Fort Bend Independent School District


Internal Audit Work Program
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	GENERAL:

Fixed assets are defined by the Texas Education Agency (TEA) as purchased or donated items tangible in nature that have a useful life longer than one year and a unit value of $5,000 or greater.  For control and accountability purposes, the TEA’s guidelines require that assets costing $5,000 or more must be recorded in the Fixed-Asset Group of Accounts.  
This audit will concentrate on ensuring internal controls are in place to maintain the objectives stated above.  

This audit will mainly address the period from September 1, 2003 through February 29, 2004.
  
	
	

	AUDIT OBJECTIVES:

1. Comprehensive policies and procedures addressing fixed assets activities have been developed and documented;
2. The District is in compliance with the established policies and regulatory requirements;

3. Validate that there is proper segregation of duties within the fixed assets department;
4. Ensure that adequate internal controls have been implemented to limit exposure to unauthorized or inappropriate transactions;

5. Verify that transactions are processed in accordance with fixed assets guidelines and District policies and procedures.
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	PRELIMINARY WORK:

1. Prepare an engagement memo to announce the audit.

2. Prepare Auditor’s Independence Statement.

3. Obtain an understanding of the auditee’s operations through research and interviews.

4. Perform a general overview of the internal control environment and establish the scope of the audit.

5. Ensure that potential fraudulent activities have been considered by management by inquiring with management about their knowledge of fraud opportunities within the fixed asset department and the steps they have taken to minimize these opportunities.

6. Develop appropriate audit tests to provide assurance that management’s objectives are being met, and that misappropriation of assets has not occurred.  Document in audit work program.
	
	

	AUDIT PROCEDURES & TESTING:

1. General

a. Obtain the following, where applicable:

i) Policies and Procedures

ii) Organizational Charts

iii) Prior Audit Reports

iv) External Auditor Management Reports

v) Regulatory Examination Reports

vi) Related Information Regarding Laws and Regulations

b. Review policies and procedures to determine adequacy.  Ensure the policies and procedures have been communicated to appropriate personnel.

c. Review any prior examination reports to determine whether corrective action has been implemented for noted deficiencies.
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	2.  From  the asset listing by location, select 12 location and test items greater than $5,000 for the following:

a. Physically inspect and ensure assets are in usable condition and located at the stated premises.

b. Ensure assets are properly tagged, if applicable.
	
	

	3.  Review object codes with in the general ledger not associated with fixed assets, to ensure that all assets have been identified and properly recorded as fixed assets.
	
	

	4.  Select a sample of additions made during the audit period and test the following:

a. Examine the supporting documentation and agree the description,    price, acquisition date to what is recorded in CIMS.

b. Vouch ownership (title/deed, etc).
c. If historical cost is not available, review reasonableness of the estimated cost assigned to the asset.

d. Review the reasonableness of recorded fair market value of assets acquired by gift.
e. Review the Board of Trustee Minutes and verify that gifts were accepted/approved by the Board.

	
	

	5.  Select a sample of items disposed from 9/1/03 – 3/12/04 and test the following:
a. Ensure the proper procedures were completed.
b. Proper authorization was obtained.
	
	

	6.  Select a sample of items transferred during the audit period.

a. Ensure the proper procedures were completed.

	
	

	WORK PAPERS:

1. Organize all relevant workpapers in a clear and logical and manner and cross reference audit steps to their corresponding workpapers. 

2. Create a final index for the workpaper bundle.

3. Compile and securely store audit CYA files for reference if needed.

	
	

	AUDIT FINDINGS & REPORTING:

1. Document summaries of all audit findings as soon as exceptions are noted.

2. Recommend to auditee any appropriate adjustments, internal control or operational recommendations as a result of the review.

3. Determine whether to include each audit finding in final audit report based on the audit disposition, the overall materiality to the audit and the relative risk exposure.
4. Prepare the draft audit report for review by auditee.

5. Distribute tentative and preliminary audit report to auditee and request responses within two weeks.

6. Compile final audit report with auditee’s responses, review for errors, and distribute to appropriate District management.
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