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For school district governing boards, audit committee
members, and district superintendents, the internal audit
function can help you identify ways to safeguard assets,
avoid waste and inefficiency, and promote sound business
practices consistent with adopted policies and procedures.
But internal auditors can also perform other valuable tasks.
The overarching idea is that the internal audit function
should be available to assist you with a variety of financial
and operational needs.
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This brochure
outlines
additional
opportunities
beyond the
traditional
financial
transaction
cycles (and
requirements
of the Five
Point Plan)
that could be
gained from
utilizing the
internal audit
function to its

fullest extent.




In 2005, legislation referred to as the Five Point Plan was enacted
which required most school districts and BOCES to establish an
internal audit function. That function must include developing,
annually updating, and reporting on a risk assessment of district
operations. At a minimum, the risk assessment must include

a review of financial policies and procedures, and the testing
and evaluation of district internal controls. Undoubtedly, this
aspect of the internal audit function is crucial for ensuring
district officials have paid appropriate attention to day-to-day
financial operations. Proper controls need to be in place and
operating effectively to help ensure assets are safeguarded,
appropriate authorizations and approvals exist over transactions,
incompatible duties among staff are adequately segregated and
financial records are reliable.

All too often, this annual risk assessment update can become a
mechanical process, reviewing procedures and controls in place
over the same transaction cycles, year after year. Although there
is value in performing ongoing risk assessment and internal
control work, you can and should get more out of the internal
audit function.
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Are the Board and Superintendent Guiding the
Work of the Internal Auditor?

The internal auditor can monitor, test and report to management
on a wide array of functions beyond evaluating internal controls.
Internal auditors can also conduct special reviews or take on
special assignments from you. The key here is that management
can and should be directing the internal auditor to look at
controls beyond those covering the traditional transaction cycles.

When engaging the internal auditor, ask yourself, what’s important
to you in running the district? Is there a significant issue or

area of concern where you want to have an increased comfort
level that your district or BOCES is in compliance? Is there a
particular aspect of your operations, beyond the typical financial
transaction cycles, that warrants attention and review because of
its susceptibility to misuse or abuse? Are you concerned that you
are engaging in practices that are inefficient and/or outmoded?
Do you think there is a less costly way of achieving the same goal,
and are you aware of possible alternatives? Are you paying for
goods and services that no longer benefit the district? These and
many other questions can be raised and addressed by an internal
auditor. In fact, a good internal audit function may be able to help
pay for itself by exploring these type of questions in areas that
management identifies and sees a need to address.

Keep in mind, though, that internal auditors are not responsible for
the execution of district activities; they advise you — management
and the board (in conjunction with the audit committee) — on how
to better execute your responsibilities. Therefore, while you can
direct the internal auditor to look at other areas of concern to you
beyond the risk assessment of fiscal operations, it is management’s
responsibility to take any corrective actions identified from these
efforts. And, as with the internal auditot’s risk assessment role, all
consulting work should be agreed upon in advance and included in
your contract with the internal audit firm or in the work plan for
the internal audit employee.
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Operational Areas Subject to Review by the
Internal Auditor

The internal audit function can be utilized in many ways,
including reviewing the efficiency, effectiveness and compliance
of your operations.

* An efficiency review involves addressing whether the
resources used to achieve your intended results are being
utilized in a proficient manner to get the most benefit at
the least cost while still meeting your goals. When assessing
whether a certain area is efficient, ask yourself: Are we doing
things correctly? Are we getting the most output, product or
services for the amount of input, materials, supplies, resources
or staff time spent on a particular function?

* An effectiveness review involves measuring the extent to
which a particular program, person or area is successful in
achieving your intended results, consistent with its stated
goals and objectives. When assessing whether a certain area
is effective, ask yourself: Is what we’re doing having the right
impact?

* A compliance review involves making sure you do things
in accordance with applicable laws, regulations, contract
provisions, grant agreements and internal board policies and
procedures. When assessing whether a certain significant area
of operations is compliant, ask yourself: Are we doing things
the right way? What laws, rules, regulations, policies and
procedures is the particular function subject to?

- Division of Local Government and School Accountability




Here are some examples of operational areas the internal auditor
can tackle for you. Each example could have a different focus

or aspect of review. Are you looking to see if the operations are
efficient, effective, or compliant? Or maybe some combination
of the three? This list is by no means exhaustive — it is meant

to help you start thinking about other areas of concern, besides
the traditional internal control cycles, where the internal audit
function could be used.

* School security — The safety of the staff and students is of
vital importance to the entire school community. Internal
auditors can review whether or not you have adequate
procedures in place for dealing with lockdowns and other
emergency situations. Conducting proper background checks
and fingerprinting staff that work in close proximity to
students should be mandatory operating procedures. Internal
auditors can determine if these checks are being done in a
timely, efficient manner and ensure that your district is in
compliance with State regulations.

* Performance evaluations — Certain positions or activities
in your operations have specific written job descriptions
that set forth the expectations and desired results of the
position/activity. Internal auditors can appraise the quality
of performance of a position or activity (appointed claims
auditor, purchasing agent, or transportation director, for
example) to assess whether duties are being performed in
accordance with the specific job description.

* Energy conservation programs — Reducing the amount
of energy consumed in school buildings has important
environmental and economic benefits. Internal auditors can
do checks of any board-adopted policies concerning energy
conservation to ensure that procedures are in place and being
followed by district employees.
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* Bus routes — Transportation routes should be efficiently
managed in order to minimize the time and fuel needed to
provide transportation to students. Internal auditors can
analyze transportation routes to ensure that bus routes are
designed efficiently and effectively to minimize costs and time
that students ride the buses to and from school.

* Insurance — Insurance coverage, whether it is for buildings,
vehicles, equipment or employees, can be a substantial cost
to your district. Internal auditors can evaluate whether your
insurance coverage is adequate and help you determine if
there are opportunities to combine, decrease or eliminate
certain types of coverage.

* Portable (or walkable) inventory items — These types
of inventory, such as food and beverage items, computers
and audio/visual equipment involve smaller items that can
easily be misused. These inventory items require heightened
physical security controls beyond an inventory tagging system
or perpetual inventory records. Internal auditors can review
the controls over the storage and location of these items and
analyze whether they are being properly secured.

* Fuel facilities — Controls over fuel facilities are important
to ensure that fuel is dispensed properly for district purposes
only. Internal auditors can analyze fuel usage and fuel facility
security to ensure misuse is not taking place.
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* Investment earnings — Your cash management practices
must be continually monitored to ensure that investments are
being made to enhance interest earnings. Internal auditors can
review cash management strategies to ensure that the district
is maximizing its interest earnings safely and properly.

* Travel, meals and conferences — Expenditures incurred
when staff travel or attend conferences can easily become a
large dollar item. Internal auditors can review the policies and
procedures in place for controlling these types of expenses,
and ensure that staff is complying with applicable rules.

* Tuition for out-of-district students — When students attend
your school from another district, you must have adequate
arrangements in place for billing and collecting tuition for the
students. Internal auditors can review whether tuition for out-
of-district students is being billed and collected on a timely
basis.

* Any adopted board policy — The board adopts policies
containing procedures covering most aspects of school
operations, not just financial management. Internal auditors
can review staff compliance with any of your internal policies
and procedures and any laws and regulations that you may
deem significant to district operations in order to identify or
avoid potential problems.
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What Else Can the Internal Auditor Do For You?

Beyond those specific areas outlined above, here’s a general list
of other tasks for you to keep in mind as you assign work to your
internal auditor. These items have universal applicability across
business functions in your school district:

Training — Internal auditors can conduct training sessions to
show you how to identify risks and ensure you have internal
controls in place to address those risks. For instance, internal
auditors can conduct training for your business staff and

board members on how to implement internal controls in their
respective areas, or even show students and faculty advisors how
to safeguard money in the extracurricular activity fund.

Analysis — Internal auditors can analyze financial and
nonfinancial data and give advice on trends that they see.
Internal auditors can analyze your expenditures for the last
couple of years, identify positive or negative trends and help find
ways specific departments can save.

Appraisals — Internal auditors can review your processes to
ensure that risks have been identified and that the procedures
in place sufficiently control those risks. Are you planning on
implementing a new procedure or changing an old one? Do
you want to know if a procedure you have in place is adequately
controlling the risks that you might face?
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Recommendations — Internal auditors can review your
operations and offer recommendations for improvements before
a potential problem becomes an issue. For instance, if you have a
segregation of duties issue in your business office, your internal
auditor should be working with you to identify practical, useful
and cost-effective ways to address segregating the duties, not just
notifying you that a weakness exists.

Counsel — Internal auditors can be a good source of advice on a
variety of subjects. If they don’t know the answer to a question,
they can help do the research to find the answer. Do you have

a question about a policy or procedure? Or would you like an
outside perspective on a subject?

Conclusion

The internal auditor should be helping you to improve your
operations, policies, procedures and internal controls. The
emphasis should be on providing you with objective information
to determine whether public accountability is being maintained
and to assist you in improving the efficiency and effectiveness
of your operations and activities. You should call on the internal
auditor to help you accomplish these goals.
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Division of Local Government and School Accountability

Regional Office Directory

Steven J. Hancox, Deputy Comptroller (518) 474-4037
Cole H. Hickland, Director - Direct Services (518) 474-5480
Jack Dougherty, Director - Direct Services (518) 474-5480

ALBANY REGIONAL OFFICE - Kenneth Madej, Chief Examiner

22 Computer Drive West « Albany, New York 12205-1695

Tel (518) 438-0093 - Fax (518) 438-0367 « Email: Muni-Albany@osc.state.ny.us
Serving: Albany, Columbia, Dutchess, Greene, Schenectady, Ulster counties

BINGHAMTON REGIONAL OFFICE - Patrick Carbone, Chief Examiner

State Office Building, Room 1702 « 44 Hawley Street « Binghamton, New York 13901-4417

Tel (607) 721-8306 - Fax (607) 721-8313 « Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware, Otsego, Schoharie, Sullivan, Tioga, Tompkins counties

BUFFALO REGIONAL OFFICE - Robert Meller, Chief Examiner

295 Main Street, Suite 1032 - Buffalo, New York 14203-2510

Tel (716) 847-3647 - Fax (716) 847-3643 - Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie, Genesee, Niagara, Orleans, Wyoming counties

GLENS FALLS REGIONAL OFFICE - Karl Smoczynski, Chief Examiner

One Broad Street Plaza - Glens Falls, New York 12801-4396

Tel (518) 793-0057 « Fax (518) 793-5797 - Email: Muni-GlensFalls@osc.state.ny.us

Serving: Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, Warren, Washington counties

HAUPPAUGE REGIONAL OFFICE - Jeffrey P. Leonard, Chief Examiner

NYS Office Building, Room 3A10 - Veterans Memorial Highway - Hauppauge, New York 11788-5533
Tel (631) 952-6534 « Fax (631) 952-6530 « Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk counties

NEWBURGH REGIONAL OFFICE - Christopher J. Ellis, Chief Examiner

33 Airport Center Drive, Suite 103 « New Windsor, New York 12553-4725

Tel (845) 567-0858 « Fax (845) 567-0080 - Email: Muni-Newburgh@osc.state.ny.us
Serving: Orange, Putnam, Rockland, Westchester counties

ROCHESTER REGIONAL OFFICE - Edward V. Grant, Jr., Chief Examiner

The Powers Building « 16 West Main Street — Suite 522 « Rochester, New York 14614-1608

Tel (585) 454-2460 - Fax (585) 454-3545 - Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe, Ontario, Schuyler, Seneca, Steuben, Wayne, Yates counties

SYRACUSE REGIONAL OFFICE - Eugene A. Camp, Chief Examiner

State Office Building, Room 409 - 333 E. Washington Street - Syracuse, New York 13202-1428

Tel (315) 428-4192 - Fax (315) 426-2119 « Email: Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence counties
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Division of Local Government and School Accountability

Central Office. Directory

(Area code for the following is 518 unless otherwise specified)

Executive 474-4037
Steven J. Hancox, Deputy Comptroller
John C. Traylor, Assistant Comptroller

Financial Reporting 474-4014
(Annual Financial Reports, Constitutional Limits, Real Property Tax Levies,
Local Government Approvals)

Information Services 474-6975
(Requests for Publications or Government Data)

Justice Court Fund 473-6438
Audits and Local Services 474-5404
(Audits, Technical Assistance)

Professional Standards 474-5404
(Auditing and Accounting)

R ch 473-0617
Statewide and Regional Projects 607-721-8306
Training 473-0005

(Local Official Training, Teleconferences, DVDs)

Electronic Filing
Questions Regarding Electronic Filing of Annual Financial Reports 474-4014
Questions Regarding Electronic Filing of Justice Court Reports 486-3166

Office of the State Comptroller,
110 State St., Albany, New York 12236

email: localgov@osc.state.ny.us

Mailing Address

for all of the above:
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