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Audit Process

» Contract audits vs. internal audits
* Entrance conference

* Fieldwork

* Audit results

* Responses

» Reporting


Presenter
Presentation Notes
The contract auditors will not longer be reviewing cost-share documentation. These are state expenditures which will be reviewed by internal audit.
The contract and internal auditors will contact the districts to request documentation prior to the audit, schedule an entrance conference, and fieldwork dates.
At the conclusion of fieldwork which may or may not be when the auditors are still on site, the results of the audit will be provided and discussed with the district and program staff. The board may go into closed session to discuss audit topics.
Responses are obtained when the audit results are discussed or at the next regularly scheduled board meeting. Responses should include that the district agrees with the recommendation and what corrective will be taken. These responses should be approved in a board meeting and/or through email majority vote.
The contract auditors are required to submit a draft report within one month of the audit results (exit) meeting for our review. Internal audit has a two week deadline unless there are other competing priorities. The drafts go through our internal review process and then the report is finalized and issued.
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Internal Controls

* Control Environment

* Risk Assessment

» Control Activities

* |Information/Communication
* Monitoring


Presenter
Presentation Notes
The control environment is established by the board who is ultimately responsible for all district operations. Board involvement and oversight is critical to ensure the district is in compliance with established laws, policies, and procedures. This is accomplished by accessing risks.

A risk assessment looks at what could happen, how do you deal with it when it happens, and how can we prevent this from happening in the most cost-effective manner. It is important to look for risk in the course of day-to-day business. Risks are mitigated through control activities.

Control activities are policies and procedures developed to detect and prevent risks. Preventative controls deters wrongdoing; whereas a detective control discovers when directives are not carried out. 

Directives should be communicated in a manner that is understood and can reasonably be accomplished with tools provided. Staff should be trained to perform their expected duties. Do not assume someone knows what you expect or how to do something. This needs to be communicated. 

The board’s monitoring function should review the work of the district operations through their regularly scheduled board meetings. This includes financial information, cost-share, personnel actions, etc.
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How can | use this?

* Develop and adopt policies and
procedures

* Increase compliance
* Increase effectiveness and efficiency
* Reduce audit findings


Presenter
Presentation Notes
Developing and adopting policies and procedures necessary to conduct day-to-day business is necessary to ensure directive and consistently carried out. 
Following the established policies and procedures will increase compliance and make the districts more effective and efficient in the performance of their duties. 
This will also lead to a reduction in audit findings when policies and procedures are established to mitigate risks.
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What if | don’'t use this

« Complacency

* Increase audit findings
* Inaccuracies

* Incomplete work

* Unsure of duties


Presenter
Presentation Notes
The most comfortable path is the status quo! That’s the way we’ve always done it.

When you have internal control weakness. It increases the risk for audit findings which includes inaccuracies and/or incomplete work product.

When staff are not trained/informed of what they need to do they are not secure in the quality of their work. Things we hear:
I’m not an accountant
No one looks at this anyway
This is just busy work
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Common Audit Findings

» Cash/Revenue

* Cost-share

* Elections

* Financial Reporting

* Personnel/Payroll

* Missouri Sunshine Law


Presenter
Presentation Notes
These are some areas we have seen recurring audit findings.
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Cash and Revenue

* Unreconciled balances
* Bank reconciliations

* Pre-numbered receipts
* Segregation of duties
* Rental agreements


Presenter
Presentation Notes
Unreconciled balances are carried over and not resolved; some of which are carried over several fiscal years. This makes it difficult and often impossible for the auditors to determine the cause.
Checkbook, Treasurer’s Report and bank statement do not reconcile. Outstanding checks are or are not included in the reconciliation.
Bank reconciliations are not consistently completed and/or signed off as to who completed and who reviewed and when.
Pre-numbered receipts are not used and not consistently given for each transaction.
Duties are not consistently segregated.
Rental agreements are not fully completed and not consistently recorded on an equipment log.
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Cost-Share

Undocumented approvals

Work started prior to approval

Evidence of completion

Maintenance follow-up procedures
Cancellation forms

Abstain from voting on their own practice


Presenter
Presentation Notes
Approvals of contracts, change orders, etc not consistently documented in the board meeting minutes.
Invoices dated prior to contract approval.
No evidence of approved cost-share being completed.
No written follow-up procedures.
Maintenance follow-up completed.
Cancellation forms not consistently on file.
Board member did not abstain from voting on their own practice or that of a family member. This creates a conflict of interest situation.
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Elections

 Centralized file for all election
documentation

* Two candidates for each territory

* Nominating committee not in minutes
* Voters not listed

 Voter eligibility not confirmed

* Times polls open/closed


Presenter
Presentation Notes
There were changes to the CSR. In general, it states the districts are to follow the policies and procedures established by the Commission (District Operations Manual Section V)
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Financial reporting

* Annual reports not reviewed/reconciled
* Quarterly reports not submitted timely

» Bank transactions not in accounting
system

e Transactions misclassified


Presenter
Presentation Notes
Annual Reports are not reviewed and reconciled to the quarterly reports and/or accounting system. Also, not maintained in the financial records.
Bank transactions are not accurately recorded in the accounting system. For example, not recorded at all or recorded for the incorrect amounts. Therefore, unreconciled balances are carried over for several fiscal years.
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Personnel/payroll

 |[-9 and W-4 forms maintenance

* Work schedules in policy

 Hours worked/MOSWIMS timesheet
reconciliations

 Employee earning record reconciliations
* 941 form reconciliations
« Admin grant funds for outsourcing payroll


Presenter
Presentation Notes
Personnel forms such as I-9s and W-4s are not consistently maintained in the personnel files. 
Work week days/times are not defined in the personnel policy. Therefore, it is difficult to determine if compensatory time is appropriately accounted.
Hours worked did not consistently reconcile to the hours entered on the timesheet in MOSWIMS.
Employee earning records not properly prepared.
941s did not consistently reconcile to the employee earnings record.
The administrative grant funds available for outsourcing payroll are not consistently utilized.
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Sunshine Law

District Sunshine Law policy/procedure
Custodian of records

Board meeting notices

Meeting location/absent members
Detail all expenses

Minutes approved/signed

Closed session


Presenter
Presentation Notes
The districts do not have their own Missouri Sunshine Law policy/procedure.
The districts have not assigned a Custodian of Records.
Agenda not included in the meeting notice and/or initialed/dated to show 24 hour notice was given.
Meeting location and absent board members not noted in the minutes.
Expense being approved not detailed or attached.
Minutes not signed by the secretary or another member if the secretary was absent.
Roll call votes not taken/noted in the minutes when going into closed session. 
Voting during closed session and decision not recorded in open session.
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Questions?

Amanda Sifford

Internal Audit

(573) 522-6857
amanda.sifford@dnr.mo.gov
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