The University of Texas of the Permian Basin

(Department) – Change in Management Audit

Updated 9/22/2008

Audit Program


Objectives:
· To determine the reliability and integrity of key financial information; 

· To determine whether controls are adequate and effective in the safeguarding of assets; and

· Determine whether internal control procedures are in place and functioning as intended.

University Handbook of Operating Procedures - http://www.utpb.edu/media/pdf/hop/ 
	Audit Program Step
	Initials and Date
	W/P Reference

	I.  Background

	1. Review department’s responses to the Internal Control Questionnaire, completed by the appropriate departmental personnel, to determine if additional areas need to be addressed.  
	
	

	2. Determine if personnel have completed their required University training requirements. (Handbook of Operating Procedures Part 3 Personnel – Part 1 Sec. 1.4)
	
	

	3. Obtain and review the following information:

· Mission Statement Best Practice
· Goals and Objectives Best Practice 
· Current Policies and Procedures Manual Best Practice 
· Organizational Chart


	
	

	4. Determine if any employees have outside employment. 

If yes determine if they have filled out the required University documentation  (Handbook of Operating Procedures Part 3 Personnel – Part 1 Sec. 10)
http://www.utpb.edu/media/pdf/humanresources/outsidem.doc 
	
	

	5. Select a sample of employees within the department and verify that performance evaluations have been performed as per University requirements. 

       http://www.utpb.edu/media/files/university-forms/pe3_performance_appraisal.doc 

       Page 4 - http://ba.utpb.edu/media/files/human-resources/universityguide.pdf 
	
	

	II. Reliability and Integrity of Key Financial Information

	A.  Expenditures
	
	

	1. Obtain a listing of accounts under the Department Head’s responsibility and determine signature authority on departmental accounts from the Accounting System (DEFINE).  Document this information.
	
	

	2. Select a sample of non-payroll expenditures (operating and Travel) from DEFINE.  The sample should include Operating and Travel expenses. Please include some ProCard expenditure transactions.  Document the population and sampling procedures used. Determine:

· Were they properly approved 
· Was adequate documentation maintained

· Recalculate for mathematical accuracy (travel expenses have guidelines for mileage, lodging and meals) Remember 14 state funded travel https://fmx.cpa.state.tx.us/fm/pubs/travallow/index.php.  and 19 local funded travel http://ba.utpb.edu/media/files/travel_policy.pdf, different restrictions on travel 
· Were expenditures appropriate as to account and object code

Entertainment expenses restrictions - http://ba.utpb.edu/media/files/entertainment_policy.pdf
	
	

	3. Based on the testing performed in Steps 3 and 4, conclude whether non-payroll expenditures are properly recorded and approved and that the expenditures are reasonable and adequately supported. 
	
	

	B.  Account Reconciliation
	
	

	1. Obtain the Statements of Account and monthly reconciliations for a selected number of months covered in the audit scope and verify that: 

· Both revenues and expenditures are correctly reconciled on a monthly basis for all accounts with transaction activity, Best Practice 

· The person preparing the reconciliation signs and dates, Best Practice
· The department head or designated person reviews the monthly statements and reconciliations and signs and dates to document the review. Best Practice
· Determine if department has petty cash, if yes review their reconciliation procedures 
	
	

	2. Based on responses to the Internal Control Questionnaire and testing performed conclude whether account reconciliations are being adequately performed.
	
	

	C.  Revenue and Cash Receipts
	
	

	1. Review all revenue accounts and determine what types of revenues are received (document). If the department collects cash/checks (this includes any money that may accidentally come into the department on a regular basis).  Verify that all receipts are being recorded in some sort of log.

· Document the department’s cash handling procedures, and determine if they have been recorded and placed in their policies and procedures manual. Best Practice
· Determine if deposits are made daily as per Management Responsibilities Handbook p.16 #4
· Determine if adequate segregation of duties has been established with cash handling procedures. Best Practice

	
	

	2. Based on the testing performed, conclude whether receipts are being properly recorded and deposited. All Best Practice
· Select a sample of cash received from the department’s log

· Vouch cash received to supporting documentation

· Trace cash received to deposit slip (from accounting department) and to monthly statement of account

· Verify that the income was recorded in the correct account and with the correct object code

Document population and sampling procedures  


	
	

	3. Based on testing determine whether controls over cash are adequate. 
	
	

	D.  Time Reporting
	
	

	1. For exempt payroll expenses (recorded in the 09 & 10 accounts), select a sample of employees for testing.  The sample should include any employees with the ability to influence payroll information.

· Obtain payroll records for a sample month from DEFINE and determine the gross monthly salary paid to each employee in the sample.

· Compare actual salary to the authorized salary listed in the appropriate fiscal year budget (Budget Salary Roster).  If there were changes made during the fiscal year, verify approvals and changes on the employees Personnel Action Form (PAF).

· Verify the any longevity pay or other additional pay is accurate. http://www.utpb.edu/media/pdf/public-information/longevitypay.pdf 
· Investigate and document any exceptions.
	
	

	2. For non-exempt employees (recorded in the –20 account), select a sample and perform the following procedures:

· Examine the personnel records for each employee in the sample to determine the authorized hourly rate.

· Select a sample of pay periods, and compare employee time card with pay rate found in personnel to the employee’s actual payment seen on the department’s statement of account. Ensure the payment was for the correct amount. 
· Determine if time cards have been signed by employee and supervisor 

· Recalculate any overtime pay http://www.utpb.edu/media/pdf/public-information/fairlaborstandardsactovertimecompensation.pdf .  If the employee received compensatory time off, verify tracking procedures and that the employee is receiving 1½ times the hours worked as time off.  Compare the amount to payroll records to verify that employees were accurately paid.
	
	

	3. Document the department’s procedures for the reporting and recording of employee vacation and sick leave. 

· Determine if department procedures agree with University procedures 

· Select a sample of months – Determine if employees’ reported sick leave agrees to what is found on payroll records. 


	
	

	4. Based on the testing performed in Steps 1 through 6, conclude whether payroll expenditures are being properly recorded. 
	
	

	E.  Segregation of Duties
	
	

	1. Based on the testing performed in Parts A through D, conclude whether adequate segregation of duties exist to ensure the reliability and integrity of key financial information.
	
	

	III. Safeguarding of Assets

	1. Obtain a copy of the most current inventory listing from the department under review, Information Resources and Inventory departments and perform the following:

· Compare listings and note any discrepancies, determine reasons for discrepancies. 

· Select a sample of capital assets from the departmental listing of capital inventory and verify the assets’ existence, location, and tag number.
· Select a sample of capital assets located within the department and trace each item to inventory records to verify location, description, and tag number.
(Note:  All items costing $5,000 or more and all weapons, computers, FAX machines and selected other items, regardless of cost, must be included on the inventory listing.)
· Document population and sampling procedures.

· Determine if department has flash drives, if yes then determine if they keep inventory of these. Best Practice
 http://www.utpb.edu/media/files/university-forms/annual_inventory_cert.pdf - Inventory rules
 http://ba.utpb.edu/accounting/office-info/ - Inventory forms


	
	

	2. Determine that when inventory (laptops, projectors etc.) is taken off campus that it is adequately tracked and that the proper University documentation is completed.  http://www.utpb.edu/media/pdf/accounting/1%20%2816%29.pdf  http://ba.utpb.edu/compliance/management-responsibilities-handbook/      - page 17 
	
	

	3. Determine whether university property for phone bills (including cellular), fax machines, etc. is monitored for personal use. Best Practice
	
	

	4. Obtain an understanding of the department’s process for records retention.  Determine if the process is in line with UTPB Policy and other state regulations where applicable. 
Handbook of Operating Procedures Part 6 – Sec 11
	
	

	5. Based on responses to Internal Control Questionnaire and testing, conclude whether assets are properly safeguarded.
	
	

	IV.  Information Technology
	
	

	1.  Identify Unique Software:  
Determine if there are any applications that are unique to the department and have an       impact on the reliability and accuracy of its financial information, its overall control environment or the safekeeping of its assets.  If so, document and understanding of the system and key controls related to the audit objectives.  The understanding should include information about user access, security, backup of data and system maintenance.

· Test key controls over unique applications, as applicable.
	
	

	2.  Determine whether user access to all software applications for any terminated employee within the last three years and the departing department head has been taken away.   
	
	

	3.  Determine if employees have appropriate access as per their job description. 
	
	


This audit program was approved by the Director of Audits or his/her designee. 

Narita K. Holmes, Internal Auditor

