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SUBJECT:
Rescission of Current Board Policy CFC (LOCAL), Accounting Audits


Adoption of Proposed Board Policy CFC (LOCAL), Internal Audit Department Charter 



PRESENTER:
Larry Throm, Deputy Superintendent for Financial Services



RECOMMENDATION

That the Board of Trustees  review and comment on the rescission of current Board policy CFC (LOCAL), Accounting Audits, and the adoption of a replacement Board policy, CFC (LOCAL), Accounting Audits.




BACKGROUND INFORMATION


On January 8, 2001, the Board of Trustees adopted the Internal Audit Department Charter which had been developed by the Director of Internal Audit, Kathy Laurel, to clarify and elaborate on the following areas:

· mission and scope of work

· accountability

· independence

· responsibility

· authority

· standards of audit practice

During the current review of Board policy, it became apparent that the current Board policy CFC (LOCAL), Accounting Audits, (Exhibit A), appears to contain almost the same information as the Internal Audit Department Charter.  The exception is the information in the first paragraph entitled “External Auditor” which is addressed in CFC (LEGAL), (Exhibit B), in the “Annual Audit” section.

ADMINISTRATIVE CONSIDERATIONS

Given the duplication of information in the current CFC (LOCAL), Accounting Audits, and the Internal Audit Department Charter, the recommendation before the Board of Trustees is to rescind the current CFC (LOCAL), Accounting Audits, and replace it with the proposed CFC (LOCAL), Accounting Audits, (Exhibit C).  The proposed policy is a more comprehensive and succinct explanation of the work of the Department of Internal Audit and is preferable to the current policy.  

ACTION REQUIRED
Review and comment.  This is a future action item.

CONTACT PERSON(S)

Larry Throm

Paul Turner

Kathy Laurel
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	EXTERNAL AUDITOR 
	All school accounts shall be audited annually by a public accounting firm, employed by and directly responsible to the Board. The auditor receives his or her instructions covering the scope of the audit from the Board. The contract for audit services shall be reviewed and renewed annually. Requests for proposal for audit services shall be distributed no less than once every five years. 

	INTERNAL AUDITOR 
	The internal audit organization shall perform independent appraisal functions by examining and evaluating the District's activities for the purpose of advising and assisting the Board, the Superintendent, and District management. 

	SCOPE 
	The objective of internal auditing is to assist management in the effective discharge of its responsibilities by furnishing it with analyses, appraisals, recommendations, and pertinent comments concerning the activities reviewed. Internal auditing must keep the Superintendent and the Board informed of any major problems; however, to be most effective, the internal audit function must gain the trust and confidence of District administration. This can be accomplished by concentrating on working quietly with management to identify and solve problems rather than emphasizing the publication of sonorous or contentious reports. To attain this overall objective, the scope of the internal audit organization shall primarily consist of, but not be limited to, the following: 

1. Monitoring the adequacy and application of the system of internal accounting and administrative controls. 

2. Examining the integrity and reliability of financial and operating data. 

3. Reviewing operating policies and procedures to test and ensure compliance with established District policies as well as applicable laws and regulations. 

4. Examining and evaluating the economy and efficiency with which resources are used to achieve the objectives established by management. 

5. Establishing and maintaining a program of optimal audit coordination with the District's independent external auditors on the annual financial statement examination and other relevant engagements. The internal audit director shall report to the Superintendent or designee and shall submit copies of all internal audit reports to the Superintendent, to the Board, and to other administrators as appropriate. 

	AUTHORITY 
	The Board and Superintendent shall be responsible for seeing that operating management gives adequate consideration to the recommendations made in the various audit reports. 

The internal audit function shall be provided full access to the District's records, property, and personnel relevant to the subject under review. 

The internal audit director shall have access to the Superintendent and shall take directly to the Superintendent matters that he or she believes to be of sufficient magnitude and importance to require the committee's immediate attention. For administrative purposes, the internal audit director will report to the Superintendent. 

	RESPONSIBILITIES 
	The internal audit organization has the responsibility to ensure that audit coverage is adequate for the District as a whole. To this end, the internal audit director shall develop an annual audit plan for anticipated audit coverage for the upcoming year. 

Management personnel of the various operations may also choose to provide additional audit coverage of their respective activities through their own staff (i.e., if the nature of the work to be performed is within their area of responsibility). 

It shall not be the function of the internal audit director to make financial or operating decisions, to instruct personnel to change their work methods, or otherwise to take corrective action commensurate with audit suggestions. Audit recommendations should be evaluated, but the required changes in method and controls shall be the responsibility of the manager of the operation being reviewed, not of the audit staff. 

The internal audit organization shall not exercise direct authority over persons within the District whose work it reviews. The internal audit organization shall provide a service based on an independent appraisal of accounting, financial, and other operations of an activity. A review and appraisal by the internal audit function shall not in any way relieve management personnel within the District of their assigned responsibilities. 

	METHOD OF CONDUCTING AUDITS 
	The internal audit function shall be staffed and operated in accordance with the Standards of Professional Practice of Internal Auditing, Code of Ethics, and Statement of Responsibilities of the Institute of Internal Auditors. 
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	ANNUAL AUDIT 
	The Board shall have the District's fiscal accounts audited annually at District expense by a Texas certified or public accountant holding a permit from the State Board of Public Accountancy. 

The audit shall be completed following the close of each fiscal year, and shall meet at least the minimum requirements and be in the format prescribed by the State Board of Education, subject to review and comment by the state auditor. The audit shall include an audit of the accuracy of the fiscal information provided by the District through the Public Education Information Management System (PEIMS). 

Education Code 44.008(a),(b) 

	FINANCIAL ACCOUNTABILITY SYSTEM RESOURCE GUIDE (FASRG) 

	The rules for financial accounting, including the selection of an auditor and the requirements for the audit, are described in the official TEA publication, Financial Accountability System Resource Guide, as amended, which is adopted as the State Board of Education's official rule. 19 TAC 109.41 

	FILING OF REPORT 

	A copy of the annual audit report, approved by the Board, shall be filed with TEA not later than the 150th day after the end of the fiscal year for which the audit was made. If the Board does not approve the audit report, it shall nevertheless file a copy of it with TEA, accompanied by a statement detailing its reasons for failing to approve the report. Education Code 44.008(d) 

	FINANCIAL RECORDS 
	Each treasurer receiving or having control of any school fund shall keep a full and separate itemized account of each of the different classes of school funds received, and these records shall be available to audit. Education Code 44.008(c) 

	ANNUAL AUDIT OF DROPOUT RECORDS 
	The Board shall have the District's dropout records audited annually at District expense by a public accountant or certified public accountant who: 

1. Is certified or registered, as appropriate, and licensed under Chapter 901, Occupations Code; 

2. Has successfully completed training provided by TEA in auditing school dropout records; and 

3. Is not an employee of the District. 

The audit of dropout records must be completed following the end of each school year and must meet at least the minimum requirements and be in the format prescribed by the Commissioner, subject to review and comment by the state auditor. The District shall submit a copy of the report of the audit of dropout 

records, approved by the Board, to TEA. If the Board declines or refuses to approve the report, the Board shall file with TEA a copy of the report with the Board's statement giving detailed reasons for not approving the report. The District must submit a copy of the report and any required statement not later than the 90th day after the last day permissible for resubmission of information through PEIMS. 

Education Code 39.055 




	DATE ISSUED: 09/04/2001
UPDATE 66
CFC(H)-P


	Austin ISD
227901

ACCOUNTING AUDITS
	Exhibit C  

CFC
(LOCAL)




	
	INTERNAL AUDIT DEPARTMENT CHARTER

	MISSION AND SCOPE OF WORK 
	The mission of the Internal Audit Department is to help the district accomplish its objectives and improve operations by evaluating and improving the effectiveness of risk management and control.

The scope of work of the Internal Audit Department is to determine whether the district’s network of risk management, control, and governance processes, as designed and represented by management, is adequate and functioning in a manner to ensure:

· Risks are appropriately identified and managed.

· Interaction with the various governance groups occurs as needed.

· Significant financial, managerial, and operating information is accurate, reliable, and timely.

· Employees’ actions are in compliance with policies, standards, procedures, and applicable laws and regulations.

· Resources are acquired economically, used efficiently, and adequately protected.

· Plans and objectives are achieved.

· Quality and continuous improvement are fostered in the district’s control process.

Opportunities for improving management control may be identified during audits; they will be communicated to the appropriate level of management.



	ACCOUNTABILITY
	The director of Internal Audit, in the discharge of his or her duties, shall be accountable to the superintendent and to the Board of Trustees to:

· Provide annually an assessment of the adequacy and effectiveness of the district’s processes for controlling its activities and managing its risks in the areas set forth under the mission and scope of work.

· Report significant issues related to the processes for controlling the activities of the district, including potential improvements to those processes. 

· Periodically provide information on the status and results of the annual audit plan and the sufficiency of department resources.

· Coordinate with and provide oversight of other control and monitoring functions (risk management, compliance, security, legal, ethics, environmental, external audit).



	INDEPENDENCE
	To provide for the independence of the Internal Audit Department, its personnel report to the director of Internal Audit, who reports functionally and administratively to the superintendent and periodically to the Board of Trustees in a manner outlined in the above section on Accountability.



	RESPONSIBILITY 
	The director and staff of the Internal Audit Department have responsibility to:

· Develop a flexible annual audit plan using an appropriate risk-based methodology, including any risks or control concerns identified by management, and submit that plan to the Board of Trustees for review and approval as well as periodic updates.

· Implement the annual audit plan, as approved, including as appropriate any special tasks or projects requested by management and the Board.

· Maintain a professional audit staff with sufficient knowledge, skills, experience, and professional certifications to meet the requirements of this Charter.

· Issue periodic reports to the Board and to the superintendent summarizing results of audit activities.

· Keep the Board informed of emerging trends and successful practices in internal auditing.

· Assist in the investigation of significant suspected fraudulent activities within the district. 

· Consider the scope of work of the external auditors and regulatory agencies, as appropriate, to provide optimal audit coverage to the district at a reasonable overall cost.



	AUTHORITY 
	The director and staff of the Internal Audit Department are authorized to:

· Have unrestricted access to all functions, records, property, and personnel.

· Allocate resources, set frequencies, select subjects, determine audit scope, and apply the techniques required to accomplish audit objectives.

· Obtain the necessary cooperation of personnel in departments where they perform audits, as well as other specialized services from within or outside the district.

· Train, support and direct campus employees in the preparation of monthly reconciliations of student activity bank accounts.

The director and staff of the Internal Audit Department are not authorized to:

· Perform any operational duties for the district.

· Initiate or approve accounting transactions external to the Internal Audit Department.

· Direct the activities of any district employee not assigned to the Internal Audit Department except to the extent that such employees have been appropriately assigned to auditing teams or to otherwise assist the internal auditors.



	STANDARDS OF AUDIT PRACTICE 
	The Internal Audit Department will meet or exceed the Standards for the Professional Practice of Internal Auditing of the Institute of Internal Auditors. 
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