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Fort Bend Independent School District     

OPINION

The Internal Audit Department of Clear Creek Independent School District (CCISD) is in compliance with the IIA’s Standards for the Professional Practice of Internal Auditing.  I found that there were policies, procedures and practices in place that implement the IIA Standards.  The overall opinion was based on separate evaluation for each of the five general and 25 specific standards that comprise the IIA Standards, and was limited to the scope of the review.  One-hundred (100%) of the surveys received from Auditees/

External Auditors/Superintendents/Associate Superintendents/Board Members rated Internal Audit as Excellent or Good for the areas surveyed.

Internal Audit complies with IIA Standards; however there were some opportunities for improvement identified.  These opportunities include the following: 

· Developing and Performing a Comprehensive Risk Assessment

· Revising the Annual District Audit Plan

· Improving Workpaper Documentation

· Revising the District Charter, Formal Adoption by Board of Trustees

· Incorporating ‘Code of Ethics’ Terminology in Key Documents

SCOPE

The scope of the peer review for CCISD Internal Audit included the following:

Review and verify information as required and requested by IIA Standards (i.e., Annual Audit Plan, Audit Charter, Job Description, Work Papers, Communication with Board of Trustees and Audit Committee, Organizational Charts, Training Schedule, etc.)

Review and analyze surveys returned by the Internal Audit’s Auditees/External Auditors/Superintendents/Associate Superintendents/Board Members.  Ten surveys or questionnaires were sent out and 7 (70%) were completed and returned.

Review and analyze two (2) sets of internal audit working papers (AFA 02-19 Clear Lake High School; AFA 02-07 Stewart Elementary School).

INTRODUCTION

The Standards for the Professional Practice of Internal Auditing (Standards), issued by The Institute of Internal Auditors (IIA), require internal audit departments to develop and maintain a quality assurance program to ensure the quality and credibility of their work.  A periodic external Peer Review of the Internal Audit Department’s work is an essential part of the comprehensive quality assurance program.  Currently, there are no specific guidelines issued by the Texas Education Agency with regards to obtaining quality assurance by the Internal Audit Department.  

This is the first Peer Review for CCISD Internal Audit Department.  

This report represents the results of an external Peer Review conducted for the Internal Audit Department of CCISD.  A notification e-mail was sent to the Internal Auditor on April 24, 2003.  The fieldwork for this review began on May 13, 2003 and was completed on May 16, 2003.

The peer review was conducted by the Internal Auditor of Fort Bend ISD, Tina Worrell, CPA CIA.  Master Audit Programs, developed from IIA Standards, were used as a guide to ensure all relevant areas were reviewed.  

OBJECTIVES

The major objective of the peer review was to evaluate the CCISD Internal Audit Department’s compliance with the IIA’s Standards for the Professional Practice of Internal Auditing (IIA Standards).  The review for compliance with IIA Standards focused on the following:

· Independence

· Professional Proficiency

· Scope of Work

· Performance of Audit Work

· Management of the Internal Auditing Department

Additional objectives included:

· Determine compliance with CCISD Internal Audit Charter

· Evaluate CCISD Internal Audit Objectives

· Identify Opportunities for Improvement

· Identify Industry best Practices Utilized

· Share Audit Experience/ Activities between the Peer Review reviewer and the reviewee

SUMMARY OBSERVATIONS, SUGGESTIONS AND RESPONSES FROM THE CCISD INTERNAL AUDITOR

As stated in the opinion paragraph, the Internal Audit Department complies with the IIA Standards.  The summary and observations section includes my general observations as they relate to the five general Standards listed below:

· Independence

· Professional Proficiency

· Scope of Work

· Performance of Audit Work

· Management of the Internal Auditing Department

Also included are suggestions for potential improvement that should be considered by CCISD Internal Audit.

A. Standard 100- Independence- Internal Auditors should be independent of the activities of the audit.

General Observations 

Access to the Board of Trustees and Superintendent by the Internal Auditor establishes and promotes the independence of the Internal Audit Department.

The established policies and procedures are appropriate to support the Internal Auditor in the performance of her responsibilities and enable her to carry out her mission.  The Internal Audit Mission statement authorizes audits with free and unrestricted access to all information and personnel necessary to perform audits.

Observation 1

CCISD Internal Audit currently uses a document entitled “Internal Audit Mission” as the Internal Audit Charter.  The Internal Audit Mission, as it is currently written, incorporates more information than necessary for an Internal Audit Charter. To have a successful impact within a school system, it is important that the Internal Auditor’s role be defined and communicated.  This can be done through Board acceptance of an Internal Audit Charter.  Important components of a Charter should address the following: definition, objective and scope, responsibility and authority and independence.  

Suggestion 1 

I suggest that CCISD Internal Audit either revise the current “Mission” to comply with the IIA Standards as described under formal Audit Charter, or create a separate document entitled “Internal Audit Charter” and request the formal adoption of this document by the Board of Trustees of CCISD.  I have provided a sample Audit Charter as suggested by the IIA to the Internal Auditor of CCISD.

B. Standard 200- Professional Proficiency- Internal Audits should be performed with professional proficiency and due professional care.

General Observations

The Internal Auditor possesses the knowledge and skills necessary to appropriately conduct internal audits within the organization.  Surveys and questionnaires received indicated that the Internal Auditor performed audits proficiently and professionally.

Observation 2

The Internal Auditor sends each auditee an Internal Audit Pamphlet which states that her position is governed by the Professional Code of Ethics.  However, the Internal Audit Job Description, Internal Audit Charter and the Internal Auditor Annual Evaluation do not indicate that the Internal Auditor of CCISD is required to follow the Code of Ethics set forth by the IIA.    

Suggestion 2

I suggest that CCISD Internal Audit revise the documents named above to include reference to the Professional Code of Ethics.

C. Standard 300- Scope of Work- The scope of the Internal Audit should encompass the examination and evaluation of the adequacy and effectiveness of the organization’s system of performance in carrying out assigned responsibilities.

Observations 3

CCISD has performed a risk assessment over Business and Support Services; however, the assessment should be more objective and include all areas within CCISD.  The annual audit plan should incorporate the results of the risk assessment.

Suggestion 3

I suggest that CCISD Internal Audit perform a more in-depth risk assessment, including various objective and subjective risk criteria and risk ranking each area based on the associated level of risk.  The risk assessment should then be the basis of the audit plan for the upcoming years.    Routine audits that are performed annually should be omitted from the risk assessment.  

Observations 4

Currently the Audit Plan established by CCISD Internal Audit does not provide the following:

· Comparison between budgeted to actual hours per completed audit project; 

· A list of audits based on the highest risk areas within the District;

· Descriptions of the different types of audits performed; or

· Include a long range plan or a plan that as been projected past the current year.

Suggestion 4

I suggest that CCISD Internal Audit include planned versus actual hours on the Audit Plan, as well as the nature of the audits performed (i.e., compliance, fraud investigation, safeguarding of assets, etc.)  This process will assist the Board of Trustees and Superintendent in determining how well the Internal Audit department meets the goals set forth at the beginning of the year.  As stated above the District’s risk assessment should be the basis for the audit plan in the current year and used to project future audit plans, however, routine audits (i.e., campus activity funds) that are performed annually should be omitted from the risk assessment and continue to be included in each annual audit plan.  

D. Standard 400- Performance of Audit Work- Audit work should include planning the audit, examining and evaluating information, communicating results and following up.

General Observations

Audits were planned, performed, communicated and followed up in accordance with the standards.  However, the Internal Auditor should consider the following specific observation and suggestion that should improve the overall performance of work.

Observation 5

CCISD work papers could use improvement in order to clearly link the findings noted to the documentation in the workpapers.  Issues and recommendations have been effectively stated within the final audit report; however it is not always clear how the Internal Auditor came to the conclusions drawn.  

Suggestion 5

Workpapers should include all relevant material, manual or automated, obtained or developed in connection with an audit project. They should describe and support actions taken, steps and analysis performed, conditions encountered, conclusions reached, and findings and recommendations made.

Work papers must completely and accurately detail the evidence relied on to develop findings, conclusions, and recommendations. The information’s source and procedures used to obtain and analyze the evidence must be thoroughly explained. Workpapers must contain enough evidence to prove all audit/special study objectives were thoroughly addressed and results of work done were appropriately and effectively used.

I suggest that CCISD Internal Audit consider the following items when compiling workpapers in the future:

· Be as simple and clear-cut as possible. 

· Compile all workpapers logically related to each audit segment, directly relate them to the audit plan, and reference them to the final draft report or a “findings” document. 

· Establish a unique number identifier for each worksheet that permits appropriate cross-referencing and facilitates tying material included in the report to specific supporting evidence. 

· Include a master index that clearly shows the workpapers’ organization and their relationship to each other and particular audit segments. 

· Complete all questionnaires and audit work programs and indicate so by initialing, cross-referencing to supporting work papers and including auditor comments.  

· If sample testing is performed describe the population, the sample tested, the method used to select the sample and cross-reference to the lead document (i.e., bank statement, Pentamation reports). 

· Consider developing a “findings” document which should include all issues noted and their disposition (whether or not they are formalized in the final report).  

· Include a brief summary on the compliance rating score sheet to indicate why a compliance rating was not given the full allotment of points and include a work paper reference to the documentation showing proof of the non-compliance.  

· When omissions are made (indicated by the word “deleted” in a draft audit report) indicate the reasons why the issue is not longer relevant.  This could also be described in the finding disposition on the “findings” document.

E. Standard 500- Management of the Internal Auditing Department- The Director of the Internal Audit Department should effectively manage the Internal Auditing Department.

General Observations

Quarterly and Annual reports sent to management clearly describes the effective use of Internal Audit resources.  In addition, regular meetings are held with the Finance/

Audit Committee members to discuss the ongoing audit projects and other areas of concern.

Surveys obtained from Auditees/External Auditors/Superintendents/Associate Superintendents/Board Members revealed confidence in the Internal Auditor.  An analysis of information obtained throughout the peer review reflected CCISD’s recognition that the Internal Audit Department is a very important component of the District.

BEST PRACTICES

The following best practices were identified as being preformed by the CCISD Internal Audit Department:

· Post audit surveys are used to assist the Internal Auditor, Superintendent and Board of Trustees in assessing the quality of internal audits.

· The time tracking kept by Internal Audit is very detailed and will provide a useful estimating tool to ensure all audits in the future are effectively planned.

· The Internal Auditor created a compliance rating score sheet which gives a numeric value or “grade” to each Campus Activity Fund Audit performed to notify the Principal the degree of compliance associated with the management of their activity funds.

· The Internal Auditor established the gathering of other District Internal Auditors, a group who later grew to become “Houston Area School District Internal Auditors”, in order to network with other auditors.  

· The Internal Auditor also introduced the idea of soliciting peer reviews on ourselves and our neighboring Districts to align school district auditing with the Institute of Internal Auditors Standards.

CONFERENCES

I held an all day conference with the CCISD Internal Auditor during the field work portion of this review.  Together we shared experiences, approaches, and other insights to be considered in further improving the work of the Internal Audit Department.  A notification e-mail was sent to the Internal Auditor of CCISS on April 24, 2003 and an exit conference was conducted via a phone call on May 15, 2003.
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