Fort Bend Independent School District


Internal Audit Work Program
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	GENERAL:

The primary responsibility of the Purchasing Department is to provide for the purchase of materials, supplies, and services, with the objective that they will be available at the proper time, in the proper place, in quantity, quality and price consistent with the needs of the District.  

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 January 1, 2003 through August 31, 2003.
  
	
	

	AUDIT OBJECTIVES:

1. Comprehensive policies and procedures addressing purchasing 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 purchasing 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 purchasing 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. Develop appropriate audit tests to provide assurance that management’s objectives are being met, 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. Completeness Testing
a.   From the Purchase Order listing for the audit period, obtained from CIMS, review the listing for numerical sequence of the PO’s and scan the listing for any unusual amounts (i.e. frequently repeating amounts, credit balances).
b.   Ensure numerical sequence of PO’s.

i.    Note first PO number in January 2003 and last PO number in               December 2002.

ii.    Note last PO number for August 2003 and first PO for September 2003.
c.   Scan listing for gaps within the sequence of PO numbers.
d.   Run a query from CIMS of all processed invoices for the audit period and scan the list for those without a PO.

i.    Select a sample of those without a PO and verify that a PO is not required (i.e. expense reports).
	
	

	3. Vendor Testing 
a.   Review the process for obtaining new vendors (new tax identification #, certificates, etc)

b.   Review vendor list for inactive vendors (no activity for 3 or more years)   

c.   Review vendor list for active vendors under several different vendor numbers and the same address (duplicates).

d.   Compare database of employee addresses to the vendor file addresses.  Review/investigate any matches (are they reasonable, is there a Conflict of Interest Form on file).
e.    Select a judgmental sample of sole source vendors to review and verify the documentation for determination of the vendor as a sole source.

f.    Determine how vendor performance and experiences are measured, documented and used for future relationships.
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	4. Purchase Order Testing 
a.   From the total number of purchase orders processed during the audit period (January 1, 2003 thru August 31, 2003).  Select a judgmental sample of purchases for testing purposes:

· under $10,000

· $10,000 - $24,999

· over $25,000

i.   For all  POs selected for testing note whether:
· Ensure documentation is original and free from alteration
ii.  Additionally, for purchases between $10,000 and $25,000. test  the following:

· Determine whether the purchases were competitively bid or phone quotes were obtained.
· Verify that the awarding criteria, was one of the following:




purchase price





reputation





quality of goods/ services




specialty of district needs





past relationship





HUB
· Ascertain how the vendor was selected and determine whether the selection was reasonable and complied with policy.

· Ensure that documentation is available to support the selection   process.
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	iii.   Additionally, for purchases over $25,000.  Perform testing for the following:

· Determine which method as used to secure the selection.

competitive bid

competitive sealed bid

newspaper notification

request for proposal (RFP)

purchase catalog

inter-local contract

reverse auction procedure 
· Determine whether the selection appears reasonable and is justified.
· Ensure that documentation is available to support the    selection process.
b.   Determine the total number of sealed bids obtained/processed during the audit period (January 1, 2003 thru August 31, 2003).  Select a judgmental sample to
· Bid proposals were properly completed, with scope specifications and special terms and conditions.

· Sealed bids received were properly completed (i.e. references, felony conviction notification, conflict of interest disclosure and dollar amount for items).

· Bids were properly advertised.

· Bid summary sheet was complete.

· Bid Sign-In sheet documenting who was present at the opening of the sealed bids was properly filled out.

· Determination for selection of vendor was documented.

· Vendors’ sealed bids reviewed at “opening”, were received by the stated deadline.

· Board approved.
c.   Run a query by commodity codes and select a sample of those with a total >$25,000 and verify that a bid was obtained.
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	5. Closed/Outstanding PO’s 
a.   Gain an understanding of how PO’s are closed and purged from the system.

b.   Run a query for the audit period for all “open” PO’s.

i.    Select a judgmental sample of  PO’s to verify the following:

· Check for PO’s not properly “closed”
	
	

	6. “Approval” Files 
a.   Review authorization limitations for consistency and reasonableness.

b.   Evaluate personnel authorized to approve and check for terminations, transfers, etc.
	
	

	7. Customer Service 
a.   Determine the method and frequency in which the Purchasing Department assesses its service delivery and measures performance (i.e., online surveys, questionnaires).  Ensure that quality and timeliness of service are evaluated.
	
	

	8. Miscellaneous 
a.   Determine whether it is acceptable for buyers to never switch commodities.
	
	

	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.
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	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.


	
	

	Auditor Signature:









Date: 
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