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INTRODUCTION
Welcome audit committee members.

This is Module 3 of the LEA Audit Committee training series. This training is specifically for audit
committee members that are serving in local education agencies with more than 10,000 students.
Please make sure you have completed Module 1 and Module 2 prior to participating in this module, as
they provide context for the content of this training.

Utah law requires an LEA audit committee to establish an internal audit program that provides internal
audit services for the programs administered by the LEA, if the LEA has 10,000 or more students. (53G-7-
402, R277-113-4(6)(a))

So, how do you establish an internal audit program?

AUDIT DIRECTOR
As a first step, the LEA board will need to hire an internal audit director.

The "audit director" is the person who directs the internal audit program. One responsibility of the audit
committee is to advise the LEA board in the appointment of the audit director or in contracting for
internal audit services. (53G-7-401(2), R277-113-4(6)(b))

The LEA board, advised by the audit committee, has two choices: 1) you can appoint or direct hire the
internal audit director, or 2) you can contract for internal audit services. If the Board contracts for
services, a representative from that organization will serve as the LEAs internal audit director. (53G-7-
402(3))

The Utah State Board of Education does not recommend one option over the other. LEA boards should
just ensure that they consider which option will provide the best value for their LEA in consideration of
the requirements for the internal audit program.

What does the law say about the program you must create?
First the law states that internal audit is an “independent appraisal activity”. (53G-7-401(5))
The law further requires that the internal audit program must:

(1) be independent of the local education agency offices or other operations, and
(2) objectively evaluate the effectiveness of the local education agency governance, risk
management, internal controls, and the efficiency of operations.

Furthermore, the internal audit program must be conducted in accordance with [professional auditing
standards].

Independence (I1A 1100)

Did you catch that independence was mentioned twice? Independence was covered in Module 1; but, as
a reminder, independence is defined as “the freedom from conditions that threaten the ability of the
internal audit activity to carry out internal audit responsibilities in an unbiased manner.”



In other words, the internal auditor cannot be supervised by LEA administration; they must directly
communicate and interact with the board to avoid conflicts of interest. Remember, an individual
reviewing the work of the LEA administration, who is also supervised by the LEA administration is
technically a monitor, not an auditor, given the definition of independent.

Objectivity
Independence helps ensure that auditors can be objective.

The audit committee must establish an internal audit program that objectively evaluates the
effectiveness of the LEAs governance, risk management, internal controls, and the efficiency of
operations.

This obligation for objectivity is extremely significant and important as it is at the heart of transparency
and accountability. In other words, the internal audit program will help ensure that your LEA is doing
what it says it is doing in every program and with every dollar.

Finally, the internal audit program needs to be done in accordance with professional internal auditing
standards. Remember our discussion about The Red Book and the Yellow Book in Module 1? These are
the professional internal auditing standards that must be followed. These standards include
requirements for how to conduct audits, quality assurance requirements, continuing professional
education for auditors, as well as requirements for the knowledge, skills, and abilities needed to
perform their responsibilities.

So back to the decision—hire or contract? The LEA board makes that decision after considering the
requirements for an internal audit program. And all of this to provide you with information so you can
fulfill your governance responsibilities as a board member.

If you choose to hire an internal audit director, you will appoint that individual similarly to the
appointments of the Superintendent and Business Administrator. Instructions for that process are found
in Utah law, which states:

“(1) A local school board may appoint other necessary officers who serve at the pleasure of the
local school board.

(2) These officers shall qualify by taking the constitutional oath of office before assuming office.’
(53G-4-304(1-2))

’

If you choose to contract for internal audit services, the contracted entity will be considered an “other
local school board officer” that reports directly to the board.

You must follow Utah Procurement Code (63G-6a) and you should ensure that your request for
proposals or competitive bids process includes the requirements in law and rule, such as that they
follow professional standards.

Your internal audit director will become an invaluable asset to your audit committee. They are your
assurance service expert, and they can help support the audit committee in fulfilling its responsibilities.



CASE STUDY

To reiterate what was just discussed, in the Roslyn School District example, discussed in the prior
Modules, one of the recommendations in the audit done by the New York State Comptroller’s Office is:

“The Board should establish an audit committee to perform duties that include: Oversight of the internal
auditor selection process.” (Anatomy of a Scandal p.16-17)

INTERNAL AUDIT POLICIES AND PROCEDURES (IIA 2040)

With your internal audit director in place, you’ll want to work with them to establish necessary policies
and procedures as required by professional auditing standards.

These policies and procedures will help ensure compliance with auditing standards and ensure an
efficient and effective internal audit program.

Necessary policies and procedures will generally include the following:

e Internal Audit Charter

e Risk-based Audit Plan

e Audit and Reporting Processes

e Non-audit services

e External Audit Liaison, and

e Quality Assurance and Improvement

AUDIT PLAN (lIA 2010)

Once the process for developing a risk-based audit plan is in place, the internal auditor can implement it
in collaboration with the audit committee.

Generally, the audit plan should be reviewed and updated at least annually; because it is based on risk
though, it could be updated more frequently. (53G-7-401(3), R277-113-4(6)(d))

Risk

To make sure we are all on the same page about risk— risk is defined as an event that could impact the
achievement of your objectives. So before spending time on risk, please make sure LEA objectives have
been determined.

An audit plan is a prioritized list of audits, based on risk, to be performed by an internal audit program
within a specified period of time.

There are many ways to go about identifying and assessing risks, including consideration of:

e Concerns from hotlines or media

e Board member and administrator observations

e Performance or procedural questions, including from audits done by other LEAs, the state, and
other organizations.



Following the established policies and procedures, risks are included on a preliminary list and are
assessed; the assessment could be high, medium, low, a scale of 1 to 5, a matrix, or whatever works best
for your LEA.

Internal audit should seek input from LEA administration on the risk assessment. Internal audit should
also collaborate with the audit committee on the risk assessment. Based on these discussions the
proposed audit plan is developed.

Audit Plan

The audit plan should outline the high-level scope and objectives of each audit, meaning what questions
is the audit trying to answer. The audit plan should also list the projects in priority order; priority being
based on risk. So, priority #1 is the most significant risk, priority #2 is the second most significant risk,
and so on. The audit plan will also include estimated project timelines and necessary resources to
complete projects.

Ultimately the audit committee will make a recommendation that the board adopt the audit plan with
its prioritized list of projects. The audit committee and board should particularly be aware of resources
and timelines for audits to ensure they can be done in a timely manner to provide information to the
board for decision-making. (I1A 2020)

Also, because the audit plan is risk based, projects may be added or removed by the board as needed
based on risk.

The audit committee should meet regularly, and the meeting agenda should include regular progress
updates on assurance activities, including internal audits and other functions performed by internal
audit. (R277-113-4(6)(e))

When discussing internal audits recall that Objectivity requires that internal auditors do not subordinate
their judgment on audit matters to others.

Audit Updates

Please remember that while an audit is in process, it is confidential; therefore, detail information about
open audits and investigations should be treated as protected until the final audit report is issued.

Also be aware that audits are required to go through a quality review process, where the work and
evidence is reviewed after it is completed. Sometimes the review process will identify additional
guestions to answer, or other information that should be considered from a different perspective, that
could impact a conclusion.

Discussion of on-going audits should generally not take place outside of audit committee meeting. Even
discussions in audit committee should be done with great care and with a reminder that information
about the audit should not be shared until conclusions are finalized in the audit report.

In Module 2 we discussed the audit reporting process. Once the audit report is finalized, if it has been
released, the report can be discussed publicly.



PERFORMANCE EVALUATION

The final steps in establishing and managing the internal audit program include evaluations of the LEAs
internal audit program and the LEA internal audit director.

First the Internal Audit Program (R277-113-4(6)(c), IlIA 1312, Government Auditing Standards: 5.61, 5.62,
and 5.84)

An internal audit program is required to have a peer review or external validation at regular intervals;
under The Red Book standards the review is required every 5 years; under The Yellow Book standards
the review is required every 3 years, though there are exceptions if your internal audit program is
affiliated with certain organizations.

This review will evaluate if the internal audit program is complying with professional standards and offer
suggestions for improvement, but it requires some internal work as well, so you should include it on
your audit plan since it will require internal audit resources. The review can be contracted out, or
internal audit programs at different LEAs can set up an exchange to help complete the required review;
reviewers must meet competency standards though.

For example, state internal audit programs, including the Internal Audit Department of the Utah State
Board of Education, help each other out with this requirement by putting together teams of 3-4
individuals from different state agencies to review other state agencies internal audit programs. This is a
great opportunity to learn about best practices of other organizations.

Next, the Internal Audit Director evaluation

An audit committee must conduct or advise the LEA board in an evaluation of its internal audit director,
whether hired or contracted. To ensure expectations are understood, it will be helpful to establish a
policy and procedure for this evaluation. The policy and procedure may outline requirements for goals,
progress update timelines, as well as the annual formal evaluation. The policy should be specific to if
your director is hired versus if they are contracted.

There are many online resources to help you with this process. Alternatively, you could use a process
similar to the evaluation process used for the evaluation of the Superintendent or School Director and
Business Administrator.

FINAL ITEMS
Finally, a couple of items for you to be aware of with your internal audit program.

Internal audit reports must be available, upon request, to the Chief Audit Executive of the Utah State
Board of Education, the Office of the State Auditor, and the Office of Legislative Auditor General. (53G-
7-402(4))

Additionally, if an LEA audit committee discovers a significant audit matter in the course of its duties
that it does not feel its internal auditor is equipped to handle appropriately, the audit committee should
refer those audit matters to either the Chief Audit Executive of the Utah State Board of Education, the
Office of the State Auditor, or the Office of Legislative Auditor General. (53G-7-402(5))



CONCLUSION
This concludes the final Training Module.

If you have specific questions on this training, please contact the USBE Internal Audit Department at
(801) 538-7813 or audit@schools.utah.gov.

As a reminder, there is also additional information available on our website:
schools.utah.gov/internalaudit.

Finally, if you believe some additional training would be helpful for your audit committee, the USBE
Internal Audit Department is happy to schedule something with you — just give us a call or send an
email.

Thank you for participating!


https://schools.utah.gov/internalaudit
mailto:audit@schools.utah.gov




Accessibility Report





		Filename: 

		Module 3 - LEA Audit Committees (10,000+ Enrollment) - ADA.pdf









		Report created by: 

		Jennifer Tolman



		Organization: 

		Utah State Board of Education, Internal Audit Department







 [Personal and organization information from the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 0



		Passed: 30



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Passed		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

