auditor is responsible
for identifying any necessary changes to IS control-related criteria,
including changes to control activities and techniques, based on
publications issued after December 2008. Future updates to the
FISCAM, including any implementation tools and related materials,
will be posted to the FISCAM website at
http://www.gao.gov/special.pubs/fiscam.html.

As used in the FISCAM, “federal entities” refers to those entities that
are subject to the specific law or regulation cited in the related
discussion (e.g., Federal Information Security Management Act,
Federal Financial Management Improvement Act, Federal Managers’
Financial Integrity Act).

"The GAO/PCIE Financial Audit Manual (FAM) provides a framework for performing IS
control audits performed as part of a financial audit. This framework is summarized in
Appendix VI. The FAM is a joint effort between GAO and the President’s Council on
Integrity and Efficiency (PCIE) to provide a methodology for performing financial audits
that meets professional standards. It can be viewed or downloaded at
http://www.gao.gov/special.pubs/gaopcie/.

®In addition, GAO guidance, “Assessing the Reliability of Computer-Processed Data”
(Washington, DC; October 2002) can be used to assist the auditor in determining the use of
IS control audits in assessing data reliability in a performance audit.
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In addition, the FISCAM includes narrative that is designed to
provide a basic understanding of the methodology (Chapter 2),
general controls (Chapter 3) and business process application
controls (Chapter 4) addressed by the FISCAM. The narrative may
also be used as a reference source by the auditor and the IS control
specialist. More experienced auditors and IS control specialists may
find it unnecessary to routinely refer to such narrative in performing
IS control audits. For example, a more experienced auditor may
have sufficient knowledge, skills, and abilities to directly use the
control tables in Chapters 2 and 3 (which are summarized in
Appendices II and IITI).

Further, many of the suggested audit procedures start with the word
“review.” The intent of such language is for the auditor to do more
than simply look at the subject to be reviewed. Rather, a critical
evaluation is envisioned, in which the auditor uses professional
judgment and experience and undertakes the task with a certain
level of skepticism, critical thinking, and creativity.

Although IS controls audit work, especially control testing, is
generally performed by an IS controls specialist, financial or
performance auditors with appropriate training, expertise, and
supervision may undertake specific tasks in this area of the audit.
Throughout this manual, the term “auditor” means either (1) an IS
controls specialist or (2) a financial or performance auditor working
in consultation with or under the supervision of an IS controls
specialist. The FISCAM may be used by other staff that possess
adequate IT competence. GAGAS requires that staff assigned to
conduct an audit must collectively possess the technical knowledge,
skills, and experience necessary to be competent for the type of
work being performed. See Appendix V for additional information
on the knowledge, skills, and abilities needed to perform
information system control audits.
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The following terms are used in the FISCAM to describe the degree
of responsibility they impose on auditors and audit organizations:

e must - Auditors and audit organizations are required to comply
with this unconditional requirement in all cases in which the
circumstances exist to which the unconditional requirement
applies. The term “must” is used only in FISCAM when the
related requirement is specified as a “must” in GAGAS.

e should - Auditors and audit organizations are also required to
comply with this presumptively mandatory requirement in all
cases in which the circumstances exist to which the
presumptively mandatory requirement applies; however, in rare
circumstances, auditors and audit organizations may depart from
a presumptively mandatory requirement provided they document
their justification for the departure and how the alternative
procedures performed in the circumstances were sufficient to
achieve the objectives of the presumptively mandatory
requirement. The term “should” is used when (1) the related
requirement is specified as a “should” in GAGAS, or (2)
performance is deemed necessary to meet GAGAS evidence
requirements for an IS controls audit.

e generally should — Although optional, compliance with this
policy is strongly encouraged

e may - Compliance with this procedure or action is optional. It is
descriptive rather than required. It is explanatory material that
provides further explanation and guidance on the professional
requirements or identifies and describes other procedures or
actions relating to auditors’ or audit organizations’ activities.

When these or similar terms are used to describe management or
entity actions (rather than actions of the auditor or audit
organization), the general meaning of the terms is intended. If the
entity does not comply with a “must” or “should”, the auditor should
assess the impact of the noncompliance on the effectiveness of
related IS controls.
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1.2 Nature of Information System Controls

An evaluation of IS controls generally includes both general and
business process application controls (also called application
controls). The entity must have effective general and business
process application controls to achieve the appropriate
confidentiality, integrity, and availability of critical information and
information systems.

Information system (IS) controls consist of those internal controls
that are dependent on information systems processing and include
general controls (entitywide, system, and business process
application levels), business process application controls (input,
processing, output, master file, interface, and data management
system controls), and user controls’ (controls performed by people
interacting with information systems). General and business process
application controls are always IS controls. A user control is an IS
control if its effectiveness depends on information systems
processing or the reliability (accuracy, completeness, and validity)
of information processed by information systems. Conversely, a
user control is not an IS control if its effectiveness does not depend
on information systems processing or the reliability of information
processed by information systems.

General controls are the policies and procedures that apply to all or
a large segment of an entity’s information systems and help ensure
their proper operation. Examples of primary objectives for general
controls are to safeguard data, protect business process application
programs, and ensure continued computer operations in case of
unexpected interruptions. General controls are applied at the
entitywide, system, and business process application levels. The
effectiveness of general controls is a significant factor in
determining the effectiveness of business process application
controls, which are applied at the business process application level.

%User controls are portions of controls that are performed by people interacting with IS
controls. The effectiveness of user controls typically depend on information systems
processing or the reliability of information processed by IS controls.
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Without effective general controls, business process application
controls can generally be rendered ineffective by circumvention or
modification. For example, automated edits designed to preclude
users from entering unreasonably large dollar amounts in a payment
processing system can be an effective application control. However,
this control is not effective (cannot be relied on) if the general
controls permit unauthorized program modifications that might
allow some payments to be exempted from the edits or
unauthorized changes to be made to data files after the edit is
performed. GAGAS paragraph 7.23 discusses the following types of
general controls: security management, logical and physical access,
configuration management, segregation of duties, and contingency
planning. Chapter 3 discusses the general controls in an IS controls
audit and provides more detail on the critical elements of each type
of general control.

Business process application controls are directly related to
individual computerized applications. They help ensure that
transactions are complete, accurate, valid, confidential, and
available”. Business process application controls include

(1) programmed control techniques, such as automated edits, and
(2) manual follow-up of computer-generated reports, such as
reviews of reports identifying rejected or unusual items. GAGAS
paragraph 7.23 defines application controls, or business controls, as
those controls that help ensure the validity, completeness, accuracy,
and confidentiality of transactions and data during application
processing. Chapter 4 discusses the business process application
level controls in an IS controls audit and provides more detail on the
critical elements of each type of business process application
control.

The overall framework of IS control objectives presented in the
FISCAM can be viewed in different ways. One way to summarize the
objectives is presented below.

10Availability controls are principally addressed in application security controls (especially
contingency planning) and therefore, are not included as specific business process controls
in Chapter 4.
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GENERAL CONTROLS

Security Management

Controls provide reasonable assurance that security management is
effective, including effective:

security management program,

periodic assessments and validation of risk,

security control policies and procedures,

security awareness training and other security-related

personnel issues,

e periodic testing and evaluation of the effectiveness of
information security policies, procedures, and practices,

¢ remediation of information security weaknesses, and

e security over activities performed by external third parties.

Access Controls

Controls provide reasonable assurance that access to computer
resources (data, equipment, and facilities) is reasonable and
restricted to authorized individuals, including effective:

protection of information system boundaries,

identification and authentication mechanisms,
authorization controls,

protection of sensitive system resources,

audit and monitoring capability, including incident handling,
and

e physical security controls.

Configuration Management

Controls provide reasonable assurance that changes to information
system resources are authorized and systems are configured and
operated securely and as intended, including effective:

e configuration management policies, plans, and procedures,
e current configuration identification information,
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e proper authorization, testing, approval, and tracking of all
configuration changes,

e routine monitoring of the configuration,

e updating software on a timely basis to protect against known
vulnerabilities, and

e documentation and approval of emergency changes to the
configuration.

Segregation of Duties

Controls provide reasonable assurance that incompatible duties are
effectively segregated, including effective:

e segregation of incompatible duties and responsibilities and
related policies, and

e control of personnel activities through formal operating
procedures, supervision, and review.

Contingency Planning

Controls provide reasonable assurance that contingency planning
(1) protects information resources and minimizes the risk of
unplanned interruptions and (2) provides for recovery of critical
operations should interruptions occur, including effective:

e assessment of the criticality and sensitivity of computerized
operations and identification of supporting resources,

e steps taken to prevent and minimize potential damage and
interruption,

e comprehensive contingency plan, and

e periodic testing of the contingency plan, with appropriate
adjustments to the plan based on the testing.

BUSINESS PROCESS APPLICATION CONTROLS

Completeness — controls provide reasonable assurance that all
transactions that occurred are input into the system, accepted for
processing, processed once and only once by the system, and
properly included in output.
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Accuracy — controls provide reasonable assurance that transactions
are properly recorded, with correct amount/data, and on a timely
basis (in the proper period); key data elements input for
transactions are accurate; data elements are processed accurately
by applications that produce reliable results; and output is accurate.

Validity — controls provide reasonable assurance (1) that all
recorded transactions and actually occurred (are real), relate to the
organization, are authentic, and were properly approved in
accordance with management’s authorization; and (2) that output
contains only valid data.

Confidentiality — controls provide reasonable assurance that
application data and reports and other output are protected against
unauthorized access.

Availability — controls provide reasonable assurance that application
data and reports and other relevant business information are readily
available to users when needed."

" Availability controls are principally addressed in application security controls (especially
contingency planning) and therefore, are not included as specific controls in the business
process controls (BP), interface controls (IN), and data management system controls (DA)
categories in Chapter 4.
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1.3 Determining the Nature and Extent of Audit Procedures

The nature, timing, and extent of audit procedures performed to
assess IS controls vary, depending on the audit objectives, the
nature and extent of IS control risks and other factors. Factors that
can affect the nature, timing, and extent of audit procedures include
the nature and complexity of the entity’s information systems, the
entity’s control environment, and particular data and applications
that are significant to the financial statements or operations of the
entity. As appropriate, the IS controls specialist, and the financial,
performance, or attestation auditor generally should work
cooperatively to determine the nature, timing, and extent of IS
controls audit procedures.

Inadequate coordination can result in ineffective auditing, for
example, incomplete IS controls audits or improper consideration of
the work performed by the IS controls specialist. When performed
as part of a financial statement audit, an assessment of IS controls is
part of a comprehensive effort to evaluate both the controls over
and reliability of financial reporting. In performance audits and
attestation engagements, the nature and extent of IS controls audit
procedures vary depending on the objectives of the audit.

1.4 Organization of This Manual

This manual is organized as follows:

o Chapter 2 describes the methodology for performing the IS
controls audit.

¢ Chapter 3 provides information concerning the five general
control categories, supporting critical elements, critical activities,
potential control techniques, and suggested audit procedures.

o Chapter 4 provides information concerning the four business
process application control level categories, supporting critical
elements, critical activities, potential control techniques, and
suggested audit procedures.
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¢ Appendices provide supplemental information to assist the
auditor in applying the FISCAM methodology.

This manual provides a risk-based approach for performing the
information system controls audit that is consistent with
government auditing standards and the GAO/PCIE Financial Audit
Manual (FAM).” The FISCAM is consistent with GAGAS and, where
appropriate, the FISCAM discusses the applicable GAGAS
requirements. Each of the nine control categories (five general
control categories and four business process level control
categories) represents a grouping of related controls having similar
types of risk. For each category, this manual discusses the key
underlying concepts, associated risks if the controls in the category
are ineffective, and the critical elements that should be achieved for
IS controls to be effective.

This organization structure facilitates the following:

« Audit planning: Related audit steps can be grouped and broken
down into three primary levels: the entitywide level, the system
level, and the application level.

« Evaluation of findings: The effectiveness of IS controls can be
evaluated by control technique, control activity, critical element,
and control category.

e Audit report drafting: Findings can be summarized by control
category and critical element.

To evaluate IS controls, the auditor should use appropriate criteria
that are relevant to the audit objectives. For audits of federal
entities, criteria are provided by the Federal Information Security
Management Act (FISMA), OMB policies and guidance, and
standards and guidance issued by the National Institute of Standards
and Technology (NIST). NIST has developed a risk management
framework of standards and guidelines for agencies to follow in

“The Financial Audit Manual is a joint effort between GAO and the President’s Council on
Integrity and Efficiency (PCIE) to provide a methodology for performing financial audits
that meets professional standards. It can be viewed or downloaded at
http://www.gao.gov/special.pubs/gaopcie/.
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developing information security programs. This includes, for non-
national security systems, Federal Information Processing
Standards Publication (FIPS Pub) 199 Standards for Security
Categorization of Federal Information and Information Systems,
FIPS Pub 200, Minimum Security Requirements for Federal
Information and Information Systems, and NIST Special
Publication (SP) 800-53, Recommended Security Controls for
Federal Information Systems and other NIST guidance®. The Office
of Management and Budget (OMB) requires federal entities to apply
NIST guidance to non-national security systems. Also, other sources,
such as vendor recommended IS practices and other generally
accepted IS resources, may provide criteria." In addition, NIST is
responsible for developing minimum security standards and
guidelines that are complementary with standards and guidelines
employed for the protection of national security systems and
information contained in such systems. The auditor is responsible
for identifying relevant IS control-related criteria issued after
December 2008 and, where appropriate, criteria beyond that
referred to in the FISCAM. Future updates to the FISCAM, including
any implementation tools and related materials, will be posted to the
FISCAM website at http://www.gao.gov/special.pubs/fiscam.html.

The critical elements and control activities are designed to be able
to be applied to systems with varying level of risk. Consequently,
critical elements and control activities are not differentiated by risk
level. As discussed in Chapter 2, the auditor assesses IS risk based
on a number of factors, including but not limited to consideration of
the security categorizations assigned by management. In assessing
whether the entity’s control techniques are sufficient to achieve a
particular control activity, the auditor considers several factors,

PNIST SP 800-100, Information Security Handbook: A Guide for Managers, provides
guidance on establishing and implementing an information security program and includes
certain entitywide program level controls.

“The Security Content Automation Program (SCAP) is a joint program of the National
Security Agency (NSA), Defense Information Systems Agency (DISA), and NIST. SCAP is
designed as a free, public repository of tools to be used for automating technical control
compliance activities, vulnerability checking, and security measurement. Such tools can
provide additional criteria. See http:/nvd.nist.gov/scap/scap.cfm.
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including but not limited to the level of IS risk, materiality or
significance, and the audit objectives.

FISMA states that standards and guidelines for national security
systems shall be developed, prescribed, enforced, and overseen as
otherwise authorized by law and as directed by the President. Also,
FISMA states that the head of each agency operating or exercising
control of a national security system shall be responsible for
ensuring that the agency:

e provides information security protections commensurate with
the risk and magnitude of the harm resulting from the
unauthorized access, use, disclosure, disruption, modification, or
destruction of the information contained in such system,;

e implements information security policies and practices as
required by standards and guidelines for national security
systems, issued in accordance with law and as directed by the
President; and

e complies with the requirements of FISMA.

GAO has consulted with NIST, as provided for in FISMA, and all
controls in NIST SP 800-53" are mapped to FISCAM". Appendix IV
provides a mapping of the FISCAM critical elements to NIST SP 800-
53 and other related NIST publications. In addition, each critical
element includes references to related NIST SP 800-53 controls.
NIST SP 800-53 includes a table of the mapping. Also, to assist
auditors, individual FISCAM control activities reference related
NIST SP 800-53 controls. This manual provides additional narrative
to assist the auditor in evaluating IS controls. In addition, FISCAM
incorporates other NIST guidance, including, for example, NIST SP
800-100, Information Security Handbook: A Guide for Managers,
which includes coverage of programmatic areas such as information
security governance, capital planning and investment control, and
system development life cycle.

'PNIST has stated that it plans to update SP 800-53 annually.

SAudit procedures in FISCAM are designed to enable the auditor to determine if related
control techniques are achieved.
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FISCAM, which is consistent with NIST and other criteria, is
organized to facilitate effective and efficient IS controls audits.
Specifically, the methodology in the FISCAM incorporates:

A top-down, risk-based evaluation that considers materiality and
significance in determining effective and efficient audit
procedures (the auditor determines which IS control techniques
are relevant to the audit objectives and which are necessary to
achieve the control activities; generally, all control activities are
relevant unless the related control category is not relevant, the
audit scope is limited, or the auditor determines that, due to
significant IS control weaknesses, it is not necessary to test all
relevant IS controls).

An evaluation of entitywide IS controls and their effect on audit
risk, and therefore on the extent of audit testing (effective
entitywide IS controls can reduce audit risk, while ineffective
entitywide IS controls result in increased audit risk and generally
are a contributory cause of IS control weaknesses at the system
and business process application levels)—NIST SP 800-53
principally relates to controls at the system and application level.
An evaluation of general controls and their pervasive impact on
business process application controls (effective general controls
support the effectiveness of business process application
controls, while ineffective general controls generally render
business process application controls ineffective).

An evaluation of security management at all levels of control
(entitywide, system, and business process application levels).

A control hierarchy (control categories, critical elements, and
control activities) to assist in evaluating the significance of
identified IS control weaknesses (if a critical element is not
achieved, the respective control category is not likely to be
achieved; if one of the nine control categories are not effectively
achieved, IS controls are ineffective, unless other factors
sufficiently reduce the risk).

Groupings of control categories consistent with the nature of the
risk.

Experience gained in GAO’s performance and review of IS
control audits, including field testing the concepts in this revised
FISCAM.
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As discussed above, this manual is organized in a hierarchical
structure to assist the auditor in performing the IS controls audit.
Chapter 3 (general controls) and Chapter 4 (business process
application level controls) contain several control categories, which
are groupings of related controls pertaining to similar types of risk.
For each control category, the manual identifies critical elements—
tasks that are essential for establishing adequate controls within the
category. For each critical element, there is a discussion of the
associated objectives, risks, and control activities, as well as related
potential control techniques and suggested audit procedures. This
hierarchical structure facilitates the auditor’s audit planning and
analysis of identified control weaknesses.

Because control activities are generally necessary to achieve the
critical elements, they are generally relevant to a GAGAS audit
unless the related control category is not relevant, the audit scope is
limited, or the auditor determines that, due to significant IS control
weaknesses, it is not necessary to assess the effectiveness of all
relevant IS controls. Within each relevant control activity, the
auditor should identify control techniques implemented by the
entity and determine whether the control techniques, as designed,
are sufficient to achieve the control activity, considering IS risk and
the audit objectives. The auditor may be able to determine whether
control techniques are sufficient to achieve a particular control
activity without evaluating and testing all of the control techniques.
Also, depending on IS risk and the audit objectives, the nature and
extent of control techniques necessary to achieve a particular
control objective will vary.

If sufficient, the auditor should determine whether the control
techniques are implemented (placed in operation) and are operating
effectively. Also, the auditor should evaluate the nature and extent
of testing performed by the entity. Such information can assist in
identifying key controls and in assessing risk, but the auditor should
not rely on testing performed by the entity in lieu of appropriate
auditor testing. As discussed later in this section, if the control
techniques implemented by the entity, as designed, are not sufficient
to address the control activity, or the control techniques are not
effectively implemented as designed, the auditor should determine
the effect on IS controls and the audit objectives.
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The entity’s management is responsible for implementing an
appropriate system of cost-effective IS controls, including an
effective monitoring program to provide management with
reasonable assurance that IS controls are properly designed and
effectively operating. The auditor’s responsibility is to perform tests
of the IS controls and provide conclusions on the results of such
tests to support the audit objectives.

Future updates to the FISCAM, including implementation tools and
materials, will be posted to the FISCAM website at
http://www.gao.gov/special.pubs/fiscam.html.

1.4.1 Appendices

The appendices to the FISCAM, summarized below, provide
additional information to assist the auditor in performing the IS
controls audit.

_______________________________________________________________________________________|]
List of Appendices

Appendix Description Purpose

Appendix | Information System Controls Audit Planning To assist the auditor in
Checklist requesting relevant

background information.

Appendix Il Tables for Summarizing Work Performed in  To assist the auditor in
Evaluating and Testing General and summarizing work
Business Process Application Controls performed.

Appendix Il Tables for Assessing the Effectiveness of To assist the auditor in
General and Business Process Application assessing and reporting on
Controls IS controls.

Appendix IV Mapping of FISCAM to NIST SP 800-53 To show correlation of
and Other Related NIST Publications FISCAM critical elements

to NIST SP 800-53 and
related NIST publications.

Appendix V Knowledge, Skills, and Abilities Needed to  Skill sets necessary to
Perform Information System Controls Audits perform the IS controls
audit.

Appendix VI Scope of an Information System Controls To show relation of
Audit in Support of a Financial Audit FISCAM to relevant FAM
sections.

Appendix VIl Entity’s Use of Service Organizations Audit issues related to an
entity’s use of a service
organization and use of
FISCAM as a basis for
performing a SAS 70 audit.
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Appendix Description

Purpose

Appendix VIII  Application of FISCAM to Single Audits

Use of FISCAM to assess
IS controls over compliance
requirements and financial
reporting in connection with
a Single Audit.

Appendix IX  Application of FISCAM to FISMA

Use of FISCAM for the
independent evaluation of a
federal agency’s
information security
program required by
FISMA.

Appendix X Information System Controls Audit
Documentation

Summarizes IS controls
audit documentation

Appendix XI Glossary

Key terms used in the
FISCAM.

Appendix XII  Bibliography

List of information sources.
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Chapter 2. Performing the Information System
Controls Audit

2.0 Introduction

The information system (IS) controls audit involves the following
three phases:

¢ Planning: The auditor determines an effective and efficient way
to obtain the evidential matter necessary to achieve the
objectives of the IS controls audit and the audit report. For
financial audits, the auditor develops an audit strategy and an
audit plan. For performance audits, the auditor develops an audit
plan.

o Testing: The auditor tests the effectiveness of IS controls that are
relevant to the audit objectives.

e Reporting: The auditor concludes on the effect of any identified
IS control weaknesses on the audit objectives and reports the
results of the audit, including any material weaknesses and other
significant deficiencies.

Appendix VI provides the scope of an IS controls audit in support of
a financial statement audit.

For each of the three phases, the auditor prepares appropriate audit
documentation.

In addition to the GAGAS field work and reporting standards
(Chapters 4 through 8), which are generally addressed by the
FISCAM, the auditor performing a GAGAS audit also should meet
the requirements in Chapters 1, 2, and 3 of Government Auditing
Standards.
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2.1 Plan the Information System Controls Audit

2.1.1 Overview

In planning the IS controls audit, the auditor uses the equivalent
concepts of materiality (in financial audits and attestation
engagements) and significance' (in performance audits) to plan
both effective and efficient audit procedures. Materiality and
significance are concepts the auditor uses to determine the planned
nature, timing, and extent of audit procedures. The underlying
principle is that the auditor is not required to spend resources on
items of little importance; that is, those that would not affect the
Jjudgment or conduct of a reasonable user of the audit report, in light
of surrounding circumstances. On the basis of this principle, the
auditor may determine that some areas of the IS controls audit (e.g.,
specific systems) are not material or significant, and therefore
warrant little or no audit attention.

Materiality and significance include both quantitative and qualitative
factors in relation to the subject matter of the audit. Even though a
system may process transactions that are quantitatively immaterial
or insignificant, the system may contain sensitive information or
provide an access path to other systems that contain information
that is sensitive or otherwise material or significant. For example,
an application that provides public information via a website, if
improperly configured, may expose internal network resources,
including sensitive systems, to unauthorized access. Materiality is

"GAGAS paragraph 7.04 states that “the concept of significance assists auditors
throughout a performance audit, including when deciding the type and extent of
audit work to perform, when evaluating results of audit work, and when
developing the report and related findings and conclusions. Significance is defined
as the relative importance of a matter within the context in which it is being
considered, including quantitative and qualitative factors. Such factors include the
magnitude of the matter in relation to the subject matter of the audit, the nature
and effect of the matter, the relevance of the matter, the needs and interests of an
objective third party with knowledge of the relevant information, and the impact
of the matter to the audited program or activity. Professional judgment assists
auditors when evaluating the significance of matters within the context of the
audit objectives.”
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more fully discussed in the FAM in section 230 (Determine Planning,
Design, and Test Materiality), and both materiality and significance
are discussed further in GAGAS.

Planning occurs throughout the audit as an iterative process. (For
example, based on findings from the testing phase, the auditor may
change the planned audit approach, including the design of specific
tests.) However, planning activities are concentrated in the planning
phase, during which the objectives are to obtain an understanding of
the entity and its operations, including its internal control, identify
significant issues, assess risk, and design the nature, extent, and
timing of audit procedures. To accomplish this, the methodology
presented in this chapter includes guidance to help the auditor do
the following:

¢ Understand the overall audit objectives and related scope of the
IS controls audit

¢ Obtain an understanding of an entity and its operations and key
business processes

o Obtain a general understanding of the structure of the entity’s
networks

o Identify key areas of audit interest (files, applications, systems,
locations)

e Assess IS risk on a preliminary basis

o Identify critical control points (for example, external access
points to networks)

¢ Obtain a preliminary understanding of IS controls
e Perform other audit planning procedures

Although each of these areas is discussed separately in this chapter,
they are not generally performed as discrete, sequential steps. For
example, the IS controls specialist may gather information related to
several steps concurrently, such as through interviews with key
information technology (IT) staff or through data requests, or may
perform steps in a different sequence. The auditor performs
planning to determine an effective and efficient way to obtain the
evidential matter necessary to support the objectives of the IS
controls audit and the audit report. The nature and extent of audit
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planning procedures varies for each audit depending on several
factors, including the entity’s size and complexity, the auditor’s
experience with the entity, and the auditor’s knowledge of the
entity’s operations.

A key to a high-quality audit, the senior members of the audit team
should be involved in planning. The auditor should coordinate with
the entity being audited and, if the IS controls audit is part of
another audit, with senior members of the overall audit team. In
addition, auditors generally should determine the needs of other
auditors who plan to use the work being performed and consult with
them in a timely manner, especially when making decisions
involving significant judgment.

If the IS controls audit is performed as part of a financial audit,
GAGAS require the auditor to obtain an understanding of internal
control over financial reporting sufficient to assess the risk of
material misstatement of the financial statements whether due to
error or fraud, and to design the nature, timing, and extent of further
audit procedures based on that assessment. This includes
performing risk assessment procedures to evaluate the design of
controls relevant to an audit of financial statements and to
determine whether they have been implemented. In obtaining this
understanding, the auditor considers how an entity’s use of
information technology (IT) and manual procedures affect controls
relevant to the audit. The auditor’s responsibilities for considering
internal control in a financial audit are described in more detail in
the FAM.

If the IS controls audit is performed as part of an examination-level
attestation engagement, the auditor should obtain a sufficient
understanding of internal control that is material to the subject
matter in order to plan the engagement and design procedures to
achieve the objectives of the attestation engagement.

If the IS controls audit is performed as part of a performance audit,
GAGAS?” (para. 7.24) states that when information systems controls

BThere is a section of GAGAS entitled “Information Systems Controls” (paras. 7.23-7.27)
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are determined to be significant to the audit objectives, auditors
should then evaluate the design and operating effectiveness of such
controls. This evaluation would include other information systems
controls that impact the effectiveness of the significant controls or
the reliability of information used in performing the significant
controls. Auditors should obtain a sufficient understanding of
information systems controls necessary to assess audit risk and plan
the audit within the context of the audit objectives.

Additionally, GAGAS (para. 7.27) states that auditors should
determine which audit procedures related to information systems
controls are needed to obtain sufficient, appropriate evidence to
support the audit findings and conclusions. It also provides the
following factors to assist the auditor in making this determination:

a. The extent to which internal controls that are significant to the
audit depend on the reliability of information processed or
generated by information systems.

b. The availability of evidence outside the information system to
support the findings and conclusions: It may not be possible for
auditors to obtain sufficient, appropriate evidence without assessing
the effectiveness of relevant information systems controls. For
example, if information supporting the findings and conclusions is
generated by information systems or its reliability is dependent on
information systems controls, there may not be sufficient supporting
or corroborating information or documentary evidence that is
available other than that produced by the information systems.

c. The relationship of information systems controls to data
reliability: To obtain evidence about the reliability of computer-
generated information, auditors may decide to assess the
effectiveness of information systems controls as part of obtaining
evidence about the reliability of the data. If the auditor concludes
that information systems controls are effective, the auditor may
reduce the extent of direct testing of data.

d. Assessing the effectiveness of information systems controls as an
audit objective: When assessing the effectiveness of information
systems controls that is directly a part of an audit objective, auditors
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should test information systems controls necessary to address the
audit objectives. For example, the audit may involve the
effectiveness of information systems controls related to certain
systems, facilities, or organizations.

2.1.2 Understand the Overall Audit Objectives and Related Scope of the Information

System Controls Audit

The nature, timing, and extent of IS controls audit procedures vary
depending upon the audit objectives. For example, the IS controls
audit

e may be performed as part of a financial or performance audit, or
may be performed as a separate engagement;

« may comprehensively address an entire entity, a component, or a
network, or may narrowly target an application, specific
technology (e.g., wireless, operating system, etc.), or location;
and/or

« may include all control objectives or only a subset of control
objectives (e.g., general controls, business process controls, or
selected components of them, such as focusing on an entity’s
security management program).

If achieving the audit objectives does not require an overall
conclusion on the effectiveness of the entity’s IS controls or relates
only to certain components of the entity or a subset of controls, the
auditor’s assessment would not necessarily identify all significant IS
control weaknesses that may exist. For example, a limited review of
controls over a type of operating system may not identify any
significant weaknesses, although there may be very significant
weaknesses in other areas that the auditor is unaware of because
the scope of the audit is limited. Consequently, the auditor should
evaluate the potential limitations of the auditor’s work on the
auditor’s report and the needs and expectations of users. The
auditor may determine that, because the limitations are so
significant, the auditor will (1) communicate the limitations to the
management of the audited entity, those charged with governance,
and/or those requesting the audit, and (2) clearly report such
limitations on the conclusions in the audit report. For example, in
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reporting on an audit of an operating system, the auditor may
determine that it is appropriate to clearly report that the scope of
the assessment was limited to the operating system and that,
consequently, additional IS control weaknesses may exist that could
impact the effectiveness of IS controls related to the operating
system and to the entity as a whole.

Based on the overall engagement objectives, the auditor should
develop and document the objectives of the IS controls audit.
Typical IS controls audit objectives include the following:

To support financial statement audits by, for example, assessing
the effectiveness of IS controls related to financial reporting.
(Note: The assessment of IS controls generally occurs during the
internal control phase of a financial statement audit.) This
assessment affects the nature, timing, and extent of financial
audit procedures to be performed, as well as provide timely
recommendations for improvements in IS controls. In addition, it
may cover the entire audit year or relate only to controls at a
point in time, such as at the end of the fiscal year. The scope of
an IS controls audit in support of a financial audit is described
further in the FAM and in Appendix VI.

To supplement IT performance audits by assessing the
effectiveness of security within the context of a broader systems
review.

To support other performance audits, such as assessing data
reliability or how well an information system protects the
confidentiality, integrity, and availability of data and the effect of
this level of protection on program performance.

To determine the effectiveness of IS controls, not in support of
another audit, so that any risks are identified. Such audits may be
designed to provide a conclusion on the effectiveness of IS
controls and describe any material weaknesses and other
significant deficiencies, or merely describe any IS control
weaknesses without an overall conclusion as to the effectiveness
of IS controls.

To support an evaluation of IS controls as required by FISMA.
To support Single Audits.
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The auditor should also determine and document (such as in an
audit strategy and audit plan) the appropriate scope of the IS
controls audit, including

o the organizational entities to be addressed (e.g., entitywide,
selected component(s), etc.);

o the breadth of the audit (e.g., overall conclusion on IS control
effectiveness, review of a specific application or technology area,
such as wireless or UNIX, etc.);

o the types of IS controls to be tested:

¢ general and/or business process application level controls to be
tested, or selected components; or

o all levels of the entity’s information systems, or selected levels
(e.g., entitywide, system level, or business process application
level, or selected components of them—for definitions of each
level, see the section below entitled “2.2 Perform Information
System Controls Audit Tests.”).

If the IS controls audit is performed as part of another audit, the
auditor should understand the overall audit objectives and how the
IS controls audit will integrate with the audit. The auditor should
reach a common understanding of objectives with the audit team
responsible for the overall audit.

2.1.3 Understand the Entity’s Operations and Key Business Processes

The auditor should obtain and document an understanding of the
entity sufficient to plan and perform the audit in accordance with
applicable auditing standards and requirements. In planning the
audit, the auditor obtains information that will provide an overall
understanding of the entity, such as its mission, size and location,
organization, business, strategies, risks, and internal control
structure. Understanding the entity’s operations in the planning
process enables the auditor to identify, respond to, and resolve
problems early in the audit.
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The auditor’s understanding of the entity includes:

¢ entity management and organization,
¢ external and internal factors affecting the entity’s operations, and
e key business processes (defined below).

To plan the audit, the auditor obtains a general understanding of the
entity’s and the IT function’s organizational structure, including key
members of entity and IT management. The auditor’s main objective
is to understand how the entity is managed and how the
organization is structured.

The auditor should identify significant external and internal factors
that affect the entity’s operations, particularly IT. External factors
might include (1) IT budget, (2) external systems users, (3) current
political climate, and (4) relevant legislation. Internal factors might
include (1) size of the entity, (2) number of locations, (3) structure
of the entity (centralized or decentralized), (4) complexity of
operations, (5) IT management structure, (6) impact of information
systems on business operations, (7) qualifications and competence
of key IT personnel, and (8) turnover of key IT personnel. The
auditor should document any significant factors that could affect the
IS controls audit, including the auditor’s risk assessment.

The auditor should also obtain a general understanding of the
entity’s business processes, particularly those processes most
closely related to the audit objectives. Business processes are the
primary functions that the entity performs in accomplishing its
mission. Examples of typical business processes in government
entities include

o mission-related processes, typically at the program or
subprogram level, such as education, public health, law
enforcement, or income security;

o financial management processes, such as collections,
disbursements, or payroll; and

e other support processes, such as human resources, property
management, or security.
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Understanding the entity's operations and business processes
includes understanding how business process applications are used
to support key business processes, as it tends to vary from entity to
entity. The auditor should obtain and review documentation, such as
design documents, blueprints, business process procedures, user
manuals, etc., and inquire of knowledgeable personnel to obtain a
general understanding of each significant business process
application that is relevant to the audit objectives. This includes a
detailed understanding of

e business rules (e.g. removing all transactions that fail edits or
only selected ones based on established criteria),

e transaction flows (detailed study of the entity’s internal controls
over a particular category of events that identifies all key
procedures and controls relating to the processing of
transactions), and

e application and software module interaction (transactions leave
one system for processing by another, e.g. payroll time card
interfaces with pay rate file to determine salary information).

Obtaining this understanding is essential to assessing information
system risk, understanding business process application controls,
and developing relevant audit procedures. For efficiency, the
auditor may combine this step with the steps in FISCAM section
2.2.1 subsection entitled “Understand Information Systems Relevant
to the Audit Objectives” to aid in the identification of relevant
controls.

The auditor should identify and document the key business
processes that are relevant to the audit objectives. For each key
business process, the auditor should identify the significant general
support systems and major applications that are used to support
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each key business process."” Also, for each key business process, the
auditor should identify the use of contractors and others to process
information and/or operate systems for or on behalf of the entity.
Throughout the remainder of this manual, references to entity
systems and business processes include the use of contractors and
others to process information and/or operate systems for or on
behalf of the entity. If the IS controls audit is performed as part of a
financial audit, as discussed in FAM 320 (Understand Information
Systems) and other FAM sections, the auditor should obtain an
understanding of the entity’s information systems (including
methods and records) for processing and reporting accounting
(including supplemental information), compliance, and operations
data (including performance measures reported in the
Management’s Discussion and Analysis).

The auditor should document an understanding of the entity’s
operations and key business processes, including the following
items to the extent relevant to the audit objectives:

o the significance and nature of the programs and functions
supported by information systems;

¢ a general understanding of the entity’s and the IT function’s
organizational structure;

¢ key business processes relevant to the audit objectives, including
business rules, transaction flows, and application and software
module interaction;

¢ significant general support systems and major applications that
support each key business process;

¢ background information checklist, if used,

¢ significant internal and external factors that could affect the IS
controls audit objectives;

OMB uses the terms “general support” and “application” systems to describe the two
types of entity systems. As defined in OMB Circular A-130, a general support system is an
interconnected set of information resources under the same direct management control
that share common functionality. It normally includes hardware, software, information,
data, applications, communications, and people. The term “application” means the use of
information resources (information and information technology) to satisfy a specific set of
user requirements.
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a detailed organization chart, particularly the IT and the IS
components;

significant changes in the IT environment or significant
applications implemented within the recent past (e.g. 2 years) or
planned within the near future (e.g., 2 years); and

the entity’s reliance on third parties to provide IT services (e.g.,
in-house, remote connectivity, remote processing).

Appendix I includes an Information System Controls Audit Planning
Checklist that can be provided to the entity’s management to
facilitate gathering appropriate information for this audit step.

The auditor generally gathers planning information through different
methods (observation, interviews, reading policy and procedure
manuals, etc.) and from a variety of sources, including

previous audits and management reviews (see section 2.1.9.C),
top-level entity and I'T management,
entity management responsible for relevant significant programs,

Office of Inspector General (IG) and internal audit management
(including any internal control officer),

other members of the audit organization, concerning relevant
completed, planned or in-progress assignments,

personnel in the Office of General Counsel, and
personnel in the Special Investigator Unit.

Also, the auditor generally gathers information from relevant reports
and articles issued by or about the entity, including

GAO reports;

IG, internal audit, or other audit reports (including those for
performance audits and other reviews);

congressional hearings and reports;
consultant reports; and

material published about the entity in newspapers, magazines,
Internet sites, and other publications.
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2.1.4 Obtain a General Understanding of the Structure of the Entity’s Networks

The auditor should obtain and document a general understanding of
the structure of the entity’s networks as a basis for planning the IS
controls audit. The auditor’s understanding includes a high-level
view of the network architecture that the entity uses to implement
relevant key business processes. Such an understanding helps the
auditor to assess risk, identify potential critical control points on a
preliminary basis, understand technologies that may be subject to
audit, and identify key locations. The auditor generally should
request documentation of such information from the entity,
including both high-level and detailed network schematics. The
auditor should obtain the following information about the network
architecture, generally documented in network schematics:

¢ Internet presence;
o firewalls, routers, and switches;
¢ intrusion detection or prevention systems;

¢ critical systems, such as Web and mail systems, file transfer
systems, etc.;

¢ network management systems;

e connections to inter- and intra-agency sites;

e connections to other external organizations;

e remote access—virtual private network and dial-in; and
e wireless connections.

2.1.5 Identify Key Areas of Audit Interest

The auditor should identify key areas of audit interest, which are
those that are critical to achieving the audit objectives (e.g., general
support and business process application systems and files (or
components thereof)). For a financial audit, this would include key
financial applications and data and related feeder systems.” For a

YA feeder system is a system that provides information or data to support the main
application. For example, in a payroll system the time and attendance system is the feeder
system for the main application.
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performance audit, this would include key systems that are likely to
be significant to the audit objectives. For each key area of audit
interest, the auditor should document relevant general support
systems and major applications and files, including (1) the
operational locations of each key system or file, (2) significant
components of the associated hardware and software (e.g.,
firewalls, routers, hosts, operating systems), (3) other significant
systems or system level resources that support the key areas of
audit interest, and (4) prior audit problems reported. The auditor
should also identify all access paths into and out of the key areas of
audit interest. By identifying the key systems, files, or locations, the
auditor can concentrate efforts on them, and do little or no work
associated with other areas. The auditor generally should prioritize
important systems, files, or locations in order of importance to the
audit objectives. The auditor may characterize these items by the
sensitivity or significance of the information processed, dollar value
of the transactions processed, or presence or number of key edits or
other controls performed by a business process application.

2.1.6 Assess Information System Risk on a Preliminary Basis

Overview

The auditor should assess and document, on a preliminary basis, the
nature and extent of IS risk that relates to the key areas of audit
interest. IS risk is the likelihood that a loss of confidentiality,
integrity, or availability could occur that would
materially/significantly affect the audit objectives (e.g., for a
financial audit, a material misstatement). Assessing IS risk involves
evaluation of both the likelihood that such a loss of confidentiality,
integrity, or availability could occur and the materiality or
significance of a loss of confidentiality, integrity, or availability to
the audit objectives. The auditor should document factors that
significantly increase or decrease the level of IS risk and their
potential impact on the effectiveness of information system
controls.

Assessing IS risk relating to the audit is different from
management’s risk assessment. In assessing IS risk, the auditor is

Page 66 2.1 Plan the Information System Controls Audit



not required or expected to reperform management’s risk
assessment. Rather, the auditor assesses IS risk on a preliminary
basis using data that would be collected in the planning of audit
(this includes using the entity’s risk assessments and performing
other audit procedures as outlined below). The auditor’s risk
assessment should reflect the impact of the effectiveness of IS
controls on the audit objectives.

The auditor’s assessment of IS risk affects the nature, timing, and
extent of IS controls audit procedures. As IS risk increases, the
auditor should perform more extensive and/or more effective tests
of IS controls. For example, a significant number of Internet access
points that are not centrally controlled increases IS risk. In this case,
the auditor would expand the auditor’s testing, as there are more
potential access paths to the key areas of audit interest. Risk
assessments prepared by the entity may serve as a useful tool to
assist in the identification of IS risk. However, the auditor should
not rely on them without performing audit procedures to identify
and assess risk.

To develop a framework for analyzing IS risk, the auditor should
consider IS risk in the context of the following three security
objectives for information and information systems:

o Confidentiality—preserving authorized restrictions on
information access and disclosure, including means for
protecting personal privacy and proprietary information. A loss
of confidentiality is the unauthorized disclosure of information.

o Integrity—guarding against improper information modification or
destruction, which includes ensuring information
nonrepudiation® and authenticity®. A loss of integrity is the
unauthorized modification or destruction of information.

*'Nonrepudiation is assurance that the sender of information is provided with proof of
delivery and the recipient is provided with proof of the sender’s identity, so neither can
later deny having processed the information. Nonrepudiation may not be necessary to
evaluate integrity to meet an audit objective.

# Authenticity is the property of being genuine and being able to be verified and trusted;
confidence in the validity of a transmission, a message, or message originator. Authenticity
may not be necessary to evaluate integrity to meet an audit objective.
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¢ Availability—ensuring timely and reliable access to and use of
information. A loss of availability is the disruption of access to or
use of information or an information system.

In some instances, one or more of the security objectives may have
more significance to the audit objectives than the others.

The auditor should identify factors or conditions that significantly
increase or decrease IS risk. These factors are general in nature; the
auditor uses judgment in determining (1) the extent of procedures
to identify the risks and (2) the impact of such risks on the entity’s
operations and the audit objectives. Because this risk assessment
involves the exercise of significant audit judgment, the auditor
should use experienced audit team personnel to perform the risk
assessment. Factors considered would include those related to
inherent risk® as well as those related to the control environment,
risk assessment, communication, and monitoring components of
internal control*. The auditor identifies such factors based on
information obtained in the planning phase, primarily from
understanding the entity’s operations and key business processes,
including significant IT processing performed outside the entity.

For each risk identified, the auditor should document the nature and
extent of the risk; the conditions that gave rise to that risk; and the
specific information or operations affected (if not pervasive). The
auditor should also document compensating controls or other
considerations that may mitigate the effects of identified risks.

*Inherent risk is the likelihood that a loss of confidentiality, integrity, or availability could
occur that would materially/significantly affect the audit objectives (e.g., for a financial
audit, a material misstatement), assuming that there are no related internal controls.

*!Standards for Internal Control in the Federal Government (GAO/AIMD-00-21.3.1) describe
the five standards of internal control as: control environment, risk assessment, control
activities, information and communications, and monitoring. The specific IS controls
assessed in an IS controls audit are part of the control activities component.
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As noted above, the auditor should assess and document, on a
preliminary basis, the nature and extent of IS risks for the
information and information systems related to the key areas of
audit interest, considering confidentiality, integrity, and availability.
The auditor should document the basis for the assessed risk and its
potential impact on the audit objectives. For example, in a financial
audit, the auditor should evaluate the possibility of a material
misstatement as a result of a loss of confidentiality, integrity, or
availability. As discussed above, risk assessments prepared by the
entity may serve as a useful tool to assist the auditor in the
identification of IS risks.

Also, as noted above, IS risk includes the risk of loss of
confidentiality, integrity, or availability. Such risk includes the
potential impact of a loss to entity operations, assets, and
individuals. However, depending on the audit objectives, the impact
on the audit objectives could be greater or lesser. Federal agencies
are required to use the following three levels to categorize their
systems based on the potential impact of a breach of security on
organizational operations, organizational assets, or individuals:*

e Low. The loss of confidentiality, integrity, or availability could be
expected to have a limited adverse effect on organizational
operations, organizational assets, or individuals.” A limited
adverse effect means that, for example, the loss of
confidentiality, integrity, or availability might (i) cause a
degradation in mission capability to an extent and duration that
the organization is able to perform its primary functions, but the
effectiveness of the functions is noticeably reduced; (ii) result in
minor damage to organizational assets; (iii) result in minor
financial loss; or (iv) result in minor harm to individuals.

o Moderate. The loss of confidentiality, integrity, or availability
could be expected to have a serious adverse effect on

®These risk levels are discussed further in National Institute of Standards and Technology,
Standards for Security Categorization of Federal Information and Information Systems,
Federal Information Processing Standards Publication (FIPS PUB) 199 (December 2003).

®Adverse effects on individuals may include, for example, loss of the privacy to which
individuals are entitled under law.
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organizational operations, organizational assets, or individuals. A
serious adverse effect means that, for example, the loss of
confidentiality, integrity, or availability might (i) cause a
significant degradation in mission capability to an extent and
duration that the organization is able to perform its primary
functions, but the effectiveness of the functions is significantly
reduced; (ii) result in significant damage to organizational assets;
(iii) result in significant financial loss; or (iv) result in significant
harm to individuals that does not involve loss of life or serious
life-threatening injuries.

e High. The loss of confidentiality, integrity, or availability could
be expected to have a severe or catastrophic adverse effect
on organizational operations, organizational assets, or
individuals. A severe or catastrophic adverse effect means that,
for example, the loss of confidentiality, integrity, or availability
might (i) cause a severe degradation in or loss of mission
capability to an extent and duration that the organization is not
able to perform one or more of its primary functions; (ii) result in
major damage to organizational assets; (iii) result in major
financial loss; or (iv) result in severe or catastrophic harm to
individuals involving loss of life or serious life-threatening
injuries.

The auditor’s assessment of IS risk may change as audit evidence is
obtained. To determine whether audit procedures continue to be
appropriate, the auditor should periodically reassess the IS risk
during the audit. For example, the auditor may reassess the IS risk
level at the end of the planning and testing phases, as well as when
evidence is obtained that significantly affects the auditor’s risk
assessment. If IS risk changes during the audit, the auditor should
make any necessary changes to the nature, timing, and extent of
planned audit procedures.

The risk factors that the auditor considers consist of the following
two types, which are discussed further below:

e Inherent risk factors

e Risk factors related to the control environment, risk assessment,
communication, and monitoring components of internal control
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Inherent Risk Factors

Information systems can introduce additional risk factors not
present in a manual system. To properly assess IS risk, the auditor
should (1) evaluate each of the following factors and (2) assess the
overall impact of information systems on IS risk. The impact of
these factors typically will be pervasive in nature.

e The nature of the hardware and software may affect IS risk, as
illustrated below.

e The type of processing (online, batch oriented, or distributed)
presents different levels of IS risk. Distributed networks enable
multiple computer processing units to communicate with each
other, increasing the number of potential access points and the
risk of unauthorized access to computer resources and possible
data alteration. On the other hand, distributed networks may
decrease the risk of data inconsistencies at multiple processing
units if the units share a common database.

o Peripheral access devices or system interfaces can increase IS
risk. For example, Internet or wireless access to a system
increases the system’s accessibility to additional persons and
therefore increases the risk of unauthorized access to computer
resources.

o Highly customized application software may have higher IS risk
than vendor-supplied software that has been thoroughly tested
and is in general commercial use. On the other hand, vendor-
supplied software new to commercial use may not have been
thoroughly tested or undergone client processing to a degree that
would encounter existing flaws.

e Certain hardware and software may have more significant
identified weaknesses than others.

¢ In certain systems (e.g., enterprise resource planning—ERP—
systems®’), the audit trails and supporting information produced

"ERP systems consist of functional modules that support business requirements such as
human resources, financials, or inventory control. The modules can be used individually or
in conjunction with other modules as needed. The individual modules contain the business
process necessary to complete their intended function.
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by the systems may be limited in their usefulness (1) as a basis
for applying certain types of controls or (2) as audit evidence.

Highly decentralized applications, particularly Web applications,
increase IS risk by adding complexity to IS and increasing
potential vulnerabilities.

The application of new technologies generally increases the risk
that secure configurations of such technologies may not be well
developed or tested, or that IT personnel may not properly
implement security over such new technologies.

The manner in which the entity’s networks are configured can
affect the related IS risk. For example, factors increasing IS risks
include a significant number of Internet access points that are
not centrally controlled, networks that are not segmented to
protect sensitive systems or information, use of technologies that
are no longer supported, or lack of technologies that enhance
security.

The consistency of the entity’s enterprise architecture and IT
strategy with its business strategies can affect the proper
planning and implementation of IT systems and related security.

Also, the following risk factors, discussed in FAM 260 (Identify Risk
Factors) are relevant to both financial and performance audits:

Uniform processing of transactions: Because information
systems process groups of identical transactions consistently,
any misstatements arising from erroneous computer
programming will occur consistently in the same types of
transactions. However, the risk of random processing errors is
reduced substantially in information systems-based accounting
systems.

Automatic processing: The information system may
automatically initiate transactions or perform processing
functions. Evidence of these processing steps (and any related
controls) may or may not be visible.

Increased potential for undetected misstatements: Information
systems use and store information in electronic form and require
less human involvement in processing than manual systems.
Without adequate controls, there is increased risk that
individuals could gain unauthorized access to sensitive
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information and alter data without leaving visible evidence.
Because information is in electronic form, changes to computer
programs and data are not readily detectible. Also, users may be
less likely to challenge the reliability of information systems
output than manual reports.

o Existence, completeness, and volume of the audit trail: The audit
trail is the evidence that demonstrates how a specific transaction
was initiated, processed, and summarized. For example, the audit
trail for a purchase could include a purchase order; a receiving
report; an invoice; an entry in an invoice register (purchases
summarized by day, month, and/or account); and general ledger
postings from the invoice register. Some computer systems are
designed to maintain the audit trail for only a short period, only
in an electronic format, or only in summary form. Also, the
information generated may be too voluminous to be analyzed
effectively without software. For example, one transaction may
result from the automatic summarization of information from
hundreds of locations. Without the use of audit or retrieval
software, tracing transactions through the processing may be
extremely difficult.

¢ Unusual or nonroutine transactions: As with manual systems,
unusual or nonroutine transactions increase IS risk. Programs
developed to process such transactions may not be subject to the
same procedures as programs developed to process routine
transactions. For example, the entity may use a utility program to
extract specified information in support of a nonroutine
management decision.

In addition, the auditor should evaluate the additional audit risk
factors discussed in the “Additional IS Risk Factors” at the end of
this chapter.

Risk Factors Related to the Control Environment, Risk Assessment,
Communication, and Monitoring Components of Internal Control

Also, the auditor should evaluate the IT system factors discussed
below, to the extent relevant to the audit objectives, in making an
overall assessment of the control environment, risk assessment,
communication, and monitoring components of internal control.
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Additional information concerning these internal control components
can be found at GAO’s Standards for Internal Control in the Federal
Government™ (“Green Book”) and Internal Control Management and
FEvaluation Tool”, and at FAM 260, 295A, and 295B.

a. Management's attitudes and awareness with respect to IT
systems: Management’s interest in and awareness of IT system
functions (including those performed for the entity by other
organizations) is important in establishing an entitywide
consciousness of control issues. Management may demonstrate its
interest and awareness by

e considering the risks and benefits of computer applications;

e communicating policies regarding IT system functions and
responsibilities;

e overseeing policies and procedures for developing,
modifying, maintaining, and using computers, and for
controlling access to programs and files;

e considering the risk of material misstatement, including fraud
risk, related to IT systems;

e responding to previous recommendations or concerns;

e quickly and effectively planning for, and responding to,
computerized processing crises; and

e using reliable computer-generated information for key
operating decisions.

b. Organization and structure of the IT system function: The
organizational structure affects the control environment.
Centralized structures often have a single computer processing
organization and use a single set of system and applications
software, enabling tighter management control over IT systems. In
decentralized structures, each computer center generally has its
own computer processing organization, application programs, and
system software, which may result in differences in policies and
procedures and various levels of compliance at each location.

28GA0, Standards for Internal Control in the Federal Government, AIMD-00-21.3.1
(Washington, D.C.:.November 1, 1999).

®GAO, Internal Control Management and Evaluation Tool, GAO-01-1008G (Washington,
D.C.:August 2001).
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c. Clearly defined assignment of responsibilities and
authority: Appropriate assignment of responsibility according to
typical IT system functional areas can affect the control
environment. Factors to consider include

¢ how the position of the Chief Information Officer (CIO) fits
into the organizational structure;

e whether duties are appropriately segregated within the IT
systems function, such as operators and programmers, since
lack of segregation typically affects all systems;

¢ the extent to which management external to the IT systems
function is involved in major systems development decisions;
and

e the extent to which IT system policies, standards, and
procedures are documented, understood, followed, and
enforced.

d. Management’s ability to identify and to respond to
potential risk: Computer processing, by its nature, introduces
additional risk factors. The entity should be aware of these risks and
should develop appropriate policies and procedures to respond to
any IT system issues that might occur. The auditor may evaluate
e the methods for monitoring incompatible functions and for
enforcing segregation of duties and
¢ management’s mechanism for identifying and responding to
unusual or exceptional conditions.

Examples of potential IT-related control environment, risk
assessment, communication, and monitoring weaknesses include:

e Management and personnel in key areas (such as
accounting, IT systems, IG, and internal auditing) have a
high turnover.

e Management attitude toward IT systems and accounting
functions is that these are necessary “bean counting”
functions rather than a vehicle for exercising control over
the entity's activities or making better decisions.

e The number of people, particularly in IT systems and
accounting, with requisite skill levels relative to the size and
complexity of the operations is inadequate.

e Management has not adequately identified risks arising
from internal sources, such as human resources (ability to
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retain key people) or IT (adequacy of backup systems in the
event of systems failure).

e Accounting systems and/or information systems, including
IT systems, are not modified in response to changing
conditions.

2.1.7 Identify Critical Control Points

The auditor should identify and document critical control points in
the design of the entity’s information systems based on the auditor’s
understanding of such systems, key areas of audit interest, and IS
risk. Critical control points are those system control points that, if
compromised, could allow an individual to gain unauthorized access
to or perform unauthorized or inappropriate activities on entity
systems or data, which could lead directly or indirectly to
unauthorized access or modifications to the key areas of audit
interest. Control points typically include external access points to
the entity’s networks, interconnections with other external and
internal systems, system components controlling the flow of
information through the entity’s networks or to the key areas of
audit interest, critical storage and processing devices, and related
operating systems, infrastructure applications, and relevant
business process applications. Typical control points also include
network components where business process application controls
are applied. As the audit testing proceeds and the auditor gains a
better understanding of the entity’s information systems, of control
weaknesses, and of the related risks, the auditor should periodically
reassess the critical control points. Based on information obtained
during audit planning, the auditor should identify those critical
control points in the entity’s IT systems that are significant to the
effectiveness of security over the key areas of audit interest.

An analysis of critical control points includes consideration of
alternate work sites. Since multiple FISCAM control categories are
relevant to alternate work sites, it is not addressed as a specific
control in this document. For further information on this subject
refer to NIST guidance contained in SP 800-53 and SP 800-46.

In identifying critical control points and in planning and performing
the assessment of IS controls, auditors apply the concept of control
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dependencies. A control dependency exists when the effectiveness
of an internal control is dependent on the effectiveness of other
internal controls. An assessment of the effectiveness of information
system controls over a critical control point includes testing the
effectiveness of controls over other control points upon which the
security of the critical control point is dependent. Figure 2
illustrates the concept of a control dependency in relation to a
router for a typical network.

Figure 2: Example of Router Control Dependencies
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The figure illustrates that the effectiveness of controls over the
router in this example network are dependent on controls over
other control points. In this example, because unauthorized or
inappropriate access to the other control points could affect the
security of the router, the auditor’s tests of IS controls generally
should include controls over

o the trivial file transfer protocol (tftp) servers used to maintain a
central repository of sensitive configuration files (tftp servers do
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not require authentication and are also used as remote boot
devices for routers);

¢ the centralized authentication server that authenticates users to
the router and other network devices;

e network switches that could share sensitive data with routers
such as passwords and shared keys (also, network switches
provide a trusted path to the routers);

o administrative workstations used to manage network devices,
such as routers; and

o the log server, which maintains logs containing relevant
information about significant network events, such as router
access.

In addition, as part of a review of the system level controls over the
router, the auditor generally should test controls over

¢ the network management servers used to manage configuration
files that contain sensitive information about network devices
such as routers;

e remote access to the router via the auxiliary and console ports
that could be used to remotely manage the router;

o the firewalls that provide boundary protection (i.e., limits
connectivity to the router);

¢ unencrypted network traffic that could be “sniffed” to obtain
router or other privileged passwords; and

¢ the PC connected to the router that could facilitate direct
connectivity to the router.

Further, the auditor generally should test other controls that may
affect the security of the router, based on the auditor’s judgment.
Note that, in addition to controls over access to the router itself, IS
controls include controls over the routing of traffic throughout the
network (see AC-1 in Chapter 3).

As the auditor performs the IS controls audit, based on the auditor’s
assessment of risk and the results of audit tests, the auditor may
determine that it is necessary to modify the scope of the audit,
including revisions to the critical control points. For example, if
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significant IS control weaknesses are identified during the audit, it
may not be necessary to perform all planned tests of IS controls. If
testing is reduced due to the identification of significant
weaknesses, the auditor should document such a decision. Also,
testing may result in the identification of additional risks, and
critical control points, and /or control dependencies; the auditor
should determine whether to adjust the scope for them.

2.1.8 Obtain a Preliminary Understanding of Information System Controls

The auditor should obtain and document a preliminary
understanding of the design of the entity’s IS controls, including the
organization, staffing, responsibilities, authorities, and resources of
the entity’s security management function. The auditor should
document a preliminary understanding of entitywide controls (or
componentwide controls if only a component is being audited)
related to security management, access controls, configuration
management, segregation of duties and, contingency planning.

The auditor should understand the design of each of the three types
of IS controls (general, business process application, and user
controls) to the extent necessary to tentatively conclude whether
these controls are likely to be effective. If they are likely to be
effective, the auditor should consider specific IS controls in
determining whether relevant IS control objectives are achieved.

If IS controls are not likely to be effective, the auditor should obtain
a sufficient understanding of control risks arising from IS controls
to assess audit risk, design appropriate audit procedures, and
develop appropriate findings.

In addition, the auditor should obtain a preliminary understanding
of the business process application controls (business process,
interface, and data management system controls) over key business
process applications identified as or related to key areas of audit
interest, determine where those controls are applied, and determine
whether the controls are designed effectively and have been
implemented (placed in operation). For example, authentication and
authorization may be applied in network components that are
different from those where key data files or applications reside;
(e.g., Web applications that reside on one server may be used to
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authenticate and authorize users of legacy systems that run on
different servers or systems). The auditor should determine the
potential impact of any identified design weaknesses on the
completeness, accuracy, validity, and confidentiality of related
application data. (See Chapter 4 for a description of completeness,
accuracy, validity, and confidentiality.)

Based on this understanding, the auditor should make a preliminary
assessment of whether IS controls are likely to be effective to assist
in determining the nature, timing, and extent of testing. This
assessment is based primarily on discussions with personnel
throughout the entity, including program managers, system
administrators, information resource managers, and systems
security managers; on observations of IT operations and controls;
on reviewing examples of evidence of control performance; on prior
audits or the work of others; and on reading written policies and
procedures. This preliminary assessment for financial audits is
discussed further at FAM 270 (Determine Likelihood of Effective
Information System Controls). Based on the preliminary
assessment, the auditor should make any adjustments, as necessary,
to the IS risk level, critical control points, and planned scope of the
audit work.

Control activities for critical elements in each general control and
business process control category are described in Chapters 3 and 4,
respectively, and summarized in Appendix II. The auditor may use
the summary tables in Appendix II, which are also available in
electronic form from the FISCAM website at
http://www.gao.gov/special.pubs/fiscam.html, to document
preliminary findings and to assist in making the preliminary
assessment of controls. As the audit progresses through testing of
internal controls, the auditor may continue to use the electronic
version of the tables to document controls evaluated and tested, test
procedures performed, conclusions, and supporting documentation
references.

The auditor should include the following information in the

documentation of their preliminary understanding of the design of
IS controls, to the extent relevant to the audit objectives:
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¢ An identification of relevant entitywide, system, and business
process application level controls designed to achieve the control
activities for each critical element within each general control
area and a determination of whether they are designed effectively
and implemented (placed in operation), including identification
of control activities for which there are no or ineffective controls
at the entitywide level and the related risks

o Identification of business process controls for key applications
identified as key areas of audit interest, determination of where
those controls are implemented within the entity’s systems, and
the auditor’s conclusion about whether the controls are designed
effectively and implemented (placed in operation), including
identification of control activities for which there are no or
ineffective controls and the related risks and the potential impact
of any identified design weaknesses on the completeness,
accuracy, validity, and confidentiality of application data

¢ Any internal or third-party information systems reviews, audits,
or specialized systems testing (e.g., penetration tests, disaster
recovery tests, and application-specific tests) performed during
the last year and the auditor’s evaluation of the other auditor’s
objectivity, competence and conclusions (see section 2.1.9.C)

e Management’s plans of action and milestones, or their equivalent,
that identify corrective actions planned to address known IS
control weaknesses (see section 2.1.9.C)

¢ Status of the prior years’ audit findings (see section 2.1.9.C)

¢ Documentation for any significant computer security related
incidents identified and reported for the last year

e Documented security plans

e Documented risk assessments for relevant systems (e.g., general
support systems and major applications)

e System certification and accreditation documentation or
equivalent for relevant systems

¢ Documented business continuity of operations plans and disaster
recovery plans

e A description of the entity’s use of third-party IT services
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The auditor should obtain information from relevant reports and
other documents concerning IS that are issued by or about the
entity, including

¢ the entity’s prior FISMA or equivalent reports on IS;

o the entity’s annual performance and accountability report or
equivalent reports on performance including reports filed to
comply with the Federal Financial Management Improvement
Act of 1996” (FFMIA) and Federal Managers’ Financial Integrity
Act of 1982”' (FMFIA);

¢ other reports by management or the auditor about IS;

¢ other reports that contain information concerning IS that are
relevant to the audit objectives;

e GAO reports;

¢ IG and internal audit reports (including those for performance
audits and other reviews); and

e consultant reports.

2.1.9 Perform Other Audit Planning Procedures

The auditor should address the following areas during the planning
phase, even though related audit procedures may be applied during
the other phases. More specifically, the auditor should address any
other issues, not identified in the previous steps, that could affect
the objectives, scope, or methodology of the IS controls audit,
including

¢ relevant laws and regulations;

e consideration of the risk of fraud;

e previous audits and attestation engagements;
¢ audit resources;

o multiyear testing plans;

®Federal Financial Management Improvement Act of 1996, 31 U.S.C. 3512 note.
#'Federal Managers’ Financial Integrity Act of 1982 (FMFIA), 31 U.S.C. 3512 (¢), (d).
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e communication with entity management and those charged with
governance,

e service organizations;
¢ using the work of others; and
¢ audit plan (and an audit strategy for financial statement audits).

2.1.9.A Relevant Laws and Regulations
The auditor should identify applicable laws and regulations that are
relevant to IS at the entity. Such laws and regulations may establish
general or specific IS control requirements or criteria. Laws and
regulations generally relevant to audits of federal agencies include
FISMA, FMFIA, FFMIA, Appendix III of OMB Circular A-130*, OMB
Circulars A-123% and A-127*) and FISMA implementing guidance.
Federal laws and regulations that may affect the entity include, but
are not limited to:

e Health Insurance Portability and Accountability Act of 1996
(HIPAA),”

e Gramm-Leach-Bliley Act,”

¢ Requirements for information security for Medicare
Administrative Contractors,”

e Chief Privacy Officer statutory requirements,*

2OMB, Management of Federal Information Resources, Circular A-130 (Washington, D.C.:
November 28, 2000).

BOMB, Management’s Responsibility for Internal Control, Circular A-123 (Washington,
D.C.: December 21, 2004).

#OMB, Financial Management Systems, Circular A-127, (Washington, D.C.: January 9,
2009).

%Health Insurance Portability and Accountability Act of 1996 (HIPAA), Pub. L. 104-191

(Aug. 21, 1996). For provisions relating to health information and systems, see 42 U.S.C.
1320d, et seq. For HHS HIPAA Security and Privacy Standards, see 45 C.F.R. Part 164.

36Gramm—Leach—Bliley Act, Pub. L. 106-102 (Nov. 12, 1999), see, e.g., Title V, Privacy.
#Requirements for information security for Medicare Administrative Contractors, Sec. 912,

Medicare Prescription Drug, Improvement, and Modernization Act of 2003, Pub. L. 108-173
(Dec. 8, 2003), 117 Stat. 2387.
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e OMB Memorandum M-05-08, Designation of Senior Agency
Officials for Privacy, *

e OMB Memorandum M-06-19, Reporting Incidents Involving
Personally Identifiable Information, and®

e OMB Memorandum M 07-16, Safequarding Against and
Responding to the Breach of Personally Identifiable
Information.”

In IS controls audits of state and local governments, the auditor
should identify applicable legal and reporting requirements and
issues. Further information specifically related to audits of state and
local government entities can be obtained from the National
Association of State Auditors, Comptrollers and Treasurers
(NASACT).*

Under GAGAS, the auditor should design and perform procedures to
provide reasonable assurance of detecting instances of violations of
legal and regulatory requirements that are significant within the
context of the audit objectives. Consequently, if one of the
objectives of the audit is to determine whether the entity violated
specific laws or regulations, the auditor should plan the audit to
detect significant violations of such laws or regulations. In financial
audits, the auditor should test those laws and regulations that could
have a direct and material effect on the financial statements.

BFor example, sec. 522, Transportation, Treasury, Independent Agencies, and General
Government Appropriations Act, 2005, Div. H, Consolidated Appropriations Act, 2005, Pub.
L. 108-447 (Dec. 8, 2004).5 USC 552a note.

BQOMB, Designation of Senior Agency Officials for Privacy, M-05-08 (Washington, D.C.:
Feb. 11, 2005).

4OOMB, Reporting Incidents Involving Personally Identifiable Information and
Incorporating the Cost for Security in Agency Information Technology Investments, M-
06-19 (Washington, DC: July 12, 2006).

“'OMB, Safeguarding Against and Responding to the Breach of Personally Identifiable
Information, M 07-16 (Washington, D.C.: May 22, 2007).

42Inte1rgove1"nmental Information security Audit Forum, Information Systems Security
Auditing: Legal and Reporting Considerations (Sept. 11, 2003)
www.nasact.org/IISAF/legal. html
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As part of an IS controls audit, the auditor’s findings will typically be
reported in terms of whether IS controls are effective. While laws
and regulations such as FISMA, FMFIA, FFMIA, and OMB and NIST
guidance provide requirements and criteria for assessing IS, IS
controls audit objectives generally are not focused on detecting
violations of such laws and regulations, but rather on assessing
controls and identifying any control weaknesses. Consequently,
such laws and regulations generally would not be considered
significant to the audit objectives for the purposes of designing
compliance tests to meet GAGAS. However, audit objectives may
sometimes include specific objectives to determine compliance with
such laws, in which case such laws and regulations would be
significant. Also, other laws such as HIPAA, which provide for
potential penalties, may be significant to the audit objectives.

2.1.9.B Consideration of the Risk of Fraud

In audits performed under GAGAS, the auditor should gather and
assess the risks of fraud* occurring that is significant within the
context of the audit objectives (for financial audits, a material
misstatement) or that could affect the findings or conclusions. When
auditors identify factors or risks related to fraud that has occurred
or is likely to have occurred that they believe are significant within
the context of the audit objectives, they should design procedures to
provide reasonable assurance of detecting such fraud. In financial
audits, GAGAS indicates that auditors should assess the risk of
material misstatements of financial statement amounts or other
financial data significant to the audit objectives due to fraud and to
consider that assessment in designing the audit procedures to be
performed.*

“Fraud is a type of illegal act involving the obtaining of something of value through willful
misrepresentation.

“The terms “material” and “significant” are synonymous under generally accepted
government auditing standards. In the AICPA standards, “material” is used in relation to
audits of financial statements. “Significant” is used in relation to performance audits
performed under GAGAS.

Page 85 2.1 Plan the Information System Controls Audit



The auditor’s responsibilities with respect to the risk of fraud in
financial statement audits are discussed further in the GAGAS and
in the AICPA’s Auditing Standards Board Statement on Auditing
Standards No. 99, titled Consideration of Fraud in a Financial
Statement Audit, as amended (AU section 316). The risk of fraud is
also a relevant consideration in performance audits. For example,
an area of concern for fraud in a performance audit would be the
adequate protection of personally identifiable information where
individual social security numbers could be stolen and used for
fraudulent activities.

If the IS controls audit is performed as part of a broader financial or
performance audit, the auditor should coordinate with the audit
team in the identification of and response to the risk of fraud. The
auditor should be aware of fraud risks identified by the overall audit
team and communicate any fraud risks or suspected fraud
associated with IT to the overall audit team. Also, the overall audit
team may identify audit procedures to be performed by the IS
controls specialist to detect fraud significant to the audit.

The audit team should hold a brainstorming session at the start of
the audit to discuss potential fraud risks, fraud factors such as
individuals’ incentives or pressures to commit fraud, the opportunity
for fraud to occur, and rationalizations or attitudes that could allow
individuals to commit fraud. For example, the following factors
related to IS may indicate a risk of fraud:

o failure to provide an adequate security management program,
including inadequate monitoring of control effectiveness;

o weaknesses in access and other IS controls that could allow
overrides of internal controls or access to systems susceptible to
fraud (e.g., payment systems);

o lack of adequate segregation of duties;* and
e pervasive or long-standing IS control weaknesses.

Separation of duties so that no one individual controls all critical stages of a work
process. Also see section 3.4 and the definition in the glossary.
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The auditor should gather and assess information necessary to
identify fraud risks that could be relevant to the audit objectives or
affect the results of their audit. For example, the auditor may obtain
information through discussion with officials of the audited entity or
through other means to determine the susceptibility of the program
to fraud, the status of internal controls the entity has established to
detect and prevent fraud or the risk that officials of the audited
entity could override internal controls. The auditor should exercise
professional skepticism in assessing these risks to determine which
factors or risks could significantly affect the results of their work if
fraud has occurred or is likely to have occurred.

When the auditor identifies factors or risks related to fraud that they
believe are significant within the context of the audit objectives or
the results of the audit, they should design procedures to provide
reasonable assurance of detecting such fraud. The auditor should
prepare audit documentation related to their identification and
assessment of and response to fraud risks.

Assessing the risk of fraud is an ongoing process throughout the
audit and relates not only to planning the audit but also to
evaluating evidence obtained during the audit. When testing general
and business process application level controls, the auditor should
be alert for information or other conditions that indicate fraud that
is significant within the context of the audit objectives may have
occurred.

A specific area of concern for fraud is override of controls,
particularly in ERP applications. Because ERP applications are by
their nature highly integrated, the potential risk of management
override of controls is heightened. The audit generally should
include procedures to identify system-based overrides. These
procedures might include testing for instances of users performing
inappropriate combinations of transactions (i.e., transactions that
should have been segregated) and other similar procedures. Some
examples of antifraud controls to consider include: workflow
approvals, restricting access to sensitive files, segregation of duties,
review of audit trails, and review of key management reports.
Access controls, segregation of duties, and audit trails are discussed
in Chapter 3.

Page 87 2.1 Plan the Information System Controls Audit



The auditor should also evaluate situations or transactions that
could be indicative of fraud. When information comes to the
auditors’ attention (through audit procedures, allegations received
through fraud hotlines, or other means) indicating that fraud may
have occurred, the auditor should evaluate whether the possible
fraud could significantly affect the audit results. If the fraud could
significantly affect the audit results, auditors should modify the
audit steps and procedures, as necessary, to (1) determine if fraud
likely has occurred and (2) if so, determine its effect on the audit
results.

The auditor’s training, experience, and understanding of the
program being audited may provide a basis for recognizing that
some acts coming to his or her attention may be indicative of fraud.
Whether an act is, in fact, fraud is a determination to be made
through the judicial or other adjudicative system and is beyond
auditors’ professional expertise and responsibility. However, the
auditor is responsible for being aware of vulnerabilities to fraud
associated with the area being audited to identify indications that
fraud may have occurred.

2.1.9.C Previous Audits and Attestation Engagements

Under GAGAS, auditors should evaluate whether the audited entity
has taken appropriate corrective action to address findings and
recommendations from previous engagements that are significant
within the context of the audit objectives (for financial audits, those
that could have a material effect on the financial statements). When
planning the audit, auditors should ask entity management to
identify previous audits, attestation engagements, performance
audits, or other studies that directly relate to the objectives of the
audit, including whether related recommendations have been
implemented. For IS control audits, this would include weaknesses
identified by management through its monitoring controls (e.g., for
federal entities, Plans of Action and Milestones) that are relevant to
the audit objectives. Auditors should use this information in
assessing risk and determining the nature, timing, and extent of
current audit work, including determining the extent to which
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2.1.9.D Audit Resources

testing the implementation of the corrective actions is applicable to
the current audit objectives.

As with other types of audits, the staff assigned to perform the IS
controls audit must collectively possess adequate professional
competence. Therefore, it is important to carefully plan IS controls
audits to ensure that adequate and appropriate resources are
available to perform the audit. IS controls audits need a broad range
of technical skills. In addition to skills necessary to assess each
control category, IS controls audits generally use technical
specialists with skills in such areas as networks, Windows/Novell,
Unix, data management systems, and mainframe system and access
control software. See Appendix V for a discussion of typical skill
sets for IS controls specialists. Based on the knowledge obtained
during audit planning, the auditor should identify resource
requirements and determine whether internal resources are
available or whether contractors will be necessary to complete the
audit. The auditor should then schedule the resources for the
appropriate periods of time.

Regardless of the size of the entity, the auditor must still perform
the necessary planning to ensure that audit requirements are fully
satisfied. This includes small/independent agencies which generally
have a less complex, less risky IS control environment, which
requires inherently fewer IS controls audit resources. The
Committee of Sponsoring Organizations (COSO)* publication
“Internal Controls over Financial Reporting — Guidance for Smaller
Public Companies” includes guidance that could be used by smaller
agencies to assist in planning their audits.

The auditor may determine that it is necessary to contract for audit
services for all or a portion of the IS controls audit. For example, the
auditor may determine that it is necessary to contract only for
certain technical skills needed to perform the audit. Contracting for

“Isa voluntary private sector organization dedicated to improving the quality of financial
reporting through business ethics, effective internal controls, and corporate governance.
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2.1.9.E Multiyear Testing Plans

audit services offers two significant benefits to an entity’s audit
organization—it allows audit coverage beyond that possible with the
existing audit staff level, and it allows the audit activity to address
technical and other issues in which the in-house staff is not skilled.
Engagements that employ contractors in this way may help train in-
house staff for future audits. However, when contracting for audit
services, some in-house audit personnel generally should be actively
involved. For example, the audit organization should be
instrumental in determining the scope of the contracted services,
and in developing the task order or request for proposal for the
work. The FISCAM may be required to be used as a basis for the
work to be performed.

Also, an auditor generally should be designated to monitor the
contract for the entity. The contract monitor should have sufficient
knowledge of IS controls to monitor and to assess the quality and
adequacy of the work performed by the contractor, including the
adequacy of the audit documentation. The contract monitor should
discuss the contract with the contractor, including the product
deliverables, the established time frames for deliverables, and
documentation standards to adhere to. The auditor generally should
hold this meeting before the contractor begins work. In addition,
the contract monitor should attend critical meetings the contractor
has with entity representatives, including the opening and close-out
meetings.

The contract monitor should conduct a technical review of the work
performed and may use this manual as guidance to determine
whether the work addressed relevant issues and the audit
procedures were adequate. For financial audits, the contract
monitor or audit team may reperform some tests in accordance with
FAM 650, “Using the Reports and Work of Others.” Also, the
contract monitor should review the audit report and supporting
audit documentation to determine whether the audit report is
adequately supported.

In circumstances where the auditor regularly performs IS controls
audits of the entity (as is done, for example, by an IG or for annual
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financial audits), the auditor may determine that a multiyear plan for
performing IS controls audits is appropriate. Such a plan will cover
relevant key entity applications, systems, and processing centers.
These strategic plans should cover no more than a 3-year period and
include the schedule and scope of assessments to be performed
during the period and the rationale for the planned approach. The
auditor typically evaluates these plans annually and adjusts them for
the results of prior and current audits and significant changes in the
IT environment, such as implementation of new systems.

Multiyear testing plans can help to assure that all entity systems and
locations are considered in the IS control evaluation process, to
consider relative audit risk and prioritization of systems, and to
provide sufficient evidence to support an assessment of IS control
effectiveness, while helping to reduce annual audit resources under
certain conditions. When appropriate, this concept allows the
auditor to test computer-related general and business process
application controls on a risk basis rather than testing every control
every year. Under a multiyear testing plan, different controls are
comprehensively tested each year, so that each significant general
and business process control is selected for testing at least once
during the multiyear period, which should not be more than 3 years.
For example, a multiyear testing plan for an entity with five
significant business process applications might include
comprehensive tests of two or three applications annually, covering
all applications in a 2 or 3 year period. For systems with high IS
risk, the auditor generally should perform annual testing.

Such multiyear testing plans are not appropriate in all situations.
For example, they are not appropriate for first-time audits, for
audits where some significant business process applications or
general controls have not been tested within a sufficiently recent
period (no more than 3 years), or for audits of entities that do not
have strong entitywide controls. Also, using this concept, the
auditor should perform some limited tests and other activities
annually for general and business process controls not selected for
full testing; examples of such activities include updating the
auditor’s understanding of the control environment, inquiring about
control changes, and conducting walk-throughs. For example,
because of the importance of system level critical control points, the
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auditor generally updates the understanding of these yearly through
limited tests. Multiyear testing is discussed in greater detail in FAM
section 395 G: “Multiyear Testing of Controls.”

2.1.9.F Communication with Entity Management and Those Charged with Governance

The auditor should communicate information about the audit to
appropriate entity management and those charged with governance.
The auditor should document this communication, usually with an
engagement letter. This step is particularly important in an IS
controls audit because of the sensitivity of entity information
systems and the nature of tests performed. Multiple meetings may
be necessary with various levels of management so that they are
adequately aware of the audit process. GAGAS requires that to help
the various parties involved in the audit understand the audit
objectives, time frames, and any data needs, the auditor should
provide them with information about the specific nature of the
audit, as well as general information concerning the planning and
conduct of the audit and reporting. If the IS audit is performed as
part of a broader financial or performance audit or attestation
engagement, the auditor should coordinate this step with the audit
team.

As part of this communication, it may be useful to provide general
protocols for conducting the IS controls audit. Such protocols might
include the following:

e Define the scope of the engagement. This might include an
overview of the audit objectives, information about what is to be
tested, when testing will occur, where and from what locations
testing will be performed, who will be performing and monitoring
the testing, and how the testing will be performed (for example,
the methodology and tools that will be employed). However, it is
important to not disclose detailed audit procedures so that the
tests become ineffective.

o Communicate risks and steps taken by management to manage
such risks. While risks cannot be eliminated entirely, they can be
managed to an acceptable level to avoid, or at least minimize,
service degradation or interruption. Auditors can communicate
actions they have taken to minimize risks such as (a) not
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2.1.9.G Service Organizations

performing denial-of-service testing, (b) coordinating testing with
the audited site, (c) having knowledgeable personnel from the
audited site monitoring all testing, (d) testing the tools that will
be used and gaining expertise in their use, (e) logging test
parameters, (f) logging testing and results, (g) using network
analyzers to monitor loads placed on the network during testing,
and (h) performing testing during nonpeak hours, if possible.

¢ Identify roles and responsibilities. Address the roles and
responsibilities of each participant. Participants will likely
include the test team, the auditors, the system owners, the
systems security officer, the systems administrators, and
contractors, if applicable.

¢ Address logistical requirements. Logistical requirements would
include information about such items as the organization’s range
of Internet Protocol addresses and telephone numbers
(particularly sensitive numbers that should be excluded from
testing), analog telephone lines, wireless connections, Internet
access paths, policies governing user accounts and passwords,
etc. On-site workspace arrangements and entity points of contact
might also be addressed.

GAGAS requires certain communications with management, those
charged with governance, and others. For financial audits, see AU
380 and GAGAS 4.06. For attestation engagements, see GAGAS 6.06-
6.08. For performance audits, see GAGAS 7.46-7.48. In situations in
which those charged with governance are not clearly evident,
auditors should document the process followed and conclusions
reached for identifying those charged with governance.

When IS controls that are significant to a GAGAS audit are
performed by a service organization external to the audited entity,
the auditor should determine how to obtain sufficient, appropriate
evidence about the operating effectiveness of such controls. The
auditor should coordinate these procedures with the audit
procedures performed in support of critical element SM-7 “Ensure
That Activities Performed by External Third Parties are Adequately
Secure”. For example, the auditor should determine how
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management of the audited entity monitors the effectiveness of IS
controls at the service organization, such as through the receipt and
analysis of a service auditor (SAS 70*) report. SAS 70 reports are
discussed in more detail in Appendix VII. If the auditor uses a SAS
70 report, the auditor is responsible for determining whether SAS 70
report provides sufficient evidence about the operating
effectiveness of IS controls performed by the service organization
that are significant to the audit. Also, see section 2.1.9.H below. If IS
controls are performed by service organizations, the auditor should
document conclusions whether such controls are significant to the
audit objectives and any audit procedures performed with respect to
such controls (e.g., review of service auditor reports).

The auditor should integrate evidence obtained about the operating
effectiveness of service auditor controls into the IS controls audit.
For example, the auditor should evaluate the effectiveness of IS
controls for the combination of IS controls at the audited entity and
at the service organization collectively. The preparation and use of
service auditor reports are discussed further in Appendix VII,
including how to determine whether the service auditor report
contains sufficient, appropriate evidence.

If the user auditor plans to use a service auditor’s report as audit
evidence about the design and implementation and/or operating
effectiveness of controls at the service organization, the user auditor
should:

e evaluate whether the description of the service organization’s
system and, for type 2 reports, the service auditor’s description
of tests of controls and results thereof, is as of a date or for a
period that is appropriate for the user auditor’s purposes;

e evaluate the sufficiency and appropriateness of the evidence
provided for the understanding of internal control relevant to the
audit;

e evaluate whether the specific tests of controls performed by the
service auditor and the results thereof as described in the type 2

“"The Auditing Standards Board of the American Institute of Certified Public Accountants is
currently deliberating on possible changes to SAS 70 requirements. Users of the FISCAM
should determine whether such changes have been made before applying this section.
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2.1.9.H Using the Work of Others

report are relevant to assertions in the user entity’s financial
statements; and

e determine whether complementary user entity controls identified
by the service organization are relevant to the user entity and, if
so, obtain an understanding of whether the user entity has
designed and implemented such controls and test such controls.

The auditor may be able to use the work of the other auditors to
support findings or conclusions for the current audit. If auditors use
the work of other auditors, they should perform procedures that
provide a sufficient basis for using that work. For financial audits,
further information on using the work of other auditors is discussed
in FAM 650 and AU 336. For performance audits, as discussed in
GAGAS 7.41-.43, auditors should obtain evidence concerning the
other auditors’ qualifications and independence and should
determine whether the scope, quality, and timing of the audit work
performed by the other auditors is adequate for reliance in the
context of the current audit objectives. Procedures that auditors
may perform in making this determination include reviewing the
other auditors’ report, audit plan, or audit documentation, and/or
performing tests of the other auditors’ work. The nature and extent
of evidence needed will depend on the significance of the other
auditors’ work to the current audit objectives and the extent to
which the auditors will use that work.

As discussed in GAGAS 7.43, some performance audits may
necessitate the use of specialized techniques or methods that
require the skills of a specialist. If auditors intend to use the work of
specialists, they should obtain an understanding of the qualifications
and independence of the specialists. (See GAGAS paragraph 3.05 for
independence considerations when using the work of others.)
Evaluating the professional qualifications of the specialist involves
the following:
a. the professional certification, license, or other recognition of
the competence of the specialist in his or her field, as
appropriate;
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2.1.9.1 Audit Plan

b. the reputation and standing of the specialist in the views of
peers and others familiar with the specialist’s capability or
performance;

c. the specialist’s experience and previous work in the subject
matter; and

d. the auditors’ prior experience in using the specialist’s work.

If the auditor plans to use the work of others, the auditor should
document conclusions concerning the planned use of the work of
others and any audit procedures performed with respect to using
the work of others.

The auditor should prepare a written audit plan for each audit. The
auditor should describe the objectives, scope, and methodology for
the IS controls audit. The auditor should include planning
information, discussed in the preceding sections of this chapter. If
the IS controls audit is a component of a performance audit or
attestation engagement, the auditor should integrate such
information, as appropriate, into the overall audit plan. If the IS
controls audit is a component of a financial audit, the auditor should
integrate such information, as appropriate, with the overall audit
strategy and audit plan for the financial audit. Additionally, the
auditor generally should use the IS controls audit plan as a tool to
communicate with the audit team. If the auditor believes that
another auditor will use his or her work, the auditor may use the
plan to coordinate with the other auditor.

In planning the audit, the auditor generally will first assess the
effectiveness of entitywide and system level general controls prior
to testing business process application level controls, unless the
purpose of the audit is to identify control weaknesses in the
application area. Without effective entitywide and system level
general controls, business process application level controls may be
rendered ineffective by circumvention or modification.
Consequently, if general controls are not designed or operating
effectively, the auditor may conclude that assessing business
process application level controls is not efficient or necessary to
achieve the audit objectives. In such cases, the auditor should
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develop appropriate findings and consider the nature and extent of
risks and their effect on the audit objectives and the nature, timing,
and extent of audit procedures. However, if an audit objective is to
identify control weaknesses within a business process application,
an assessment of the business process application level controls
would be appropriate. Also, testing of business process application
level controls may be warranted when the auditor finds general
control weaknesses mainly in areas with a relatively insignificant
impact on business process controls and the key areas of audit
interest, but not in more significant areas.

GAGAS require that a written audit plan be prepared for each
performance audit. The form and content of the written audit plan
may vary among audits and may include an audit strategy, audit
program, project plan, audit planning paper, or other appropriate
documentation of key decisions about the audit objectives, scope,
and methodology and of the auditor’s basis for these decisions. The
auditor should update the plan, as necessary, to reflect any
significant changes to the plan made during the audit. GAGAS
include financial audit planning documentation standards.

2.1.10 Documentation of Planning Phase

The auditor should document the following information developed
in the planning phase:

e Objectives of the IS controls audit and, if it is part of a broader
audit, a description of how such objectives support the overall
audit objectives.

e The scope of the IS controls audit.

¢ The auditor’s understanding of the entity’s operations and key
business processes, including, to the extent relevant to the audit
objectives, the following:

e The significance and nature of the programs and functions
supported by information systems;

o Key business processes relevant to the audit objectives,
including business rules, transaction flows, and application
and software module interaction;
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o Significant general support systems and major applications
that support each key process;

¢ Background information request, if used;

¢ Significant internal and external factors that could affect the
IS controls audit objectives;

o Detailed organization chart, particularly the IT and the IS
components;

¢ Significant changes in the IT environment/architecture or
significant applications implemented within the past 2 years
or planned within the next 2 years; and

o The entity’s reliance on third parties to provide IT services
(e.g., in-house, remote connectivity, remote processing).

A general understanding of the structure of the entity’s or
component’s networks as a basis for planning the IS controls
audit, including high-level and detailed network schematics
relevant to the audit objectives.

Key areas of audit interest, including relevant general support
systems and major applications and files. This includes (1) the
operational locations of each key system or file, (2) significant
components of the associated hardware and software (e.g.,
firewalls, routers, hosts, operating systems), (3) other significant
systems or system-level resources that support the key areas of
audit interest, and (4) prior audit problems reported. Also, the
auditor should document all access paths in and out of the key
areas of audit interest.

Factors that significantly increase or decrease IS risk and their
potential impact on the effectiveness of information system
controls. For each risk identified, the auditor should document
the nature and extent of the risk; the conditions that gave rise to
that risk; and the specific information or operations affected (if
not pervasive).

Preliminary assessment of IS risks related to the key areas of
audit interest and the basis for the assessed risk. For each risk
identified, the auditor should document the nature and extent of
the risk; the conditions that gave rise to that risk; and the specific
information or operations affected (if not pervasive). The auditor
should also document other considerations that may mitigate the
effects of identified risks.
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e Critical control points.

e A preliminary understanding of the entity’s IS controls, including
the organization, staffing, responsibilities, authorities, and
resources of the entity’s security management function. The
auditor should include the following information in the
documentation of their preliminary understanding of the design
of IS controls, to the extent relevant to the audit objectives:

¢ Identification of entitywide level controls (and appropriate
system level controls) designed to achieve the control
activities for each critical element within each general control
area and a determination of whether they are designed
effectively and implemented (placed in operation), including
identification of control activities for which there are no or
ineffective controls at the entitywide level and the related
risks;

o Identification of business process level controls for key
applications identified as key areas of audit interest,
determination of where those controls are implemented
(placed in operation) within the entity’s systems, and the
auditor’s conclusion about whether the controls are designed
effectively, including identification of control activities for
which there are no or ineffective controls and the related risks
and the potential impact of any identified design weaknesses
on the completeness, accuracy, validity, and confidentiality of
application data;

¢ Any internal or third-party information systems reviews,
audits, or specialized systems testing (e.g., penetration tests,
disaster recovery tests, and application-specific tests)
performed during the last year;

¢ Management’s plans of action and milestones, or their
equivalent, that identify corrective actions planned to address
known IS control weaknesses;

¢ Status of the prior years’ audit findings;

e Documentation for any significant computer security related
incidents identified and reported for the last year;

o Documented security plans;

e Documented risk assessments for relevant systems (e.g.,
general support systems and major applications);
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e System certification and accreditation documentation or
equivalent for relevant systems;

¢ Documented business continuity of operations plans and
disaster recovery plans; and
e A description of the entity’s use of third-party IT services
e Relevant laws and regulations and their relation to the audit
objectives.

e Description of the auditor’s procedures to consider the risk of
fraud, any fraud risk factors that the auditor believes could affect
the audit objectives, and planned audit procedures to detect any
fraud significant to the audit objectives.

¢ Audit resources planned.
e Current multiyear testing plans.
e Documentation of communications with entity management.

o If IS controls are performed by service organizations,
conclusions whether such controls are significant to the audit
objectives and any audit procedures performed with respect to
such controls (e.g., review of service auditor reports)

o If the auditor plans to use the work of others, conclusions
concerning the planned use of the work of others and any audit
procedures performed with respect to using the work of others.

¢ Audit plan (and for financial audits, audit strategy) that
adequately describes the objectives, scope, and methodology of
the audit.

¢ Any decision to reduce testing of IS controls due to the
identification of significant IS control weaknesses.
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2.2 Perform Information System Controls Audit Tests

2.2.1 Overview

In the testing phase of the IS controls audit, the auditor uses
information obtained in the planning phase to test the effectiveness
of IS controls that are relevant to the audit objectives. As audit
evidence is obtained through performing control testing, the auditor
should reassess the audit plan and consider whether changes are
appropriate.

While determining whether IS controls are appropriately designed
and implemented and while performing tests of IS controls, the
auditor should periodically assess the cumulative audit evidence
obtained to identify any revisions needed to the audit plan. For
example, if significant weaknesses have been identified, the auditor
may decide to perform less testing in remaining areas if audit
objectives have been achieved. Conversely, the performance of
tests may uncover additional areas to be tested.

For those IS controls that the auditor determines are
properly/suitably designed and implemented, the auditor determines
whether to perform tests of the operating effectiveness of such
controls. In determining whether to test the operating effectiveness
of IS controls, the auditor should determine whether it is possible
and practicable to obtain sufficient, appropriate audit evidence
without testing IS controls. For federal financial statement audits
and for Single Audits (compliance requirements), the auditor is
required to test controls that are suitably designed and implemented
to achieve a low assessed level of control risk.

As discussed in Chapter 1, this manual is organized in a hierarchical
structure to assist the auditor in performing the IS controls audit.
Chapter 3 provides information concerning the general controls, and
Chapter 4 provides information concerning four business process
application level controls. Each of the chapters contains several
control categories, which are groupings of related controls
pertaining to similar types of risk. For each control category, this
manual discusses the key underlying concepts and associated risks
if the controls in the category are ineffective.
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Chapter 3 is organized by five general control categories:

e security management,

e access controls,

¢ configuration management,
e segregation of duties, and

e contingency planning.

Chapter 4 is organized into four business process application level
control categories:

¢ business process application level general controls* (also
referred to as application security),

e Dbusiness process controls,
¢ interface and conversion controls, and
¢ data management systems controls.

The last three business process application level control categories
are collectively referred to herein as “business process application
controls.”

For each control category, the manual identifies critical elements—
tasks that are essential for establishing adequate controls within the
category. For each critical element, there is a discussion of the
associated objectives, risks, and control activities, as well as related
potential control techniques and suggested audit procedures. This
hierarchical structure facilitates the auditor’s analysis of identified
control weaknesses.

Because control activities are generally necessary to achieve the
critical elements, they are generally relevant to a GAGAS audit
unless the related control category is not relevant, the audit scope is
limited, or the auditor determines that, due to significant IS control
weaknesses, it is not necessary to assess the effectiveness of all

The first category of business process controls is defined as general controls operating at
the business process application level.
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relevant IS controls. Within each relevant control activity, the
auditor should identify control techniques implemented by the
entity and determine whether the control techniques, as designed,
are sufficient to achieve the control activity, considering IS risk and
the audit objectives. The auditor may be able to determine whether
control techniques are sufficient to achieve a particular control
activity without evaluating and testing all of the control techniques.
Also, depending on IS risk and the audit objectives, the nature and
extent of control techniques necessary to achieve a particular
control objective will vary.

As discussed in Chapter 1, the FISCAM lists specific control
activities and techniques and related suggested audit procedures.
These are described at a high level and assume some level of
expertise for an auditor to perform these audit procedures
effectively. Accordingly, the auditor, applying judgment, should
develop more detailed audit steps and tailor control activities based
on the specific software and control techniques employed by the
entity, the audit objectives, and significant areas of audit interest.
Further, the auditor is responsible for identifying any necessary
changes to IS control-related criteria, including changes to control
activities and techniques, based on publications issued after
December 2008. Future updates to the FISCAM, including any
implementation tools and related materials, will be posted to the
FISCAM website at http://www.gao.gov/special.pubs/fiscam.html.

Also, the auditor should evaluate the nature and extent of testing
performed by the entity. Such information can assist in identifying
key controls and in assessing risk, but the auditor should not rely on
testing performed by the entity in lieu of appropriate auditor testing.

As discussed later in this section, if the control techniques
implemented by the entity, as designed, are not sufficient to address
the control activity, or the control techniques are not effectively
implemented as designed, the auditor should determine the effect
on IS controls and the audit objectives.
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The auditor identifies control techniques and determines the
effectiveness of controls at each of the following levels:

Entitywide or component level (general controls) Controls at the
entity or component level consist of the entitywide or
componentwide processes designed to achieve the control
activities. They are focused on how the entity or component
manages IS related to each general control activity in Chapter 3.
For example, the entity or component may have an entitywide
process for configuration management, including establishment
of accountability and responsibility for configuration
management, broad policies and procedures, development and
implementation of monitoring programs, and possibly centralized
configuration management tools. The absence of entitywide
processes may be a root cause of weak or inconsistent controls;
for example, by increasing the risk that IS controls are not
applied consistently across the organization.

System level (general controls). Controls at the system level
consist of processes for managing specific system resources
related to either a general support system or major application.
These controls are more specific than those at the entity or
component level and generally relate to a single type of
technology. Within the system level are three further levels that
the auditor should assess: network, operating system, and
infrastructure application. The three sublevels can be defined as
follows:

e Network. A network is an interconnected or intersecting
configuration or system of components. For example, a
computer network allows applications operating on various
computers to communicate.

o Operating system. An operating system is software that
controls the execution of computer programs and may
provide various services. For example, an operating system
may provide services such as resource allocation, scheduling,
input/output control, and data management.

o Infrastructure applications. Infrastructure applications are
software that is used to assist in performing systems
operations, including management of network devices. These
applications include databases, e-mail, browsers, plug-ins,
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utilities, and applications not directly related to business
processes. For example, infrastructure applications allow
multiple processes running on one or more machines to
interact across a network.

For an example of the identification of system level controls,
take configuration management. The auditor who is evaluating
configuration management at the system level should determine
whether the entity has applied appropriate configuration
management practices for each significant type of technology
(e.g., firewalls, routers) in each of the three sublevels (e.g.,
specific infrastructure applications). Such configuration
management practices typically include standard configuration
guidelines for the technology and tools to effectively determine
whether the configuration guidelines are effectively
implemented.

o Business process application level. Controls at the business
process application level consist of policies and procedures for
controlling specific business processes. For example, the entity’s
configuration management should reasonably ensure that all
changes to application systems are fully tested and authorized.

Chapter 3 includes general control activities that are applicable to
the entitywide and system levels, and Chapter 4 includes the general
controls applied at the business process application level (also
referred to as application security) as well as the three categories of
business process application controls. The control techniques for
achieving the control activities and the related audit tests vary
according to the level to which they are being applied. However,
they are described at a high level in this manual, and these
descriptions assume some expertise about the subject to be
effectively performed. Thus, the auditor should develop more
detailed audit steps based on the entity’s specific software and
control techniques, after consulting with the financial or
performance auditor about audit objectives and significant areas of
audit interest. This manual lists specific control activities and
techniques and related suggested audit procedures. Table 1 shows
the control categories applicable at each level.
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Table 1: Control Categories Applicable at Different Levels of Audit

General
Controls

Control
Categories

Entitywide/
Component
Level

System Level

Network

Operating
Systems

Infrastructure
Applications

Business
Process
Application
Level

Security
Management

Access Controls

Configuration
Management

Segregation of
Duties

Contingency
Planning

Business
Process
Application
Controls

Business
Process
Controls

Interfaces

Data
Management
Systems

IR

Source: GAO.

The auditor should evaluate the effectiveness of IS controls

including system and/or application level controls related to each
critical control point. The auditor should evaluate all potential ways
in which the critical control point could be accessed. Generally, for
each critical control point, this would include assessing controls

Page 106 2.2 Perform Information System Controls Audit Tests




related to the network, operating system, and infrastructure
application components. For example, if a particular router was
deemed to be a critical control point, the auditor generally should
test controls related to the router itself (a network component), its
operating system, and the infrastructure application that is used to
manage the router. Access to any of these could lead to access to
the control point. See the discussion of control dependencies in the
above section entitled “Identify Critical Control Points”.

As discussed in audit planning (section 2.1.2), the auditor
determines the appropriate scope of the IS controls audit, including

o the organizational entities to be addressed (e.g., entitywide,
selected component(s), etc.);

o the breadth of the audit (e.g., overall conclusion on IS control
effectiveness, review of a specific application or technology area,
such as wireless or UNIX, etc.);

o the types of IS controls to be tested:

¢ general and/or business process application level controls to be
tested, or selected components; or

o all levels of the entity’s information systems, or selected levels
(e.g., entitywide, system level, or business process application
level, or selected components of them.

The auditor should perform the following procedures as part of
testing the effectiveness of information system controls:

¢ Understand information systems relevant to the audit objectives,
building on identification of key areas of audit interest and
critical control points.

e Determine which IS control techniques are relevant to the audit
objectives. The control categories, critical elements, and control
activities in Chapters 3 and 4 are generally relevant to all audits.
However, if the auditor is not performing a comprehensive audit,
for example, an application review, then there may be no need to
assess controls in Chapter 3.

e For each relevant IS control technique, determine whether it is
suitably designed to achieve the critical activity and has been
implemented — placed in operation (if not done earlier).
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¢ Perform tests to determine whether such control techniques are
operating effectively.

o Identify potential weaknesses in IS controls. For each potential
weakness, consider the impact of compensating controls or other
factors that mitigate or reduce the risks related to potential
weaknesses.

Understand Information Systems Relevant to the Audit
Objectives

The auditor should obtain and document an understanding of the
information processing steps performed in information systems that
are significant to the audit objectives, including:

e The manner in which transactions are initiated,;

¢ The nature and type of records and source documents;

e The processing involved from the initiation of transactions to
their final processing, including the nature of computer files and
the manner in which they are accessed, updated, and deleted;
and

e For financial audits, the process used to prepare the entity's
financial statements and budget information, including
significant accounting estimates, disclosures, and computerized
processing.

This understanding builds on information obtained in audit planning
(e.g., identification of key areas of audit interest and critical control
points). For efficiency, the auditor may combine this step with audit
planning to aid in the identification of relevant controls. The auditor
should perform and document walk-throughs for all business
process applications that are significant to the audit objectives.
Walk-throughs are important for understanding the information
processing and for determining appropriate audit procedures.

Identify IS Control Techniques That Are Relevant to the
Audit Objectives

Based on the results of audit planning and other procedures
performed, the auditor should identify the control categories,
critical elements, control activities, and control techniques that are
relevant to the IS audit. In doing this, the auditor considers the audit
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objectives and audit scope, the extent of IS risk and the preliminary
understanding of IS controls. The process for identifying relevant
control techniques is summarized below.

For IS audits that are stand alone GAGAS audits, generally all of the
control categories, critical elements, and control activities are
relevant to the audit objectives, unless specifically not part of the
audit objectives. For example, in an evaluation of the effectiveness
of business process controls in a specific application, the general
controls in Chapter 3 may or may not be part of the audit objectives.

At the entitywide level and for each critical control point (including
control dependencies) at the system and business process
application levels, the auditor should identify and document the
control techniques used by the entity to achieve each relevant
control activity. For purposes of illustration, using the example of
the router that is a critical control point (as discussed in section
2.1.7), the auditor would identify and document the control
techniques used by the entity to achieve the control activities
related to each relevant control category and critical element for the
router and for the related control dependencies.

If the IS audit is part of a broader financial audit, performance audit,
or attestation engagement, the auditor should obtain, from the
overall audit team, audit documentation that identifies internal
controls that are significant to the audit objectives. For financial
audits performed under the FAM, such controls are identified in the
SCE form. For each internal control technique that is identified as
significant to the audit objectives (significant control technique) ,
the audit team should determine whether it is an IS control. An IS
controls specialist generally should review and concur with the
audit team’s identification of IS controls, particularly with respect to
whether all IS controls were properly identified as such.

The auditor should identify and document the other entitywide,
system, and business process level IS controls upon which the
effectiveness of each significant IS control technique depends.
These other IS controls will principally relate to the entitywide level
controls and to controls over each of the critical control points
(including control dependencies) at the system and business
process application levels. For example, if the IS control is the
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review of an exception report, the auditor should identify and test
the business process application controls directly related to the
production of the exception report, as well as the general and other
business process application controls upon which the reliability of
the information in the exception report depends, including the
proper functioning of the business process application that
generated the exception report and the reliability of the data used to
generate the exception report. In addition, the auditor should test
the effectiveness of the user control (i.e., management review and
followup on the items in the exception report).

For each relevant IS control technique, the auditor should determine
whether it is (1) designed effectively to achieve the related control
activity, considering IS risk and the audit objectives, and (2)
implemented (placed in operation). The auditor may be able to
determine whether control techniques are sufficient to achieve a
particular control activity without evaluating and testing all of the
control techniques. Also, depending on IS risk and the audit
objectives, the nature and extent of control techniques necessary to
achieve a particular control objective will vary.

The auditor generally should evaluate the design effectiveness and
test only the control techniques necessary to achieve the relevant
audit activities. For example, if there are two control techniques,
each of which individually would achieve the control activity, the
auditor generally would evaluate and test only one control
technique. However, if the auditor determines that the control
technique evaluated and tested was not effective, the auditor would
consider the effectiveness of the other control technique.

Also, the auditor should evaluate the nature and extent of testing
performed by the entity. Such information can assist in identifying
key controls and in assessing risk, but the auditor should not rely on
testing performed by the entity in lieu of appropriate auditor testing.
If the control techniques implemented by the entity, as designed, are
not sufficient to address the control activity, or the control
techniques are not effectively implemented as designed, the auditor
should determine the effect on IS controls and the audit objectives.

For efficiency, the auditor may implement a tiered approach to the
identification and evaluation of the design effectiveness of relevant
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IS control techniques, as discussed later in this session, beginning
with entitywide level controls, followed by system level controls,
then by business process application level controls.

Appendices II and III may be used to identify and summarize
relevant IS controls at the entitywide, system, and business process
application levels.

Test Information System Controls

The auditor should design and conduct tests of relevant control
techniques that are effective in design to determine their
effectiveness in operation.

It is generally more efficient for the auditor to test IS controls on a
tiered basis, starting with the general controls at the entitywide and
system levels, followed by the general controls at the business
process application level, and concluding with tests of business
process application, interface, and data management system
controls at the business process application level. Such a testing
strategy may be used because ineffective IS controls at each tier
generally preclude effective controls at the subsequent tier.

If the auditor identifies IS controls for testing, the auditor should

evaluate the effectiveness of

e general controls at the entitywide and system level;

e general controls at the business process application level; and

e specific business process application controls (business process
controls, interface controls, data management system controls),
and/or user controls, unless the IS controls that achieve the
control objectives are general controls.

The auditor should determine whether entitywide and system level

general controls are effectively designed, implemented, and

operating effectively by

¢ identifying applicable general controls;

e determining how those controls function, and whether they have
been placed in operation; and

e evaluating and testing the effectiveness of the identified controls.
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The auditor should document the understanding of general controls
and should conclude whether such controls are effectively designed,
placed in operation, and, for those controls tested, operating as
intended.

Based on the results of the IS controls audit tests, the auditor should
determine whether the control techniques are operating effectively
to achieve the control activities. Controls that are not properly
designed to achieve the control activities or that are not operating
effectively are potential IS control weaknesses. For each potential
weakness, the auditor should determine whether there are specific
compensating controls or other factors that could mitigate the
potential weakness. If the auditor believes that the compensating
controls or other factors could adequately mitigate the potential
weakness and achieve the control activity, the auditor should obtain
evidence that the compensating or other control is effectively
operating and actually mitigates the potential weakness. If it
effectively mitigates the potential weakness, the auditor can
conclude that the control activity is achieved; however, the auditor
may communicate such weaknesses to the entity. If the potential
weakness is not effectively mitigated, the potential weakness is an
actual weakness. The auditor evaluates its effects on IS controls in
combination with other identified weaknesses in the reporting
phase.

Tests of General Controls at the Entitywide and System Levels

The auditor may test general controls through a combination of
procedures, including observation, inquiry, inspection (which
includes a review of documentation on systems and procedures),
and reperformance using appropriate test software. Although
sampling is generally not used to test general controls, the auditor
may use sampling to test certain controls, such as those involving
approvals.

If general controls at the entitywide and system levels are not
effectively designed and operating as intended, the auditor will
generally be unable to obtain satisfaction that business process
application-level controls are effective. In such instances, the
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auditor should (1) determine and document the nature and extent of
risks resulting from ineffective general controls and (2) identify and

test any manual controls that achieve the control objectives that the

IS controls were to achieve.

However, if manual controls do not achieve the control objectives,
the auditor should determine whether any specific IS controls are
designed to achieve the objectives. If not, the auditor should
develop appropriate findings principally to provide
recommendations to improve internal control. If specific IS controls
are designed to achieve the objectives, but are in fact ineffective
because of poor general controls, testing would typically not be
necessary, except to support findings.

Tests of General Controls at the Business Process Application
Level

If the auditor reaches a favorable conclusion on general controls at
the entitywide and system levels, the auditor should evaluate and
test the effectiveness of general controls for those applications
within which business process application controls or user controls
are to be tested. These business process application level general
controls are referred to as Application Security (AS) controls in
Chapter 4.

If general controls are not operating effectively within the business
process application, business process application controls and user
controls generally will be ineffective. If the IS controls audit is part
of a financial or performance audit, the IS controls specialist should
discuss the nature and extent of risks resulting from ineffective
general controls with the audit team. The auditor should determine
whether to proceed with the evaluation of business process
application controls and user controls.

Tests of Business Process Application Controls and User Controls

The auditor generally should perform tests of those business
process application controls (business process, interface, data
management), and user controls necessary to achieve the control
objectives where the entitywide, system, and application-level
general controls were determined to be effective.
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If IS controls are not likely to be effective, the auditor should obtain
a sufficient understanding of control risks arising from information
systems to

¢ identify the impact on the audit objectives,

e design audit procedures, and

e develop appropriate findings.

Also, in such circumstances, the auditor considers whether manual
controls achieve the control objectives, including manual controls
that may mitigate weaknesses in IS controls. If IS controls are not
likely to be effective and if manual controls do not achieve the
control objectives, the auditor should identify and evaluate any
specific IS controls that are designed to achieve the control
objectives to develop recommendations for improving internal
controls.

IS controls that are not effective in design do not need to be tested.
If the auditor determined in a prior year that controls in a particular
accounting application were ineffective and if management
indicates that controls have not significantly improved, the auditor
need not test them.

2.2.2 Nature, Timing, and Extent of Control Tests

To assess the operating effectiveness of IS controls, auditors should
perform an appropriate mix of audit procedures to obtain sufficient,
appropriate evidence to support their conclusions. Such procedures
could include the following:

¢ Inquiries of IT and management personnel can enable the auditor
to gather a wide variety of information about the operating
effectiveness of control techniques. The auditor should
corroborate responses to inquiries with other techniques.

¢ Questionnaires can be used to obtain information on controls
and how they are designed.

¢ Observation of the operation of controls can be a reliable source
of evidence. For example, the auditor may observe the
verification of edit checks and password controls. However,
observation provides evidence about controls only when the
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auditor was present. The auditor needs other evidence to be
satisfied controls functioned the same way throughout the
period.

¢ The auditor may review documentation of control polices and
procedures. For example, the entity may have written policies
regarding confidentiality or logical access. Review of documents
will allow the auditors to understand and assess the design of
controls.

o Inspection of approvals/reviews provides the auditor with
evidence that management is performing appropriate control
checks. The auditor may combine these tests with discussions
and observations.

¢ Analysis of system information (e.g., configuration settings,
access control lists, etc.) obtained through system or specialized
software provides the auditor with evidence about actual system
configuration.

o Data review and analysis of the output of the application
processing may provide evidence about the accuracy of
processing. For example, a detailed review of the data elements
or analytical procedures of the data as a whole may reveal the
existence of errors. Computer-assisted audit techniques (CAAT)
may be used to test data files to determine whether invalid
transactions were identified and corrected by programmed
controls. However, the absence of invalid transactions alone is
insufficient evidence that the controls effectively operated.

¢ Reperformance of the control could be used to test the
effectiveness of some programmed controls by reapplying the
control through the use of test data. For example, the auditor
could prepare a file of transactions that contains known errors
and determine if the application successfully captures and
reports the known errors.

In assessing the operating effectiveness of IS controls, the auditor
may determine that it is appropriate to attempt to gain access to
identified key systems (e.g., vulnerability assessments or
penetration tests). Consideration should be given to performing this
type of tests when (1) a new system is developed or major system
upgrade occurs, (2) major changes are made to the environment the
system operates, and (3) serious weaknesses are identified that may
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impact the system. See NIST SP 800-563A, Appendix G for further
guidance on penetration testing. In performing this testing, it is
important that the auditor and entity management have a common
understanding of the type of tests to be performed, scope of the
tests, and the risks involved in performing this testing. See SM-5 for
further discussion of vulnerability assessments and section 2.1.9.F.
concerning communication with entity management.

In determining the appropriate timing for tests of IS controls, the
auditor should consider appropriate factors, including, among other
things, whether the audit objectives relate to a specific point in time
or to a period of time, the nature of the evidential matter that is
available (evidence of the proper operation of many IS controls is
available only at the time of the test), the extent of information
system risk, the significance or criticality of the IS control to the
audit objectives, and the effectiveness of entitywide and security
management controls in reasonably assuring that IS controls
operated consistently during the relevant period.

Audit procedures may include a selection of specific items (e.g.,
access forms). In addition, the auditor may need to determine,
among multiple instances of a type of network component, which
specific components to test. For example, the entity may have many
internet access points or multiple instances of a data base. The
auditor should exercise judgment in determining the number of
items to select and the method used to select them. Generally, such
judgment would include consideration of the related information
system risk, the significance or criticality of the specific items in
achieving the related control objectives, the location of the network
component in relation to the key areas of audit interest, and the
extent of consistency in the configuration of the components.
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2.2.3 Documentation of Control Testing Phase

Information developed in the testing phase that the auditor should
document includes the following:

An understanding of the information systems that are relevant to
the audit objectives

IS Control activities relevant to the audit objectives

By level (e.g., entitywide, system, business process application)
and system sublevel (e.g., network, operating system,
infrastructure applications), a description of control techniques
used by the entity to achieve the relevant IS control objectives
and activities

By level and sublevel, specific tests performed, including

¢ related documentation that describes the nature, timing, and
extent of the tests;

o evidence of the effective operation of the control techniques
or lack thereof (e.g., memos describing procedures and
results, output of tools and related analysis);

o if a control is not achieved, any compensating controls or
other factors and the basis for determining whether they are
effective;

¢ the auditor’s conclusions about the effectiveness of the
entity’s IS controls in achieving the control objective; and

o for each weakness, whether the weakness is a material
weakness, significant deficiency or just a deficiency, as well
as the criteria, condition, cause, and effect if necessary to
achieve the audit objectives. The aggregate effect of all
weaknesses is evaluated in the next section (2.3).

Appendices II and III may be used to summarize the results of
testing.
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2.3 Report Audit Results

After completing the testing phase, the auditor summarizes the
results of the audit, draws conclusions on the individual and
aggregate effect of all identified IS control weaknesses on audit risk
and audit objectives and reports the results of the audit. Such
evaluation includes consideration of (1) the effect of weaknesses
identified by the auditor’s current testing, (2) followup on
weaknesses reported in previous audits or evaluations that are
relevant to the audit objectives, and (3) other uncorrected
weaknesses that have been identified and/or reported by
management or others that are relevant to the audit objectives. The
auditor evaluates the effect of any weaknesses on the entity’s ability
to achieve each of the critical elements in Chapters 3 and 4 and on
the risk of unauthorized access to key systems or files. Also, the
auditor evaluates potential control dependencies.

For each critical element, the auditor should make a summary
determination as to whether the critical element is achieved,
considering entitywide, system, and business process application
levels collectively. The auditor should evaluate the effect of related
underlying control activities that are not achieved. In addition,
based on identified weaknesses, the auditor should determine the
effectiveness of IS controls for each of the five categories of general
controls or the four categories of application-level controls. If a
critical element is not achieved, then (1) the respective control
category is not likely to be achieved and (2) in the absence of strong
compensating controls, overall IS controls are unlikely to be
effective. If one or more of the nine control categories are not
effectively achieved, IS controls are ineffective, unless other factors
sufficiently reduce the risk. The auditor uses professional judgment
in making such determinations. Also, the auditor should determine
whether IS control weaknesses identified by the audit were
identified in the entity’s Plans of Action and Milestones (POA&Ms)
or equivalent document. If not, the auditor generally should attempt
to determine why they were not identified by the entity as
appropriate and report weaknesses in the reporting process.

Also, the auditor should evaluate whether the aggregate
combination of weaknesses could result in unauthorized access to

Page 118 2.3 Report Audit Results



systems or files supporting key areas of audit interest, resulting in a
significant internal control deficiency. Guidance for evaluating IS
controls and determining the appropriate reporting are discussed
separately for financial audits and attestation engagements and for
performance audits in the following sections.

For example, a series of weaknesses might result in individuals
having the ability to gain unauthorized external access to entity
systems, escalate their privileges to obtain a significant level of
access to critical control points, and consequently achieve access to
key areas of audit interest. The auditor can use simplified network
schematics annotated with weaknesses related to key system
components to document the impact of a series of weaknesses.
Such documentation may be developed as the audit progresses,
allowing the auditor to demonstrate on the system that the
weaknesses in fact exist and can be exploited to achieve the
expected result. Also, such documentation can assist in
communicating the related risks to entity management. Figure 3 is
an example of a simplified network schematic annotated with
weaknesses related to key system components.
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Figure 3. Example of Network Schematic Describing System Weaknesses
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Further, the auditor should evaluate the potential impact of any
identified weaknesses on the completeness, accuracy, validity, and
confidentiality of application data relevant to the audit objectives.
(See Chapter 4 for a description of completeness, accuracy, validity,
and confidentiality.)

When IS controls audits are performed as part of a broader financial
or performance audit or attestation engagement, the auditor should
coordinate with the audit team to determine whether significant
controls are dependent on IT processing. In very rare
circumstances, the auditor may determine that IS controls, in the
aggregate, are ineffective, but that the entity has overall
compensating controls not dependent on IT processing or that other
factors mitigate or reduce the risks arising from IS control
weaknesses. For example, manual reviews of support for all
disbursements could mitigate certain IS risks related to a
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disbursement system. If compensating controls or other factors are
present, the auditor should document such controls or factors, test
them appropriately to determine whether they effectively mitigate
the identified IS control weaknesses, and draw conclusions about
the nature and extent of the risks that remain after considering such
controls or factors.

As noted earlier in the section entitled “Understand the Overall
Audit Objectives and Related Scope of the Information System
Controls Audit,” if achieving the audit objectives does not require an
overall conclusion on IS controls or only relates to certain
components of the entity or a subset of controls, the auditor’s
assessment would not necessarily identify all significant IS control
weaknesses. For example, a limited review of controls over a type of
operating system may not identify any significant weaknesses,
although there may be very significant weaknesses in other areas
that the auditor may not be aware of because of the limited scope of
the audit. Consequently, the auditor should evaluate the potential
limitations of the auditor’s work on the auditor’s report and the
needs and expectations of users. The auditor may determine that,
because the limitations are so significant, the auditor (1) will
communicate the limitations to the audited entity, those charged
with governance, and those requesting the audit and (2) clearly
report such limitations on the conclusions in the audit report. For
example, in reporting on an audit of an operating system, the auditor
may determine that it is appropriate to clearly report that the scope
of the assessment was limited to the operating system and that,
consequently, additional IS control weaknesses may exist that could
impact the effectiveness of IS controls related to the operating
system and to the entity as a whole.

The auditor should express the effect of identified IS control
weaknesses in terms of the audit objectives. The following sections
provide guidelines for assessing IS controls in financial and
performance audits. For financial audits and attestation
engagements, GAGAS states that auditors should report material
weaknesses and other significant deficiencies.
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2.3.1 Financial Audits and Attestation Engagements

The auditor should conclude whether IS control weaknesses,
individually or in the aggregate, constitute a significant deficiency or
material weakness in financial reporting. The auditor should
coordinate these procedures with the overall audit team. For
financial audits, GAGAS and OMB Circular A-123 state that a control
deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect
misstatements on a timely basis. A deficiency in design exists when
(a) a control necessary to achieve the control activity is missing or
(b) an existing control is not properly designed so that even if the
control operates as designed, the control activity is not always
achieved. A deficiency in operation exists when a properly designed
control does not operate as designed or when the person performing
the control does not possess the necessary authority or
qualifications to perform the control effectively. In addition, in
financial audits of federal entities, the auditor should evaluate the
effect of IS control weaknesses on FFMIA and FMFIA reporting.

GAGAS uses the following definitions and guidelines for classifying
internal control weaknesses for financial audits and attestation
engagements:

A significant deficiency is a deficiency in internal control, or
combination of deficiencies, that adversely affects the entity’s ability
to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles
(or in accordance with the applicable criteria or framework for
attestation engagements) such that there is more than a remote
likelihood* that a misstatement of the entity’s financial statements
(or misstatement of the subject matter for attestation engagements)

“The term “more than remote” used in the definitions for significant deficiency and
material weakness means “at least reasonably possible.” The following definitions apply:
(1) Remote—The chance of the future events occurring is slight. (2) Reasonably possible—
The chance of the future events or their occurrence is more than remote but less than
likely. (3) Probable—The future events are likely to occur.
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that is more than inconsequential® will not be prevented or
detected.

A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements
(or misstatement of the subject matter for attestation engagements)
will not be prevented or detected.

OMB Circular A-123 uses the same definition for significant
deficiency, but continues to refer to it as a reportable condition.

In determining whether IS control deficiencies, individually or in the
aggregate, constitute a significant deficiency or material weakness,
the auditor should evaluate several factors, including the following:

e The likelihood that an individual could obtain unauthorized
access to or perform unauthorized or inappropriate activities on
key entity systems or files that could affect information recorded
in the financial statements. This might include (1) the ability to
obtain root access to systems that house key financial systems
(including feeder systems), thereby enabling unauthorized users
to read, add, delete, modify, or exfiltrate financial data either
directly or through the introduction of unauthorized software;
(2) the ability to directly access and modify files containing
financial information; or (3) the ability to assign unauthorized
application user rights, thereby entering unauthorized
transactions.

e The nature of unauthorized access that could be obtained (e.g.,
limited to system or application programmers or system
administrators; all authorized system users; or anyone through

The phrase “more than inconsequential” as used in the definition of significant deficiency
describes the magnitude of potential misstatement that could occur as a result of a
significant deficiency and serves as a threshold for evaluating whether a control deficiency
or combination of control deficiencies is a significant deficiency. A misstatement is
“inconsequential” if a reasonable person would conclude, after considering the possibility
of further undetected misstatements, that the misstatement, either individually or when
aggregated with other misstatements, would clearly be immaterial to the financial
statements. If a reasonable person would not reach such a conclusion regarding a
particular misstatement, that misstatement is more than inconsequential.
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unauthorized external access through the Internet) or the nature
of unauthorized or inappropriate activity that could be
performed.

¢ The likelihood that financial statement amounts could be
materially affected.

e The likelihood that other controls including business process
application controls would prevent or detect such unauthorized
access. Generally, if the effectiveness of such other controls
depends on computer processed information, it is unlikely that
they could effectively prevent or detect such access; unless the
identified IS control weaknesses could not reasonably result in
the ability to compromise such other controls.

e The risk that management could override controls (such as
through excessive access rights).

Based upon these considerations, the auditor should determine
whether IS control deficiencies, individually or in the aggregate, are
a material weakness or significant deficiency. Also, the auditor
should evaluate whether significant deficiencies, in combination,
result in material weaknesses. If so, the auditor should determine
them to be material weaknesses in drawing conclusions as to the
effectiveness of internal control and reporting findings, as discussed
in FAM paragraphs 580.42-.48 and 580.51-.58. If the control
deficiencies constitute a material weakness, the auditor should
conclude that internal controls are not effective.

Financial auditors may take one of two different approaches to
reporting on internal control: (1) express an opinion on internal
control (see FAM paragraphs 580.38-.48) or (2) report weaknesses
found, categorized as material weaknesses or other significant
deficiencies, but do not give an opinion (see FAM paragraphs
580.49-.50). GAO auditors generally express an opinion on internal
control. In either case, the auditor considers whether internal
control is sufficient to meet the following control objectives insofar
as those objectives pertain to preventing or detecting
misstatements, losses, or noncompliance that would be material in
relation to the financial statements:

Page 124 2.3 Report Audit Results



¢ Reliability of financial reporting—transactions are properly
recorded, processed, and summarized to permit the preparation
of the financial statements and supplemental information in
accordance with Generally Accepted Accounting Principles
(GAAP), and assets are safeguarded against loss from
unauthorized acquisition, use, or disposition.

o Compliance with applicable laws and regulations—transactions
are executed in accordance with laws governing the use of
budget authority; other laws and regulations that could have a
direct and material effect on the financial statements or required
supplementary information (RSI); and any other laws,
regulations, and governmentwide policies identified by OMB in
its audit guidance.

The auditor may report weaknesses that do not meet the criteria for
significant deficiencies in a letter to management or orally to an
appropriate level of the entity. The auditor may include suggestions
for corrective action for these less significant weaknesses if enough
is understood about their cause. (More detailed information on how
and where to report control weaknesses for financial statement
audits is presented in sections 580.48 through 580.52 of the FAM.)

Note that SAS 115, issued in October 2008, which is incorporated
into GAGAS, revised the definitions of material weakness and
significant deficiency for financial audits. The SAS is effective for
audits of financial statements for periods ending on or after
December 15, 2009. The revised definitions are as follows:

e A material weakness is a deficiency, or combination of
deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a
timely basis.

e Asignificant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those
charged with governance.

Check the FISCAM website for any updates at
http://www.gao.gov/special.pubs/fiscam.html.

Page 125 2.3 Report Audit Results


http://www.gao.gov/special.pubs/fiscam.html�

2.3.2 Performance Audits

The auditor should draw conclusions on the effectiveness of IS
controls relevant to the audit objectives. Depending on the audit
objectives, the auditor’s report will vary. For example, the auditor’s
report may

e provide an overall conclusion (e.g., the entity’s IS controls are or
are not effective in achieving the IS control objectives relevant to
the audit) and communicate identified weaknesses;

¢ limit reporting to identified weaknesses without providing an
overall conclusion (e.g., “based on our work, we identified the
following IS control weaknesses”); or

¢ if in support of a broader performance audit, report findings in
the context of the audit objectives, such as how they relate to the
assessment of the reliability of computer-processed data.

GAGAS state that auditors should include in their audit reports the
scope of their work on internal control (which includes IS controls)
and any deficiencies in internal control that are significant within
the context of the audit objectives and based upon the audit work
performed. Determining whether and how to communicate to
officials of the audited entity internal control deficiencies that have
an inconsequential effect on the financial statement or subject
matter is a matter of professional judgment. Auditors should
document such communications. The auditor may report such
inconsequential weaknesses orally to officials of the entity or in a
separate written communication.

In determining the significance of the IS control weaknesses, the
auditor should evaluate several factors, including the following:

e The likelihood that an individual could obtain unauthorized
access to or perform unauthorized or inappropriate activities on
key entity systems or files that could affect key areas of audit
interest. This might include (1) the ability to obtain root access to
systems that house key areas of audit interest (including
supporting systems), thereby enabling an intruder to read, add,
delete, modify, or exfiltrate data either directly or through the
introduction of unauthorized software; (2) the ability to directly

Page 126 2.3 Report Audit Results



access and modify files related to key areas of audit interest; or
(3) the ability to assign unauthorized application user rights,
thereby enabling an intruder to enter unauthorized transactions
or perform unauthorized activities.

e The nature of unauthorized access that could be obtained (e.g.,
limited to system or application programmers or system
administrators; authorized system users; or anyone through
unauthorized external access through the Internet)

e The likelihood that the achievement of the audit objectives would
be significantly affected.

¢ The likelihood that other controls including business process
application controls would prevent or detect such unauthorized
access. Generally, if the effectiveness of such other controls
depends on computer processed information, it is unlikely that
they could effectively prevent or detect such access, unless the
identified IS control weaknesses could not reasonably result in
the ability to compromise such other controls.

e The risk that management could override controls (such as
through excessive access rights).

Under GAGAS (Section 8.03), the auditor must issue audit reports
communicating the results of each completed performance audit,
including GAGAS audits performed to meet FISMA requirements.
GAGAS also states that auditors should include in the audit report
(1) the scope of their work on internal control and (2) any
deficiencies in internal control that are significant within the
context of the audit objectives and based upon the work performed.
Such deficiencies would include any identified significant internal
control deficiencies.

2.3.3 Other Audit Reporting Considerations

It is important to report IS control weaknesses in terms that are
understandable to individuals who may have limited expertise
regarding information systems issues. In this regard, the auditor
generally should define technical terms and avoid jargon and
undefined abbreviations and acronyms.
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Auditors should develop the elements of the findings to the extent
necessary to achieve the audit objectives. The extent to which the
auditor should develop the elements for a finding (criteria,
condition, cause, and effect) depends on the audit objectives. If
auditors are able to sufficiently develop the findings, they should
provide recommendations for corrective action if they are
significant within the context of the audit objectives.

Criteria describe the required or desired state, or what is expected
from the program or operation. Condition is the actual situation.
Cause is the factor or factors responsible for the difference between
condition and criteria. Effect is the impact of the difference between
the condition and the criteria. This information helps senior
management understand the significance of the weakness and
develop appropriate corrective actions. For most types of IS control
weaknesses, this manual includes a discussion of risks and potential
negative effects that can be adapted for audit reports. GAO has
issued numerous reports that can be used as models for reporting
computer-related weaknesses. Current IS reports can be obtained
from GAO’s report database on GAO’s Web site
(http://www.gao.gov).

In many cases, auditors will have detailed information on control
weaknesses that is too technical to be meaningful to most senior
managers and other users of the audit report, but may be valuable to
the entity’s technical staff to aid in understanding the precise cause
of the weaknesses and in developing corrective actions. The
auditors generally should provide this information to the entity’s
technical staff in briefings. The auditor should provide information
to technical staff that is in substance the same as that reported to
senior management.

The auditor should effectively communicate the results of an IS
controls audit to the appropriate persons through appropriate
reports. This serves several purposes, including

¢ informing the audited entity and those charged with governance
of control weaknesses; issues of noncompliance with laws,
regulations, and provisions of contracts or grant agreements; and
instances of fraud, illegal acts, or abuse;
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e providing the audited entity with recommendations to correct
such control weaknesses;

¢ providing the financial or performance auditor an understanding
of the information systems control environment and the effects
of IT on the processing of transactions;

o complying with legal reporting requirements; and
o complying with auditing standards, including generally accepted
government auditing standards.

However, the auditor should avoid the disclosure of sensitive IS
data. An individual could potentially compromise a system from any
location in the world, as long as they have access to a computer and
a telephone line or Internet connection. Technical information
discussed in an audit report could potentially assist individuals by
reducing the time and effort to obtain unauthorized access and
compromise a system. Also, to avoid disclosure of sensitive
information, the auditor should provide draft IS reports to the entity
for a sensitivity review. The auditor should evaluate entity
sensitivity concerns and make appropriate report revisions,
considering legal or regulatory requirements, including the exercise
of information classification authority.

Generally, in the federal environment, either one report with limited
distribution or two reports, one of which has limited distribution,
are issued. Information systems security audit reports may or may
not be put on entity Web sites or released under FOIA, generally
depending on the degree or extensiveness of sensitive data. Even
though these reports may not be posted on entity Web sites, they are
still typically issued to entity management. Also, state laws and
regulations may affect the form of reporting. For further
information, see Information Systems Security Auditing: Legal
and Reporting Considerations.”

51Intergovemmentall Information Security Audit Forum (Sept. 11, 2003); see
www.nasact.org
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2.3.4 Related Reporting Responsibilities

In addition to reporting the results of the audit, the auditor may have
other related reporting responsibilities established by law,
regulation, or policy. The auditor should identify any other reporting
requirements and respond appropriately.

In financial audits of federal entities, the auditor should determine
whether the IS control weaknesses, individually or in the aggregate,
constitute a material weakness for FMFIA reporting or a lack of
substantial compliance of the entity’s systems with FFMIA. See FAM
260.53-57 for further information. Also, further information about
reporting IS control weaknesses in relation to a financial audit are
discussed in FAM 580 (Draft Reports).

OMB Circular A-123 provides requirements for complying with
FMFIA. The Circular requires management to assess controls and
provide an annual assurance statement on the overall adequacy and
effectiveness of internal control within the agency. In addition,
management is required to provide a separate assurance statement
on the effectiveness of internal control over financial reporting,
which includes safeguarding of assets and compliance with
applicable laws and regulations. Also, OMB audit guidance requires
management to include representations about internal control in its
management representation letter to the auditor.

FMFTIA requires agencies to evaluate and report on the adequacy of
the systems of internal accounting and administrative control. For
the overall assessment of internal control, OMB Circular A-123
defines a material weakness as a reportable condition which the
agency head determines to be significant enough to report outside
of the agency. It defines a reportable condition as a control
deficiency, or combination of control deficiencies, that in
management’s judgment, should be communicated because they
represent significant weaknesses in the design or operation of
internal control that could adversely affect the organization’s ability
to meet its internal control objectives. For the assessment of
internal control over financial reporting, Circular A-123 uses the
same definitions for material weakness and significant deficiency
described above for financial audits, except that OMB uses the term
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reportable condition rather than the term significant deficiency.
Also, FMFIA and OMB Circular A-123 require management to report
nonconformances with system requirements. The Circular defines
nonconformances as instances in which financial management
systems do not substantially conform to financial systems
requirements. Financial management systems include both financial
and financially-related (or mixed) systems.

The auditor should evaluate the material weaknesses reported
under FMFIA to determine whether they meet the definitions of
material weakness and reportable condition for reporting as part of
management’s assertion about the effectiveness of internal control.

In addition, the auditor should consider if there are any issues that
should be reported under OMB Circular A-127 “Financial Management
Systems”. This circular prescribes policies and standards for executive
departments and agencies to follow in developing, operating,
evaluating, and reporting on financial management systems.

FISMA requires federal agencies to report significant deficiencies in
information security as material weaknesses under FMFIA and, if
relating to financial management systems, as an instance of a lack of
substantial compliance of systems with FFMIA. The term
“significant deficiency” used in FISMA differs from the same term
used in GAGAS. OMB defines a FISMA significant deficiency as “a
weakness in an agency’s overall information systems security
program or management control structure, or within one or more
information systems that significantly restricts the capability of the
agency to carry out its mission or compromises the security of its
information, information systems, personnel, or other resources,
operations, or assets. In this context, the risk is great enough that
the agency head and outside agencies must be notified and
immediate or near-immediate corrective action must be taken.”

FFMIA requires agencies to implement and maintain financial
management systems that comply substantially with federal
financial management systems requirements, applicable federal
accounting standards, and the U.S. Government Standard General
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Ledger™ at the transaction level. FFMIA requires auditors to assess
whether an agency’s financial management systems substantially
comply with system requirements. IS control weaknesses are a
major concern for federal agencies and the general public and are
one of the frequently cited reasons for noncompliance with FFMIA.

2.3.5 Documentation of Reporting Phase

The auditor should document appropriate IS information developed
in the reporting phase, including:

e The auditor’s conclusion about the effectiveness of IS controls
(in relation to the IS controls audit objectives) in achieving the
control categories, critical elements, and the relevant control
activities and the basis for the conclusion, including the factors
that the auditor considered in making the determination;

o If part of a broader audit, the impact of any identified IS control
weaknesses on the overall audit objectives;

o Copies of any reports or written communications issued in
connection with the audit, including the draft the entity
commented on and entity management comments related to such
reports and communications;

o For financial audits and attestation engagements, the auditor’s
determination of whether identified weaknesses represent
material weaknesses or significant deficiencies, and the basis for
the auditor’s conclusions;

e Other documentation required by the audit organization’s
policies and procedures, including quality assurance processes;

o Results of procedures to detect any fraud significant to the audit
objectives and the impact on the audit;

¢ Results of audit follow-up procedures to determine whether
entity corrective actions have been implemented, to sufficiently
remediate previously reported IS control weaknesses; and

“The U.S. Government Standard General Ledger (SGL) provides a uniform chart of
accounts and pro forma transactions used to standardize federal agencies’ financial
information accumulation and processing throughout the year, enhance financial control,
and support budget and external reporting, including financial statement preparation.
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e As appropriate, the auditor’s considerations and determinations
concerning FMFIA, FFMIA, and other reporting responsibilities.

2.4 Documentation

The auditor should adequately document the IS controls audit.
GAGAS has general documentation requirements for financial and
performance audits and attestation engagements. In summary, they
are as follows:

Financial Audits - Auditors must prepare audit documentation in
connection with each engagement in sufficient detail to provide a
clear understanding of the work performed (including the nature,
timing, extent, and results of audit procedures performed), the audit
evidence obtained and its source, and the conclusions reached.
Auditors should prepare audit documentation that enables an
experienced auditor, having no previous connection to the audit, to
understand a. the nature, timing, and extent of auditing procedures
performed to comply with GAGAS and other applicable standards
and requirements; b. the results of the audit procedures performed
and the audit evidence obtained; c. the conclusions reached on
significant matters; and d. that the accounting records agree or
reconcile with the audited financial statements or other audited
information.

Attestation Engagements - Auditors must prepare attest
documentation in connection with each engagement in sufficient
detail to provide a clear understanding of the work performed
(including the nature, timing, extent, and results of attest
procedures performed); the evidence obtained and its source; and
the conclusions reached. Auditors should prepare attest
documentation in sufficient detail to enable an experienced auditor,
having no previous connection to the attestation engagement, to
understand from the documentation the nature, timing, extent, and
results of procedures performed and the evidence obtained and its
source and the conclusions reached, including evidence that
supports the auditors’ significant judgments and conclusions.
Auditors should prepare documentation that contains support for
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findings, conclusions, and recommendations before they issue their
report.

Auditors also should document the following for attestation
engagements performed under GAGAS: a. the objectives, scope, and
methodology of the attestation engagement; b. the work performed
to support significant judgments and conclusions, including
descriptions of transactions and records examined; c. evidence of
supervisory review, before the attest report is issued, of the work
performed that supports findings, conclusions, and
recommendations contained in the attest report; and d. the auditors’
consideration that the planned procedures are designed to achieve
objectives of the attestation engagement when (1) evidence
obtained is dependent on computerized information systems, (2)
such evidence is material to the objective of the engagement, and
(3) the auditors are not relying on the effectiveness of internal
control over those computerized systems that produced the
evidence. Auditors should document (1) the rationale for
determining the nature, timing, and extent of planned procedures;
(2) the kinds and competence of available evidence produced
outside a computerized information system, or plans for direct
testing of data produced from a computerized information system,;
and (3) the effect on the attestation engagement report if evidence
to be gathered does not afford a reasonable basis for achieving the
objectives of the engagement.

Performance Audits — Auditors must prepare audit documentation
related to planning, conducting, and reporting for each audit.
Auditors should prepare audit documentation in sufficient detail to
enable an experienced auditor, having no previous connection to the
audit, to understand from the audit documentation the nature,
timing, extent, and results of audit procedures performed, the audit
evidence obtained and its source and the conclusions reached,
including evidence that supports the auditors’ significant judgments
and conclusions. Auditors should prepare audit documentation that
contains support for findings, conclusions, and recommendations
before they issue their report. Auditors should document the
following: a. the objectives, scope, and methodology of the audit; b.
the work performed to support significant judgments and
conclusions, including descriptions of transactions and records
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examined; and c. evidence of supervisory review, before the audit
report is issued, of the work performed that supports findings,
conclusions, and recommendations contained in the audit report.

In addition to meeting these general requirements, the auditor
should include, in IS controls audit documentation, the specific
information discussed throughout this chapter, and summarized in
Appendix X.

2.5 Other Information System Controls Audit Considerations

In addition to the above, the auditor should apply the following
topics and techniques to the extent they are relevant to the entity,
the audit objectives, and the audit procedures.

e Additional IS risk factors
o Automated audit tools
e Sampling techniques

Also, guidance is provided to the auditor in the evaluation of IS
controls associated with service organizations, Single Audits, and
FISMA independent evaluations in Appendix VII, VIII, and IX,
respectively.

2.5.1 Additional IS Risk Factors

As part of the risk assessment, the auditor should also evaluate the
following additional IS risk factors to the extent that they are
relevant to the entity and the audit objectives. The auditor’s risk
assessment also includes other risk factors not listed here (e.g.,
Voice over Internet Protocol — VoIP)

2.5.1.A Defense-In-Depth Strategy

Defense-in-Depth is a commonly accepted “best practice” for
implementing computer security controls in today’s networked
environments. In some agencies, the auditor may encounter this
strategy as part of the agency’s security management program.
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Where an effective Defense-in-Depth strategy has been implemented
by the entity, the auditor’s assessment of IS risk would generally be
lower. Conversely, where this strategy is not used, the auditor’s
assessment of IS risk would generally be higher. The auditor’s IS
control testing generally provides evidence about the effectiveness
of a Defense-in-Depth strategy. See Chapter 3 (AC-1 and CM-5) for
additional information on Defense-in-Depth strategy.

According to the National Security Agency, Defense-in-Depth
integrates people, operations, and technology capabilities to protect
information systems across multiple layers and dimensions. For
example, successive layers of defense will cause an adversary who
penetrates or breaks down one barrier to promptly encounter
successive barriers until the attack ends. The strategy recommends
a balance between protection capabilities and cost, performance,
and operational considerations.

The people component of Defense-in-Depth begins with a senior-
level management commitment (normally at the chief information
officer level) that is based on a clear understanding of the perceived
threat. This component must be implemented with effective
information security policies and procedures, assignment of roles
and responsibilities, commitment of resources, training and
awareness programs (for both users and system administrators),
and personnel accountability, which includes the establishment of
physical and personnel security measures to control and monitor
access to facilities and critical elements of the information
technology environment.

The operations component focuses on all activities required to
sustain an entity’s security posture on a day-to-day basis. These
activities include

maintaining up-to-date system security policies,
¢ establishing certification and accreditation programs,

e managing information system security (for example, installing
patches and virus updates, maintaining access control lists),

o performing system security assessments (for example,
vulnerability assessments),
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2.5.1.B Web Applications

¢ auditing and monitoring system activity and responding to
threats, and

¢ implementing recovery and reconstitution procedures in the
event of a security breach.

The technology component includes defense in multiple places and
layered defense mechanisms that provide intrusion prevention,
detection, and response to security incidents. Since attackers may
target multiple points in an information system, an entity needs to
deploy protection mechanisms at multiple locations including the
protection of local and wide area communication networks (for
example, from denial of service attacks), protection for data
transmitted over the networks (for example, use of encryption and
traffic flow security measures), defense of enclave boundaries (for
example, deploy firewalls and intrusion detection systems), and
defense of the computing environment (for example, access control
on hosts and servers). Even the best security products have inherent
weaknesses, so it is only a matter of time before an attacker finds an
exploitable vulnerability. Therefore, it is important to deploy layered
defense mechanisms such as nested firewalls coupled with intrusion
detection at outer and inner network boundaries, between the
adversary and the target.

Web applications, which use a web browser as part of the
application, present significant additional IS risks because, if not
properly controlled, they can expose the application and the entity’s
systems to unauthorized access. In some instances, the risk related
to the application itself may be low because it is not critical or it
does not contain sensitive information. However, if not properly
controlled, it could be used to obtain unauthorized access to other
entity system resources. Therefore, due to the heightened risk, even
if a web application itself is not part of the scope of the audit, the
auditor should assess the effectiveness of web application security
and, as appropriate, general controls to determine whether the
information system controls over the application could allow
unauthorized access through the application to other system
resources.
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2.5.1.C ERP Systems

ERP systems present additional IS risks. While IS control objectives
contained in the FISCAM, if properly achieved, should address such
risks, it is important for the auditor to properly consider how the
control objectives are achieved in ERP systems. This section
provides some considerations in auditing ERP systems. The auditor
should supplement the FISCAM with audit considerations and
techniques that are specific to the particular ERP system(s) being
audited. Although ERP systems share some similar functionality, the
way they are implemented and the audit techniques (e.g., specific
system queries, analysis of superuser capabilities) applied will vary
with the particular vendor.

Factors affecting the overall risk related to ERP systems include the
following:

e ERP systems are highly integrated (e.g., common databases,
common security administration) and cover/include/address a
broad range of entity activities, which leads to increased risks
related to several control areas. For example, an ERP application
generally includes a broader cross-section of users in the entity,
increasing the need for access (particularly least privilege) and
segregation of duties controls. Also, because loss of an ERP
system/application can have devastating consequences to an
entity, the entity needs effective controls over (1) system
development/configuration management controls to provide
reasonable assurance that the system will operate as intended,
(2) service continuity/contingency planning to recover the more
comprehensive ERP systems, and (3) access and other general
controls to prevent unauthorized access to entity system
resources that could lead to denial of service. Further, general
controls over the ERP system and supporting databases and
operating systems are important to adequately protect access to
the underlying data and processing.

o Because ERP systems are on-line-real-time systems, data
validation controls are critical to reasonably assure that only
valid data is processed by the ERP systems. Controls in ERP
systems tend to be preventive rather than detective, as
subsequent detection and correction of errors may be costly or
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impossible. Also, fewer controls may be in place as the data is
generally entered and validated once.

e The network architectures for ERP systems are typically more
distributed, resulting in increased access controls and other risks
than for more centralized systems.

¢ Because security administration is generally centralized and
powerful access is provided to system administrators, access
controls over security administration and segregation of duties
controls are important. In addition, ERP systems have powerful
default user IDs that need to be adequately controlled.

e The broader number of users may also lead to an increase in
external access (wireless or other remote access), from both a
broader range of internal users as well as external users (e.g.,
vendors, customers), increasing the number of access points to
the entity’s systems.

o ERP systems typically have limited, if any, paper audit trails.
Consequently, controls over audit logs and other general controls
are important for the reliability of data in the ERP systems. Also,
auditing access to ERP systems is typically performed online.

¢ In many instances, interfaces are developed between the ERP
system and legacy applications. As a result, the adequacy of
interface controls and configuration management controls are
important to ensure that data from legacy systems is reliable,
valid, complete, and properly converted from the legacy
application into the ERP system.

o ERP systems may have a program change control module that
allows for direct changes to production code. Therefore, controls
related to segregation of development, test and production
facilities and functions may not be present. Consequently, IS
risks related to configuration management and monitoring are
increased, and the entity should secure and monitor such
modules.

ERP systems contain certain controls that are not changeable by the
entity. It is important to understand these controls and how they
may help to achieve the IS control objectives.

In addition, due to the increased risks discussed above, there are a
number of other controls that are of increased significance in ERP
systems, including controls relating to:
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2.5.1.D Interface Controls

2.5.1.E Data Management Systems

e user access to sensitive application capabilities (e.g., pages,
screens, transactions, menus, queries), including related
segregation of duties

o powerful user roles/profiles, including defaults

e default user IDs and default passwords

e default system configurations

e access to critical tables/databases

e access to log files

o the effectiveness of the settings of configurable controls
e sensitive reports/outputs

Interface controls are particularly important when applications rely
on input from legacy systems. Such legacy systems are sometimes
referred to as feeder systems. In certain instances, such legacy
applications may not have been designed to fully achieve the
objectives of the application they support. Consequently, the auditor
evaluates the adequacy of interface controls and of application
controls related to such legacy applications to provide reasonable
assurance that data from legacy systems is reliable, valid, complete,
and properly converted from the legacy applications into the
applications they support. In addition, the auditor should assess the
effectiveness of application controls over the legacy applications, if
the reliability of input is relevant to the audit objectives. Interface
controls are discussed further at section 4.3.

Operational characteristics of various system architectures that
include data management systems such as Database Management
Systems (DBMS) software introduce several potential vulnerabilities
to the data/application the DBMS directly supports and the general
controls environment, itself. The degree to which these potential
vulnerabilities increase risk is determined by the characteristics of
the networks and host system(s) involved. One area of risk exists
when the DBMS architecture involves multiple installations of the
DBMS, which may be located on more than one host system.
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System and/or application architectures that utilize multiple DBMS
installations are commonly used to support functionally or
geographically distributed operations, high performance
requirements, high availability requirements or some combination of
these factors. When multiple DBMSs exist, the mechanisms that
allow them to communicate with each other need to be
implemented and controlled to prevent unintended data and/or
system access. Additionally, modern DBMS software contains
powerful capabilities to access the host’s operating system and
other operating systems and other DBMSs across networks. The
ability to use these capabilities needs to be carefully controlled for
each DBMS installation. Finally, some administrator accounts in
DBMS software provide privileged levels of access to the host’s
operating system. So, users with system administration privileges in
DBMS software may also have significant privileges in host
operating systems and those systems and network devices
accessible from the DBMS’s host. Data management systems are
discussed further at section 4.4.

2.5.1.F Network-based Access Control Systems

Implementations of network-based access control systems (such as
LDAPSs, including the Microsoft Active Directory™) introduce the
potential for specific vulnerabilities. Network-based access control
systems are typically hosted on one or more server-class systems.
The appropriate configuration of the operating systems and all
factors that can effect the functioning of the operating systems for
these hosts needs to be carefully controlled. A flaw in operating
system-level controls on these hosts potentially jeopardizes the
reliability of the control functions provided by the network-based
access control system and/or the sensitive access control data
contained in that system. Network-based access control systems
are designed to support high performance and simplify network
administration and maintenance. To facilitate these design
considerations, the systems provide flexible methods to connect to
and transfer information with other systems. Due to these
characteristics, it is essential that effective controls be in place to
prevent unintended system functions or data access that could
compromise access controls. The nature of networks and
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2.5.1.G Workstations

application architectures that employ network-based access control
systems involves a shared or common reliance on them for critical
controls. Therefore, a compromise of a network-based access
control system has the potential of contributing to the compromise
of other systems.

In modern systems best described as networks of networks, the
effect of workstation controls can be much more significant than
control over the functions nominally identified as associated with a
specific workstation. Workstations can become critical components
of a network’s perimeter as a result of the manner in which they are
configured in the network, the types of sessions they can create
with other devices, the access privileges allowed to workstation
users, software running on those workstations, and controls over
both inbound and outbound network traffic to and from the
workstation. An understanding of the configuration of controls on
workstations and network-based controls over workstations in the
context of network perimeter controls is necessary to assess risk for
any network,

2.5.2 Automated Audit Tools

Various automated audit tools can be used to improve the
effectiveness and efficiency of the IS controls audit. Sometimes
referred to as CAATS, or computer-assisted audit techniques, such
tools may be used by the auditor to gather, or assist in gathering,
audit evidence. If the auditor plans to use automated audit tools, the
auditor should understand

e when they could be used,
e how they can be used, and
¢ the associated risks.

In addition, the auditor should be adequately trained in the
use/operation of these tools and in the interpretation of the results.
Because some tools generate a significant volume of information,
the auditor should understand how to analyze such information.
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Also, the auditor should obtain reasonable assurance that the tools
and their use/application produce reliable results and present a
reasonably low risk of disrupting the entity’s systems. Organizations
should develop a process to select, evaluate, and revise software
security tools. The following are some typical steps:

Research available security tools, listing several in each category.

Discuss with other members of your audit organization which
tools could be most useful in-house and at sites to be audited.
Discuss with other audit organizations as appropriate.

Determine the degree of platform-specific security software
needed.

Determine a methodology to evaluate and select software.
Develop a procedure to train personnel in its use.

Develop a review process to determine whether the software tool
has produced results commensurate with its cost.

There are many different types of automated audit tools:

Commercial software, such as Microsoft Excel™, etc., may be
used by the auditor for analyzing data imported from client files,
writing audit programs, etc.

Generalized audit software may be used by the auditor to query
and extract information from the entity’s information system. For
example, data extraction tools and reporting facilities for access
control software can identify users with excess privileges that
circumvent segregation of duties. IDEA is the generalized
software package available to GAO auditors.

An embedded audit module is a CAAT in which code prepared by
the auditor is embedded in the client’s software to replicate a
specific aspect of a control procedure, or to record details of
certain transactions in a file accessible only to the auditor.

An integrated test facility is testing software that is integrated
into the client’s software and enables the auditor’s test data to be
integrated and processed with the client’s live input. Using an
integrated test facility allows the auditor to be satisfied that test
data are processed in the same way that live data are processed
and to verify that the results are correct. Parallel simulation is a
technique in which actual client data are processed by a copy of
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the client’s software that is under separate control of the auditor
and has undergone program code analysis to ensure that the
processing is identical to that of the client’s operational software.

e Program code analysis is the analysis of the client’s program
code to ensure that the instructions given to the computer are the
same instructions that the auditor has previously identified when
reviewing the systems documentation. Control over program
code, including review, testing and implementation into
production is often supported by special purpose software.
Auditors may evaluate the effectiveness of the controls
implemented through the use of automated configuration
management tools. Additionally, auditors may utilize a client’s
tools to independently verify that version control is effective.

o Atest data CAAT is a technique in which test data prepared by
the auditor are processed on the current production version of
the client’s software, but separately from the client’s normal
input data. Using the current production software provides
evidence that the transactions were processed in the manner
expected.

e Specialized audit software is software designed to perform
specific tasks in specific circumstances, such as comparison of
source and object code, the analysis of unexecuted code, and the
generation of test data.

e Other specialized tools can be used to test IS controls. For
example:

o Password crackers can identify the use of vendor-default or
easily guessed passwords.

o Network “sniffers” (software that can intercept and log traffic
passing over a network) can identify the transmission of
passwords or sensitive information in clear text.

e Network scanners, along with standard operating system
commands, can help identify an organization’s network
security profile and determine whether dangerous services are
active in components.

e Modem locators (“war dialing” software) can help identify
unsecured dial-in modems.

e “War driving” software used to detect unauthorized wireless
access points.
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CAATSs can also be used in testing the effectiveness of controls, as a
companion to other controls testing. This would typically involve
making a small selection of transactions and walking them through
the system, or developing an integrated test facility and processing
test transactions through the system. The advantage of using CAATs
in controls testing is that it is possible to test every transaction
(either in a master file or transaction file), to determine whether
there were any control failures.

Any analysis performed using CAATS should be adequately
documented. In addition, a technical review should be performed by
audit staff independent of the preparer to determine that the
implementation of CAATS and the analysis of results is complete
and accurate and that any conclusions are supported by the
analysis.

2.5.3 Use of Sampling Techniques

Suggested audit procedures may include a selection of specific
items (e.g., access forms). In addition, the auditor may need to
determine, among multiple instances of a type of network
component, which specific components to test. For example, the
entity may have many internet access points or multiple instances of
a data base. The auditor should exercise judgment in determining
the number of items to select and the method used to select them.
Generally, such judgment would include consideration of the related
IS risk, the significance or criticality of the specific items in
achieving the related control objectives, the location of the network
component in relation to the key areas of audit interest, and the
extent of consistency in the configuration of the components.

Controls that leave documented evidence of their existence and
application (such as logs) may be tested by inspecting such
evidence. If sufficient evidence cannot be obtained through
walkthroughs in combination with observation, inquiry, and other
non-sampling tests, the auditor generally should obtain more
evidence by using sampling procedures to select individual items for
inspection. The auditor may use multipurpose testing to use the
same sample to test controls, compliance, and/or substantive results
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(such as balances in financial statements). Multipurpose testing is
usually more efficient than separately designed samples.
Alternatively, the auditor may design a sample to test controls alone.
In this case, the auditor generally should use random attribute
sampling. FAM section 450 (Sampling Control Tests) provides
additional information on the use of this sampling technique,
including those that can be applied to performance audits.
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Chapter 3. Evaluating and Testing General

Controls

3.0 Introduction

General controls are the policies and procedures that apply to all or
a large segment of an entity’s information systems and help ensure
their proper operation. Examples of primary objectives for general
controls are to safeguard data, protect application programs, and
ensure continued computer operations in case of unexpected
interruptions. General controls are applied at the entitywide,
system, and business process application levels. The effectiveness
of general controls at the entitywide and system levels is a
significant factor in determining the effectiveness of business
process controls at the application level. Without effective general
controls at the entitywide and system levels, business process
controls generally can be rendered ineffective by circumvention or
modification. For example, edits” designed to preclude users from
entering unreasonably large dollar amounts in a payment processing
system can be an effective application control. However, this
control cannot be relied on if the general controls permit
unauthorized program modifications that might allow some
payments to be exempt from the edit. Consequently, the auditor may
decide that it is efficient to evaluate the effectiveness of general
controls separately from and before evaluating business process
controls.

In planning the evaluation of IS controls, the auditor identifies areas
of audit interest and critical control points. In identifying these
areas, the auditor considers business process applications that are
relevant to the audit objectives. Also, the auditor considers the
network components that are most significant to the effectiveness
of IS controls over the areas of audit interest. In planning the

53Editing in this context is inspecting a data field or element to verify the accuracy of its
content.
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evaluation of general controls, the auditor considers the most
effective and efficient manner to gather evidence to determine the
effectiveness of general controls over these critical control points.
For example, if a business process application for benefit payments
is a key area of audit interest, the auditor’s testing of general
controls is designed, to the extent possible, to focus on those
general controls that most directly affect the application.

The evaluation of general controls includes the following five
general control categories:

¢ security management, which provides a framework and
continuing cycle of activity for managing risk, developing
security policies, assigning responsibilities, and monitoring the
adequacy of the entity’s computer-related controls;

e access controls, which limit or detect access to computer
resources (data, programs, equipment, and facilities), thereby
protecting them against unauthorized modification, loss, and
disclosure;

¢ configuration management, which prevents unauthorized
changes to information system resources (for example, software
programs and hardware configurations) and provides reasonable
assurance that systems are configured and operating securely
and as intended;

e segregation of duties, which includes policies, procedures, and
an organizational structure to manage who can control key
aspects of computer-related operations; and

e contingency planning, so that when unexpected events occur,
critical operations continue without disruption or are promptly
resumed, and critical and sensitive data are protected.

For each of these five general control categories, this manual
identifies several critical elements that are essential for establishing
adequate controls over the related control category. For each
critical element, the FISCAM provides a description of risks, control
activities, and suggested audit procedures. The auditor can use this
information to evaluate entity practices. For each critical element,
the auditor should make a summary determination as to the
effectiveness of the entity’s related controls at the entitywide,
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system, and application levels. If a critical element is not achieved,
the respective control category is not likely to be achieved. The
auditor should use professional judgment in making such
determinations.

To evaluate the effectiveness of general controls, the auditor
identifies control techniques implemented by the entity to achieve
each of the control activities for general controls and determine
whether these control techniques, as designed, are sufficient to
achieve the control activities. If sufficient, the auditor determines
whether they are implemented (placed in operation) and operating
effectively. As discussed later in this section, if the control
techniques are not sufficient or are not implemented as designed,
the auditor should determine the effect on IS controls and the audit
objectives.

As discussed in more detail in Chapter 2, general controls are
applicable at the entitywide, system, and application levels, and so
the auditor should consider general controls at each of these levels.
The control techniques and the related audit tests vary according to
the level to which they are being applied. However, in this manual
they are described at a high level in order to be applicable to many
computer environments; they may require some technical expertise
about the subject to be effectively performed at an entity. More
detailed audit steps generally should be developed by the auditor
based on the specific software and control techniques employed by
the entity. Table 2 shows the relationship between the general
control areas and the levels.

Page 149 3.0 Introduction



|
Table 2. General Control Categories Applicable at Different Levels of Audit

Control Entitywide/ System Level Business
Categories Component Network Operating Infrastructure Process
Level Systems Applications Application
Level
Security
Management —
Access Controls
—
General
Controls
Configuration
Management —
Segregation of
Duties —
Contingency
Planning e

Source: GAO.

The auditor’s evaluation of the effectiveness of IS controls should
include system level controls related to each critical control point.
Assessing the effectiveness of controls over critical control points
should include consideration of all potential ways in which the
critical control point could be accessed. Generally, for each critical
control point, this would include assessing controls related to the
network, operating system, and infrastructure application
components. For example, if a particular router was deemed to be a
critical control point, the auditor would test controls related to the
router itself (a network component), as well as its operating system,
and the infrastructure applications used to manage the router.
Access to any of these could lead to access to the control point.

To facilitate the auditor’s evaluation, tables identifying commonly
used control techniques and related audit procedures are included
after the discussion of each critical element and also in Appendix II.
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These tables can be used for both the preliminary evaluation and the
more detailed evaluation and testing of controls. For the preliminary
evaluation, the auditor can use the tables to guide and document
initial inquiries and observations; for the more detailed evaluation
and testing, the auditor can use the suggested procedures in
developing and carrying out a testing plan. Such a plan would
include more extensive inquiries; inspections of facilities, systems,
and written procedures; and tests of key control techniques, which
may include using audit or system software and vulnerability
analysis tools. To help document these evaluations and allow steps
to be tailored to individual audits, electronic versions of the tables
are available on our FISCAM website at
http://www.gao.gov/special.pubs/fiscam.html.

When evaluating general controls, auditors may want to supplement
the control techniques and audit procedures contained in this
document with other guidance, including

o National Institute of Standards and Technology (NIST)
information security standards and guidelines;

e Applicable OMB policy and guidance;

e international security standards published by the International
Organization for Standardization and the International
Electrotechnical Commission;

¢ Information Systems Audit and Control Association (ISACA)
auditing standards, guidelines, and procedures; and

e Trequirements unique to the environment and entity being audited.

3.1. Security Management (SM)

An entitywide information security management program is the
foundation of a security control structure and a reflection of senior
management’s commitment to addressing security risks. The
security management program should establish a framework and
continuous cycle of activity for assessing risk, developing and
implementing effective security procedures, and monitoring the
effectiveness of these procedures. Overall policies and plans are
developed at the entitywide level. System and application-specific

Page 151 3.1. Security Management (SM)


http://www.gao.gov/special.pubs/fiscam.html�

procedures and controls implement the entitywide policy. Without a
well-designed program, security controls may be inadequate;
responsibilities may be unclear, misunderstood, or improperly
implemented; and controls may be inconsistently applied. Such
conditions may lead to insufficient protection of sensitive or critical
resources and disproportionately high expenditures for controls
over low-risk resources. Through FISMA, Congress requires each
federal agency to establish an agencywide information security
program to provide security to the information and information
systems that support the operations and assets of the agency,
including those managed by a contractor or other agency.

Security Program Guidance

General guidance on planning and managing an information security
program is contained in (1) NIST SP 800-12,* which provides
guidance on security-related management, operational, and
technical controls and (2) our executive guide describing risk
management principles found at leading organizations (discussed in
the next section).” NIST has published a series of information
security standards and guidelines for agencies to effectively manage
risk to entity operations and entity assets. Key publications are:

e FIPS Publication 200, Minimum Security Requirements for
Federal Information and Information Systems

e FIPS Publication 199, Standards for Security Categorization of
Federal Information and Information Systems

o NIST SP 800-53, Recommended Security Controls for Federal
Information Systems™.

54NIST, An Introduction to Computer Security: The NIST Handbook, Special Publication
(SP) 800-12, October 1995.

»GAO, Executive Guide: Information security Management, Learning from Leading
Organizations, GAO/AIMD-98-68 (Washington, D.C.: May 1998).

NIST has stated that it plans to update SP 800-53 annually.
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FIPS Publication 200 provides

1. a specification for minimum security requirements for federal
information and information systems;

2. astandardized approach to security control selection using the
security categorization standard, FIPS Publication 199; and

3. links to NIST SP 800-53, containing the security controls needed
for compliance with these minimum security requirements.

In applying the provisions of FIPS 200, agencies first categorize their
systems as required by FIPS 199 (see Table 5), and then typically
select an appropriate set of security controls from NIST SP 800-53 to
satisfy their minimum security requirements. NIST reviews and
updates the controls in NIST SP 800-53 annually to ensure that the
controls represent the current state of practice in safeguards and
countermeasures for information systems.

FIPS 200 and its supporting publication NIST SP 800-53 establish
conditions to enable organizations to be flexible in tailoring their
security control baselines. Agencies, may, for example, apply
scoping guidance taking into consideration the issues related to
such things as the technologies employed by the entity, size and
complexity of the systems, unique circumstances, and risks
involved. Agencies may use compensating controls in lieu of those
controls prescribed by NIST SP 800-53. Agencies may also
supplement the controls in NIST SP 800-563 with additional controls
that may be needed.

In addition, NIST SP 800-100 provides a broad overview of
information security program elements, including capital planning
and investment control, performance measures, and security
services, to assist managers in understanding how to establish and
implement an information security program. This handbook
summarizes and augments a number of existing NIST standards and
guidance documents and provides additional information on related
topics.
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Other guidance supporting implementation of FIPS 199 and FIPS
200 include:

e NIST SP 800-18, Guide for Developing Security Plans for Federal
Information Systems

e NIST SP 800-30, Risk Management Guide for Information
Technology Systems

e NIST SP 800-37, Guide for the Security Certification and
Accreditation of Federal Information Systems

o NIST SP 800-60, Guide for Mapping Types of Information and
Information Systems to Security Categories

These and other publications, directives, and policies that support
are available from NIST’s website (http://csrc.nist.gov).

Security Management Critical Elements

Assessing an entitywide security management program involves
evaluating the entity’s efforts to perform each of the critical
elements shown in table 3.

_______________________________________________________________________________________|]
Table 3. Critical Elements for Security Management

Number Description

SM-1 Establish a security management program

SM-2 Periodically assess and validate risks

SM-3 Document and implement security control policies and procedures

SM-4 Implement effective security awareness and other security-related personnel
policies

SM-5 Monitor the effectiveness of the security program

SM-6 Effectively remediate information security weaknesses

SM-7 Ensure that activities performed by external third parties are adequately
secure

Source: GAO.

The following sections discuss each of these critical elements and
the control activities that support their achievement. At the end of
each critical element, a summary table is presented that associates
each control activity with techniques that agencies can use to
perform the activity, as well as procedures for auditing the critical
elements and control activities.
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Critical Element SM-1: Establish a Security Management Program

Entities should have policies, plans, and procedures that clearly
describe the entity’s security management program. FISMA requires
federal agencies to develop, document, and implement an
agencywide information security program to provide security for the
information and information systems that support the operations
and assets of the agency, including those provided or managed by
another agency, contractor, or other source. The security
management program should cover all major systems and facilities
and outline the duties of those who are responsible for overseeing
security and those who own, use, or rely on the entity’s computer
resources. As part of this entitywide program, the entity should have
a security management structure in place at the system and
application levels. Thus, in managing a particular operating system
or network device, the entity should have a clearly assigned
structure and responsibilities for the security of the operating
system and device. Similarly, the entity should have a clearly
assigned structure and responsibilities related to particular business
process applications. The security program policies, plans, and
procedures should be kept up-to-date and revised to reflect system
and organizational changes, problems identified during plan
implementation, and security control assessments or audit reports.

SM-1.1. The security management program is adequately documented, approved, and up-to-date

The entity’s security management program should be adequately
documented. The nature and extent of the documentation of the
program may vary. For federal entities, at a minimum, the program
should adequately reflect the agency’s consideration of the
following eight elements of an agencywide information security
program required by FISMA.

1. periodic risk assessments;

2. policies and procedures to ensure cost-effective risk reduction
and compliance with applicable standards and guidance and
with agency-determined system configuration requirements;

3. subordinate information security plans for networks, facilities,
and systems;
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4. security awareness training for agency employees and
contractors;

5. periodic management testing and evaluation that includes testing
of all major systems;

6. aremedial action process to address any deficiencies;

7. security-incident procedures for detecting, reporting, and
responding to incidents; and

8. continuity of operations plans and procedures for information
systems.

While most of these elements are covered in this section, security
incident procedures are covered in section 3.2 on access controls,
and continuity of operations is covered in section 3.5 on
contingency planning.

The security management program may be documented in the form
of a separate written security management program plan or may
consist of several documents that collectively constitute the security
management program. The documentation should be supported by
subordinate (system and application level) plans and procedures;
related policies should cover all major systems and facilities and
outline the duties of those responsible for overseeing security (the
security management function), as well as those who own, use, or
rely on the entity’s computer resources. An entitywide plan may
describe such things as the overall security architecture, applicable
procedures, and applicable system and application-level plans. The
system-level plans identify the system-level architecture (for
example, network configuration, control points, etc.), operational
policies and procedures, and any business process (application-
level) plans. Similarly, application-level plans should contain
structures, procedures, and controls specific to the application.

The security management program should be approved by an
appropriate level of management. In some instances, the entity may
include the documentation in a policy document issued by
management. In addition, for federal agencies, FISMA requires that

Page 156 3.1. Security Management (SM)



the Director of OMB review federal agency security management
programs at least annually and approve or disapprove them.

Finally, to be effective, the security program documentation should
be maintained to reflect current conditions. It should be periodically
reviewed and, if appropriate, updated and reissued to reflect
changes in risk due to factors such as changes in entity mission or
the types and configuration of computer resources in use. Revisions
to policies and plans should be reviewed, approved, and
communicated to all employees. Outdated policies and plans not
only reflect a lack of adequate top management concern, but also
may be ineffective because they may not address current risks.

SM-1.2. A security management structure has been established

Senior management should establish a structure to implement the
security management program throughout the entity. The structure
generally consists of a core of personnel who are designated as
security managers. These personnel play a key role in developing,
communicating, and monitoring compliance with security polices
and reporting on these activities to senior management. The security
management function also serves as a focal point for other
personnel who play a role in evaluating the appropriateness and
effectiveness of computer-related controls on a day-to-day basis.
These personnel include program managers who rely on the entity’s
computer systems, system administrators, and system users.

As an illustration of the different responsibilities of a security
management structure, FISMA establishes responsibilities for
certain agency officials as follows:

e The agency head is responsible for (1) providing risk-based
information security, (2) complying with FISMA requirements
and related NIST standards, (3) ensuring integration of
information security management with agency strategic and
operational planning, (4) ensuring adequacy of trained
information security personnel, and (5) ensuring receipt of
annual reporting from the CIO.

e The CIO is to have authority from the agency head to ensure
compliance with FISMA, including responsibility for
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(1) designating a senior agency information security official,
(2) developing and maintaining the agency information security
program and related policies and procedures, (3) training and
overseeing information security personnel, and (4) assisting
senior agency officials with their information security
responsibilities.

e Senior agency officials are responsible for information security
for operations and assets under their control, including
(1) assessing risk, (2) determining levels of appropriate security,
(3) implementing policies and procedures to cost-effectively
reduce risks to an acceptable level, and (4) periodically testing
and evaluating security controls.

Our survey of leading organizations™ found that a central
management focal point is key to ensuring that the various activities
associated with managing risk are carried out. Such responsibility is
assigned to a central security program office. A central security
program office may be supplemented by individual security program
managers, designated in units within the entity who assist in the
implementation and management of the organization’s security
program. These individual unit security managers should report to
or coordinate with the central security program office.

Responsibilities of the central security program office may include

o facilitating risk assessments,

¢ coordinating development and distribution of security policies
and procedures,

¢ routinely monitoring compliance with these policies,
e promoting security awareness among system users,

¢ planning and coordinating security-related activities, including
coordination of geographically dispersed security groups,

¢ ensuring that desktop security plans are integrated with
infrastructure and database security plans,

Executive Guide: Information Security Management, Learning from Leading
Organizations (GAO/AIMD-98-68, May 1998).
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¢ providing reports to senior management on policy and control
evaluation results and advice to senior management on security
policy issues, and

e representing the entity in the security community.

In assessing the effectiveness of the security management structure
for an entitywide, system, or application level, the auditor considers
the security function’s scope of authority, placement, training and
experience, and tools. For example, security management personnel
should

o have sufficient authority to obtain data needed to monitor
compliance with policies, report results to senior management,
and elevate concerns regarding inappropriate risk management
decisions or practices;

« have sufficient resources to carry out their responsibilities,
including staff and tools (for example, computers, established
audit trails, and specialized security software);

e report to a level of management that maximizes the
independence and objectivity of the security function;

¢ not be assigned responsibilities that diminish their objectivity
and independence; and

¢ have sufficient training and knowledge of control concepts,
computer hardware, software, telecommunications concepts,
physical and logical security, data architecture, database
management and data access methods, pertinent legislation, and
administration and organizational issues.

SM-1.3. Information security responsibilities are clearly assigned

Security-related responsibilities of offices and individuals
throughout the entity that should be clearly defined include those of
(1) information resource owners and users, (2) information
resources management and data processing personnel, (3) senior
management, and (4) security administrators. Further,
responsibilities for individual employee accountability regarding the
use and disclosure of information resources should be established.
Appendix III of OMB Circular A-130 requires that the rules of the
system and application “shall clearly delineate responsibilities and
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expected behavior of all individuals with access ... and shall be
clear about the consequences of behavior not consistent with the
rules.”

Senior management and information resource management have
ultimate responsibility for providing direction and ensuring that
information security responsibilities are clearly assigned and carried
out as intended. Security plans should clearly establish who “owns”
the various computer resources, particularly data files, and what the
responsibilities of ownership are. Ownership of computer resources
should be assigned to persons responsible for their reliability and
integrity. For example, owners of data files and application
programs are generally the managers of the programs supported by
these applications. These managers are primarily responsible for the
proper operation of the program and for accurate reporting of
related computer data. Similarly, owners of computer facilities and
equipment are generally managers who are responsible for the
physical protection of these resources. If a resource has multiple
owners, policies should clearly describe whether and how
ownership responsibilities are to be shared.

Assignment of ownership responsibilities is important because the
managers who own the resources are in the best position to

(1) determine the sensitivity of the resources, (2) analyze the duties
and responsibilities of users, and (3) determine the specific access
needs of these users. Once these factors are determined, the
resource owner can identify persons authorized to access the
resource and the extent of such access. The owners should
communicate these authorizations to the security administrators,
who are then responsible for implementing access controls in
accordance with the owners’ authorizations. Section 3.2, Access
Controls, further discusses access authorization.

If management and ownership responsibilities are not clearly
assigned, access authorizations may be left to personnel who are not
in the best position to determine users’ access needs. Such
personnel are likely to authorize overly broad access in an attempt
to ensure that all users can access the resources they need. This
defeats the purpose of access controls and, depending on the
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sensitivity of the resources involved, can unnecessarily provide
opportunities for fraud, sabotage, and inappropriate disclosures.

SM-1.4. Subordinate security plans are documented, approved, and kept up-to-date

Entities should have written security plans at the system and
application levels that cover networks, facilities, and systems or
groups of systems, as appropriate. The plans and related policies
should cover all major systems and facilities and outline the duties
of those who are responsible for overseeing security and those who
own, use, or rely on the entity’s computer resources. In addition,
these system-level plans should provide an overview of the security
requirements for the system and a description of the security
controls in place or planned for meeting those requirements. These
plans should be kept up-to-date and revised to reflect system and
organizational changes, problems identified during plan
implementation, and security control assessments or audit reports.
NIST SP 800-18 requires that all security plans should be reviewed
and updated, if appropriate, at least annually. Further, NIST SP 800-
18 and Appendix III of OMB Circular A-130 provide specific
guidance on what should be included in federal entity system
security plans.

FISMA states that “each agency shall develop, document, and
implement...subordinate plans for providing adequate information
security for networks, facilities, and systems or groups of
information systems, as appropriate.” System-level plans should
identify the system-level architecture (for example, network
configuration, control points, etc.), operational policies and
procedures, and any application-level plans. Application plans
should contain similar elements such as procedures and controls
specific to the application.

System security plans should be clearly documented and, according
to Appendix III of OMB Circular A-130, cover each general support
system and each major application. The circular further specifies
the topics to include in the plans. Topic names will differ depending
on whether the plan is for a general support system or a major
application, but the subject matter will be similar. The required
topics are shown in table 4.
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Table 4. Security Controls to Include in System Security Plans

General support system Major application
rules of the system® application rules®
training specialized training
personnel controls personnel security
incident-response capability NA

continuity of support contingency planning
technical security technical controls
system interconnection information sharing
NA public access controls

Source: Appendix Il of OMB Circular A-130.

*These include rules delineating responsibilities and expected behaviors of staff.
Note: In this manual, access controls are addressed in section 3.2 and contingency planning in
section 3.5.

To help ensure that the system security plan is complete and
supported by the entity as a whole, senior management should
obtain agreement from all affected parties to establish policies for a
security program. Such agreements will also help ensure that
policies and procedures for security developed at lower levels
within the agency are consistent with overall organizational policies
and procedures. In accordance with Appendix III of OMB Circular
A-130, final responsibility for authorization of a system to process
information should be granted by a management official. Generally,
the manager whose program operations and assets are at risk is the
most appropriate management official. However, any disagreements
between program managers and security specialists as to the
adequacy of policies and controls should be resolved by senior
management.

Like the overall security policies and plans, the subordinate security
policies and plans should be maintained to reflect current
conditions. As described in SM-1.1, they should be periodically
reviewed and updated to reflect changes in risk and revisions should
be reviewed, approved, and communicated to employees. Outdated
policies and plans may be ineffective because they may not address
current risks.

SM-1.5. An inventory of systems is developed, documented, and kept up-to-date

To implement an effective security program, entities need to
maintain a complete, accurate, and up-to-date inventory of their
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systems. Without one, the entity cannot effectively manage IS
controls across the entity. For example, effective configuration
management requires the entity to know what systems they have
and whether the systems are configured as intended. Furthermore,
the inventory is necessary for effective monitoring, testing, and
evaluation of IS controls, and to support information technology
planning, budgeting, acquisition, and management.

FISMA requires that each agency develop, maintain, and annually
update an inventory of major information systems operated by the
agency or under its control. OMB Circular A-130 defines a major
information system as a system that requires special management
attention because of its importance to an agency mission; its high
development, operating, or maintenance costs; or its significant role
in the administration of agency programs, finances, property, or
other resources. The inventory must include identification of the
interfaces between the agency systems and all other systems or
networks, including interfaces not controlled by the agency. The
inventory is needed to effectively track the agency systems for
annual testing and evaluation and contingency planning.

Control Techniques and Suggested Audit Procedures for Critical Element SM-1

Table 5 presents control activities for critical element SM-1,
techniques that entities may use to perform the activity and
procedures for auditing the critical element and control activities.

SM-1 Related NIST SP 800-53 Controls

See the first control for each family (e.g., AC-1, AT-1)
PL-2 System Security Plan

PL-3 System Security Plan Update

PL-6 Security-Related Activity Planning

SA-2 Allocation of Resources
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Table 5. Control Techniques and Suggested Audit Procedures for Critical Element SM-1: Establish a security management

program

Control activities

Control techniques

Audit procedures

SM-1.1. The security
management program is
adequately documented,
approved, and up-to-date.

SM-1.1.1. An agency/entitywide security management
program has been developed, documented, and
implemented that
« covers all major facilities and operations,
« has been approved by senior management and key
affected parties, and
« covers the key elements of a security management
program:
» periodic risk assessments,
« adequate policies and procedures,
« appropriate subordinate information security
plans,
» security awareness training,
» management testing and evaluation,
« aremedial action process,
« security-incident procedures, and
« continuity of operations.

Review documentation supporting the
agency/entitywide security management
program and discuss with key information
security management and staff.

Determine whether the program

« adequately covers the key elements of a
security management program

» is adequately documented, and

« is properly approved.

Determine whether all key elements of the
program are implemented. Consider audit

evidence obtained during the course of the
audit.

SM-1.1.2. The agency/entitywide security management
program is updated to reflect current conditions.

Based on a review of security management
program documentation and interviews with
key information security management and
staff, determine whether the entity has
adequate policies and procedures to identify
significant changes in its IT environment that
would necessitate an update to the program,
and whether the program is periodically
updated to reflect any changes.

SM-1.2. A security management
structure has been established.

SM-1.2.1. Senior management establishes a security
management structure for entitywide, system, and
application levels that have adequate independence,
authority, expertise, and resources.

Review security policies and plans, the
entity’s organization chart, and budget
documentation. Interview security
management staff. Evaluate the security
structure: independence, authority, expertise,
and allocation of resources required to
adequately protect the information systems.

SM-1.2.2. An information systems security manager
has been appointed at an agency/entity level and at
appropriate subordinate (i.e., system and application)
levels and given appropriate authority.

Review pertinent organization charts and job
descriptions.

Interview the overall security manager and
subordinate security managers responsible
for specific systems and applications.

SM-1.3. Information security
responsibilities are clearly
assigned.

SM-1.3.1. The security program documentation clearly
identifies owners of computer-related resources and
those responsible for managing access to computer
resources. Security responsibilities and expected
behaviors are clearly defined at the entitywide, system,
and application levels for (1) information resource
owners and users, (2) information technology
management and staff, (3) senior management, and
(4) security administrators.

Review security program documentation
detailing security responsibilities and rules of
behavior for security officials, resource
owners, and users at the entitywide, system,
and application levels.
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Control activities

Control techniques

Audit procedures

SM-1.4. Subordinate security
plans are documented, approved,
and kept up-to-date.

SM-1.4.1. System and application security plans have
been documented and implemented that

e cover all major facilities and operations,

¢ have been approved by key affected parties,

e cover appropriate topics (for federal agencies, those
prescribed by OMB Circular A-130; see table 4).

Review agency/entity policies and
procedures for preparing security plans.

Review the system and application security
plans encompassing key areas of audit
interest and critical control points.

Determine whether the plans adequately
cover appropriate topics (for federal
agencies, refer to NIST SP 800-18 for
guidance on security plans) and are properly
approved.

When conducting the audit, determine
whether the plans have been implemented
and accurately reflect the conditions noted.

Determine whether security plans collectively
cover all major facilities and operations.

SM-1.4.2. The subordinate security plans are updated
annually or whenever there are significant changes to
the agency/entity policies, organization, IT systems,
facilities, applications, weaknesses identified, or other
conditions that may affect security.

Review relevant security plans and any
related documentation indicating whether
they have been reviewed and updated and
are current.

SM-1.5. An inventory of systems
is developed, documented, and
kept up-to-date.

SM-1.5.1. A complete, accurate, and up-to-date
inventory exists for all major systems that includes the
identification of all system interfaces.

Obtain the agency’s/entity’s systems
inventory.

Discuss with agency/entity management

(1) the methodology and criteria for including
or excluding systems from the inventory and
(2) procedures and controls for ensuring the
completeness, accuracy, and currency of the
inventory.

Determine whether systems tested during
the audit are included in the inventory.

Test the inventory for completeness,
accuracy, and currency. The objective of this
step in an IS controls audit being performed
as part of a financial audit or data reliability
assessment is generally limited to
understanding management’s process and
controls for ensuring the accuracy of the
inventory. Also, in the absence of effective
controls over the inventory, the auditor would
need to perform additional procedures to
reasonably assure that all systems relevant
to the audit have been identified.

Source: GAO.
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Critical Element SM-2. Periodically assess and validate risks

A comprehensive risk assessment should be the starting point for
developing or modifying an entity’s security policies and security
plans. Such assessments are important because they help make
certain that all threats and vulnerabilities are identified and
considered, that the greatest risks are addressed, and that
appropriate decisions are made regarding which risks to accept and
which to mitigate through security controls. Appropriate risk
assessment policies and procedures should be documented and
based on the security categorizations.

FISMA explicitly emphasizes a risk-based policy for cost-effective
security. In support of and reinforcing this legislation, OMB Circular
A-130, Appendix III, Security of Federal Automated Information
Resources, requires executive agencies within the federal
government to plan for security; ensure that appropriate officials are
assigned security responsibility; review the security controls in their
information systems; and authorize system processing prior to
operations and periodically thereafter.

Risk assessments should consider threats and vulnerabilities at the
entitywide level, system level, and application levels. For example,
at the entitywide level, risk assessments should consider personnel
policies and procedures, training, and security awareness activities.
At the system level, risks related to connectivity issues (for
example, Internet, dial-up, wireless) and access controls (for
example, both logical and physical) need to be assessed. At the
application level, risk assessments need to consider specific
business processes and highly-integrated enterprise resource
planning (ERP) applications (discussed in Chapter 4).

Risk assessments should consider risks to data confidentiality,
integrity, and availability, and the range of risks that an entity’s
systems and data may be subject to, including those posed by
authorized internal and external users, as well as unauthorized
outsiders who may try to break into the systems. For example, risk
assessments should take into account observed trends in the types
and frequency of hacker activity and threats. Such analyses should
also draw on reviews of system and network configurations, as well
as observations and testing of existing security controls.
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Our study of security programs at leading organizations found that
the following were key success factors for risk assessments.

Organizations had a defined process that allowed an entitywide
understanding of what a risk assessment was and avoided
individual units developing independent definitions.

Organizations required that risk assessments be performed and
designated a central security group to schedule and facilitate
them.

Risk assessments involved a mix of individuals who have
knowledge of business operations and technical aspects of the
organization’s systems and security controls.

The business managers were required to provide a final sign-off
indicating agreement with risk-reduction decisions and
acceptance of the residual risk.

Organizations required that final documentation be forwarded to
more senior officials and to internal auditors so that participants
could be held accountable for their decisions.

Leading organizations did not attempt to precisely quantify risk.
Although they would have liked to place a dollar value on risks
and precisely quantify the costs and benefits of controls, they felt
that spending time on such an exercise was not worth the
trouble. They believed that few reliable data were available on
either the actual frequency of security incidents or on the full
costs of controls and of damage due to a lack of controls.

Risk assessments are more likely to be effective when performed by
personnel with enough independence to be objective and with
enough expertise (training and experience) to be able to adequately
identify and assess technical and security risks.

Risk assessment and risk management are ongoing efforts. Although
a formal, comprehensive risk assessment is performed periodically,
such as part of a system security plan, risk should be considered
whenever there is a change in an entity’s operations or its use of
technology or in outside influences affecting its operations. Changes
to systems, facilities, or other conditions and identified security
vulnerabilities should be analyzed to determine their impact on risk,
and the risk assessment should be performed or revised as
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necessary. The risk assessment and validation and related
management approvals should be documented and maintained on
file. Such documentation should include risk assessments, security
test and evaluation results, security plans, and appropriate
management approvals. Further, according to NIST SP 800-37,
systems should be certified and accredited before being placed in
operation and when major system changes occur.

The NIST SP 800-30 risk management guide discusses the
development of an effective risk management program and contains
both the definitions and the practical steps necessary for assessing
and mitigating risks within IT systems, including related testing.
According to this guide, the principal goal of an entity’s risk
management process should be to protect the entity and its ability to
perform its mission, not only its information technology assets.

According to FISMA, federal agencies must periodically assess the
risk and magnitude of the harm that could result from the
unauthorized access, use, disclosure, disruption, modification, or
destruction of information and information systems that support
their operations and assets. Policies and procedures are based on
risk, and the rigor of management testing and evaluation of
information security should also be based on risk. Also, OMB
Circular A-123 states that management is responsible for developing
and maintaining internal control activities that comply with certain
standards, including risk assessment. The Circular further states
that, under risk assessment, management should identify internal
and external risks that may prevent the organization from meeting
its objectives. Identified risks should then be analyzed for their
potential effect or impact on the agency.

Further, Appendix III of OMB Circular A-130 requires that agencies
consider risk when determining the need for and selecting
computer-related control techniques. However, the Circular no
longer requires formal periodic risk analyses that attempt to
quantify in dollars an annual loss exposure resulting from
unfavorable events.

Pursuant to FISMA, NIST developed standards for security
categorization of federal information and information systems

Page 168 3.1. Security Management (SM)



according to a range of potential impacts (FIPS Pub 199). Table 6
summarizes these NIST standards using potential impact definitions
for each security objective (confidentiality, integrity, and
availability). Federal agencies should categorize/classify their non-
national security systems according to these impact levels. The
security categories are based on the potential impact on an entity
should certain events occur that jeopardize the information and
information systems needed by the entity to accomplish its assigned
mission, protect its assets, fulfill its legal responsibilities, maintain
its day-to-day functions, and protect individuals. NIST also issued a
guide for mapping types of information and information systems to
security categories (NIST SP 800-60). Security categories are to be
used in conjunction with vulnerability and threat information in
assessing the risk to an agency.

________________________________________________________________________________________________________________________________|
Table 6. NIST Impact Definitions for Security Objectives

Potential impact

Security objective Low Moderate High
Confidentiality The unauthorized The The
Preserving authorized restrictions on information access and disclosure, including  disclosure of unauthorized unauthorized
means for protecting personal privacy and proprietary information. information could  disclosure of  disclosure of
{44 U.S.C., Sec 3542} be expected to information information
have a limited could be could be
adverse effect on expectedto  expected to
organizational have a have a
operations, serious severe or
organizational adverse catastrophic
assets, or effect on adverse
individuals. organizational effect on

operations, organizational
organizational operations,

assets, or organizational
individuals. assets, or
individuals.
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Potential impact

Security objective Low Moderate High
Integrity The unauthorized The The
Guarding against improper information modification or destruction, and includes modification or  unauthorized unauthorized
ensuring information non-repudiation and authenticity. destruction of modification ~ modification

{44 U.S.C., Sec 3542}

information could

be expected to

or destruction
of information

or destruction
of information

have a limited could be could be
adverse effect on expectedto  expected to
organizational have a have a
operations, serious severe or
organizational adverse catastrophic
assets, or effect on adverse
individuals. organizational effect on
operations, organizational
organizational operations,
assets, or organizational
individuals. assets, or
individuals.
Availability The disruption of The The

Ensuring timely and reliable access to and use of information.
{44 U.S.C. 3542}

access to or use
of information or

an information

system could be
expected to have

alimited

adverse effect on

organizational
operations,
organizational
assets, or
individuals.

disruption of
access to or
use of
information or
an
information
system could
be expected
to have a
serious
adverse
effect on
organizational
operations,
organizational
assets, or
individuals.

disruption of
access or use
of information
or an
information
system could
be expected
to have a
severe or
catastrophic
adverse
effect on
organizational
operations,
organizational
assets, or
individuals.

Source: National Institute of Standards and Technology (NIST), FIPS Publication 199, page 6.

One area that merits additional emphasis is the appropriate
consideration of risks associated with sensitive privacy information.
In addition to an appropriate consideration of related risk, specific

controls are discussed at SM-5 and AC-4.2.

In addition to FISMA, federal agencies are subject to privacy laws

aimed at preventing the misuse of personally identifiable
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information.” The Privacy Act of 1974 and the privacy provisions of
the E-Government Act of 2002 contain the major requirements for
the protection of personal privacy by federal agencies. The Privacy
Act places limitations on agencies’ collection, disclosure, and use of
personal information maintained in systems of records™ and
requires that when agencies establish or make changes to a system
of records; they must notify the public by a “system-of-records
notice.”” The E-Government Act of 2002 strives to enhance
protection for personal information in government information
systems or information collections by requiring that agencies
conduct privacy impact assessments. These privacy impact
assessments include an analysis of how personal information is
collected, stored, shared, and managed in a federal system.
According to OMB guidance, these privacy impact assessments
must analyze and describe how the information will be secured
including administrative and technological controls and should be
current.” OMB Memorandum M-03-22% directs agencies to conduct
reviews of how information about individuals is handled within their
agency when they use information technology to collect new

58Personally identifiable information refers to any information about an individual
maintained by an agency, including any information that can be used to distinguish or trace
an individual’s identity, such as their name, social security number, date and place of birth,
or biometric records, and any other information which is linked or linkable to an
individual.

*The act describes a “record” as any item, collection, or grouping of information about an
individual that is maintained by an agency and contains his or her name or another
personal identifier. It also identifies “system of records” as a group of records under the
control of any agency retrieved by the name of the individual or by an individual identifier.

A system of records notice is a notice in the Federal Register identifying, among other
things, the type of data collected, the types of individuals about whom information is
collected, the intended “routine” uses of data, and procedures that individuals can use to
review and correct personal information.

1See OMB Memorandum M-03-22, OMB Guidance for Implementing the Privacy
Provisions of the E-Government Act of 2002. Also, according to FY 2006 Reporting
Instructions for the Federal Information Security Management Act and Agency Privacy
Management, OMB Memorandum M-06-20, July 17, 2006, a privacy impact assessment or a
system of records notice is current if that document satisfies the applicable requirements
and subsequent substantial changes have not been made to the system.

20MB, Guidance for implementing the Privacy Provisions of the E-Government Act of
2002, M-03-22 (Washington, DC.: September 26, 2003).
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information, or when agencies develop or buy new IT systems to
handle collection of personally identifiable information.

As discussed in NIST SP 800-60%, in establishing confidentiality
impact levels for each information type, responsible parties must
consider the consequences of unauthorized disclosure of privacy
information (with respect to violations of Federal policy and/or
law). The impact of privacy violations will depend in part on the
penalties associated with violation of the relevant statutes and
policies. Further, it says that, in most cases, the impact on
confidentiality for privacy information will be in the moderate
range.

SM-2 Related NIST SP 800-53 Controls
CA-4 Security Certification

CA-6 Security Accreditation

RA-2 Security Categorization

RA-3 Risk Assessment

RA-4 Risk Assessment Update

Control Techniques and Suggested Audit Procedures for Critical Element SM-2

Table 7 Control Techniques and Suggested Audit Procedures for Critical Element SM-2: Periodically assess and validate
risks

Control activities Control techniques Audit procedures
SM-2.1. Risk assessments and  SM-2.1.1. Appropriate risk assessment policies and Review risk assessment policies,
supporting activities are procedures are documented and based on security procedures, and guidance.
systematically conducted. categorizations.
SM-2.1.2. Information systems are categorized based Determine if security risk categorizations
on the potential impact that the loss of confidentiality, are documented, reasonable, and, for
integrity, or availability would have on operations, federal entities, if they comply with NIST
assets, or individuals. FIPS Pub 199 and SP 800-60.

SNIST Special Publication (SP) 800-60, Volume I: Guide for Mapping Types of
Information and Information Systems to Security Categories — Revision 1 (August 2008).
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Control activities

Control techniques

Audit procedures

SM-2.1.3. Risks are reassessed for the entitywide,
system, and application levels on a periodic basis or
whenever systems, applications, facilities, or other
conditions change.

Obtain the most recent risk assessments
encompassing key areas of audit interest
and critical control points. Determine if the
risk assessments are up-to-date,
appropriately documented, approved by
management, and supported by sufficient
testing (e.g., determine whether system
vulnerabilities were identified using such
techniques as automated scanning tools,
security test evaluations or penetration
tests). See NIST SP 800-30 for details.
The objective of this step in an IS controls
audit being performed as part of a
financial audit or data reliability
assessment is generally limited to
understanding management’s risk
assessment process (including related
controls), reading the risk assessments for
the key systems relevant to the audit
objectives, and determining whether risks
identified by the IS controls audit are
properly considered in the risk
assessments.

SM-2.1.4. Risk assessments and validations, and
related management approvals are documented and
maintained on file. Such documentation includes
security plans, risk assessments, security test and
evaluation results, and appropriate management
approvals.

For a selection of risk assessments
assess the completeness and adequacy
of the required documentation.

SM-2.1.5. Changes to systems, facilities, or other
conditions and identified security vulnerabilities are
analyzed to determine their impact on risk and the risk
assessment is performed or revised as necessary based
on OMB criteria.

Review criteria used for revising risk
assessments. For recent changes that
meet the criteria, determine if the risk
assessment was redone or updated.

SM-2.1.6. Federal systems are certified and accredited
before being placed in operation and at least every 3
years, or more frequently if major system changes
occur.

For federal systems that are significant to
the audit objectives, review certification
and accreditation documentation and
determine compliance with NIST SP 800-
37. The objective of this step in an IS
controls audit being performed as part of a
financial audit or data reliability
assessment is generally limited to
understanding the certification and
accreditation process (including related
controls), reading the certifications and
accreditations for the key systems
relevant to the audit objectives, and
determining whether the certification and
accreditation documentation for the
systems tested is consistent with the
testing results.

Source: GAO.
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Critical Element SM-3. Document and implement security control policies and

procedures

Security control policies and procedures should be documented and
approved by management. They should also appropriately consider
risk, address general and application controls, and ensure that users
can be held accountable for their actions. Control policies and
procedures may be written to be more general at the entitywide
level and more specific at the systems (for example, specific
configurations) and application levels (for example, user access
rules for specific applications). For example, access control policies
may be implemented at the entitywide level through communication
of formal written guidance; at the system level through system-level
security software, firewall rules, and access control lists; and at the
application level through very specific controls built into the
application. Also, a formal sanctions process should be established
for personnel who fail to comply with established IS control policies
and procedures.

According to FISMA, each federal agency information security
program must include policies and procedures that are based on
risk assessments that cost-effectively reduce information security
risks to an acceptable level, and ensure that information security is
addressed throughout the life cycle of each agency information
system. NIST provides guidance pertaining to computer security
policy and procedures, described here.

Security policy is senior management’s directives to create a
computer security program, establish its goals, and assign
responsibilities. The term is also used to refer to the specific
security rules for particular systems. Because policy is written at a
broad level, agencies also develop standards, guidelines, and
procedures that offer users, managers, and others a clear approach
to implementing policy and meeting organizational goals. Standards
and guidelines specify technologies and methodologies to be used to
secure systems. Standards, guidelines, and procedures may be
promulgated throughout an entity via handbooks, regulations, or
manuals.
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Procedures are detailed steps to be followed to accomplish
particular security-related tasks (for example, preparing new user
accounts and assigning the appropriate privileges). Procedures
provide more detail in how to implement the security policies,
standards, and guidelines. Manuals, regulations, handbooks, or
similar documents may mix policy, guidelines, standards, and
procedures, since they are closely linked. In order for manuals and
regulations to serve as important tools, they should clearly
distinguish between policy and its implementation. This can help in
promoting flexibility and cost-effectiveness by offering alternative
approaches to implementing policies.

SM-3 Related NIST SP 800-53 Controls
See the first control for each family (e.g., AC-1, AT-1)

Control Techniques and Suggested Audit Procedures for Critical Element SM-3

|
Table 8. Control Techniques and Suggested Audit Procedures for Critical Element SM-3: Document and implement security
control policies and procedures

Control activities Control techniques Audit procedures
SM-3.1 Security control policies and SM-3.1.1. Security control policies and Review security policies and procedures
procedures are documented, approved by  procedures at all levels and compare their content to NIST
management and implemented. « are documented, guidance (e.g., SP 800-30, SP 800-37, SP
° appropriate|y consider risk’ 800'100) and Ot.her applicable criteria
. address purpose, scope, roles, (e.g., configuration standards).

responsibilities, and compliance,
« ensure that users can be held accountable
for their actions,

» appropriately consider general and
application controls,

« are approved by management, and
« are periodically reviewed and updated.

Source: GAO.

Critical Element SM-4. Implement effective security awareness and other security-
related personnel policies

Effective security-related personnel policies are critical to effective
security. Ineffective personnel policies can result in employees or
contractors inadvertently or intentionally compromising security.
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For example, security may be compromised due to an inadequate
awareness or understanding, inadequate security training, or
inadequate screening of employees.

An ongoing security awareness program should be implemented
that includes first-time training for all new employees, contractors,
and users; periodic refresher training for all employees, contractors
and users; and distribution of security policies detailing rules and
expected behaviors to all affected personnel. Relevant security
awareness requirements and guidance are contained in FISMA, OMB
Circular A-130, and NIST SP 800-50, Building an Information
Technology Security Awareness and Training Program. In
addition, employees with significant security responsibilities should
receive specialized training, as described in NIST SP 800-16,
“Information Technology Security Training Requirements: A Role-
and Performance-Based Model” (April 1998). Also, see 5 CFR
930.301.

According to FISMA, an agencywide information security program
for a federal agency must include security awareness training for
not only agency personnel but also contractors and other users of
information systems that support the agency’s operations and
assets. This training must cover (1) information security risks
associated with users’ activities and (2) users’ responsibilities in
complying with agency policies and procedures designed to reduce
these risks. FISMA also includes requirements for training of
personnel with significant responsibilities for information security.
Further, OMB requires personnel to be trained before they are
granted access to systems or applications. The training is to make
sure that personnel are aware of the system or application’s rules,
their responsibilities, and their expected behavior.

Other security-related personnel policies are also relevant to
effective security. Policies related to personnel actions, such as
hiring, termination, and employee expertise, are important
considerations in securing information systems. If personnel
policies are not adequate, an entity runs the risk of (1) hiring
unqualified or untrustworthy individuals; (2) providing terminated
employees opportunities to sabotage or otherwise impair entity
operations or assets; (3) failing to detect continuing unauthorized
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employee actions; (4) lowering employee morale, which may in turn
diminish employee compliance with controls; and (5) allowing staff
expertise to decline.

As mentioned, FISMA requires agencies to implement agencywide
security programs that include effective policies and procedures to
ensure cost-effective risk reduction and ensure compliance with
FISMA and applicable OMB (e.g., OMB Circular A-130) and NIST
(e.g., SP 800-30) guidance. This guidance specifically addresses
security-related personnel policies and procedures. For example,
NIST SP 800-53 addresses personnel security and controls related to
personnel screening, termination and transfer, and third-party
security.

SM-4.1 Ensure that resource owners, system administrators, and users are aware of security policies

For a security program to be effective, those expected to comply
with it must be aware of it. Typical means for establishing and
maintaining security awareness include

¢ informing users of the importance of the information they handle
and the legal and business reasons for maintaining its integrity
and confidentiality;

¢ distributing documentation describing security policies,
procedures, and users’ responsibilities, including their expected
behavior;

e requiring users to periodically sign a statement acknowledging
their awareness and acceptance of responsibility for security
(including the consequences of security violations) and their
responsibilities for following all organizational policies (including
maintaining confidentiality of passwords and physical security
over their assigned areas); and

e requiring comprehensive security orientation, training, and
periodic refresher programs to communicate security guidelines
to both new and existing employees and contractors.

Leading organizations studied considered promoting awareness to
be one of the most important factors in the risk management
process. Awareness was considered to be especially important in
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reducing the risks of “social engineering,” where users are talked
into revealing passwords or other sensitive information to potential
thieves. Educating users about such risks makes them think twice
before revealing sensitive data and makes them more likely to
notice and report suspicious activity.

Employee awareness is also critical in combating security threats
posed by spam, spyware, and phishing. Spam (unsolicited
commercial e-mail) consumes significant resources and is used as a
delivery mechanism for other types of cyberattacks; spyware
(software that monitors user activity without user knowledge or
consent) can capture and release sensitive data, make unauthorized
changes, and decrease system performance; and phishing
(fraudulent messages to obtain personal or sensitive data) can lead
to identity theft, loss of sensitive information, and reduced trust and
use of electronic government services. The blending of these threats
creates additional risks that cannot be easily mitigated with
currently available tools.

SM-4.2. Hiring, transfer, termination, and performance policies address security

The security policies and procedures (including relevant personnel
and human resources policies and procedures) that should generally
be in place include the following:

o Hiring procedures include contacting references, performing
background investigations, and ensuring that periodic
investigations are performed as required by law and
implementing regulations, consistent with the sensitivity of the
position, per criteria from the Office of Personnel Management.

¢ Individuals are screened before they are authorized to have
access to organizational information and information systems.

¢ For employees and contractors assigned to work with
confidential information, confidentiality, nondisclosure, or
security access agreements specify precautions required and
unauthorized disclosure acts, contractual rights, and obligations
during employment and after termination.

¢ Periodic job rotations and vacations are used, if appropriate, and
work is temporarily reassigned during vacations.
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A formal sanctions process enforces (including performance
ratings for individual employees) compliance with security
policies and procedures.

Compensation and recognition are appropriate to promote high
morale.

Where appropriate, termination and transfer procedures include
e exit interview procedures;

e return of property, such as keys, identification cards, badges,
and passes;

¢ notification to security management of terminations, and
prompt termination of access to the entity’s resources and
facilities (including passwords);

o the immediate escorting of terminated employees—especially
those who have access to sensitive resources—out of the
entity’s facilities; and

¢ identification of the period during which nondisclosure
requirements remain in effect.

SM-4.3. Employees have adequate training and expertise

Management should ensure that employees—including data owners,
system users, data processing personnel, and security management
personnel—have the expertise to carry out their information
security responsibilities. To accomplish this, a security training
program should be developed that includes

job descriptions that include the education, experience, and
expertise required;

periodically reassessing the adequacy of employees’ skills;

annual training requirements and professional development
programs to help make certain that employees’ skills, especially
technical skills, are adequate and current; and

monitoring employee training and professional development
accomplishments.
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SM-4 Related NIST SP 800-53 Controls

AT-2 Security Awareness
AT-3 Security Training

AT-4 Security Training Records
PL-4 Rulesof Behavior

PS-2 Position Categorization
PS-3 Personnel Screening
PS-4 Personnel Termination
PS-5 Personnel Transfer
PS6 Access Agreements

PS-8 Personnel Sanctions

PS-1 Personnel Security Policy and Procedures

PS-7 Third-Party Personnel Security

Control Techniques and Suggested Audit Procedures for Critical Element SM-4

|
Table 9. Control Techniques and Suggested Audit Procedures for Critical Element SM-4: Implement effective security

awareness and other security-related personnel policies

Control activities Control techniques Audit procedures

SM-4.1. Owners, system SM-4.1.1. An ongoing security awareness program has Review documentation supporting or
administrators, and users are been implemented that includes security briefings and evaluating the awareness program.
aware of security policies. training that is monitored for all employees with system

access and security responsibilities. Coordinate with the
assessment of the training program in SM-4.3.

Observe a security briefing.

Interview data owners, system
administrators, and system users.

Determine what training they have received
and if they are aware of their security-
related responsibilities.

Determine whether adequate procedures
are 