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Agenda

What will you learn today?

 The Who, What, Why, How and When of an internal audit!
o What is internal auditing?
o Strategic procedures
0 Six key steps

o Important questions



Internal vs. External Audits

INTERNAL AUDITORS EXTERNAL AUDITORS

Typically employed by the organization (unless the Hired by the organization to provide a specific service
function is outsourced or co-sourced) though independent
of the activities they audit

Broad focus: More specific focus:

* Risk management * Accurate financial statements
¢ Corporate governance

¢ Organizational objectives

* Operational efficiency and effectiveness

* Compliance with laws and policies

¢ Accurate financial statements

¢ And more!

Diverse backgrounds & skill sets: Primarily accounting hackground & skills

* Communication skills

* Information technology

¢ Data mining & analytics

¢ Business & industry-specific knowledge
* Accounting skills

Backward-looking & forward-looking Backward-looking



The History
1941 1950 2002 2017
S N
Institute of IIA standards Sarbanes- Revised |IA
Internal issued Oxley standards

Auditors (lI1A)
Established



Internal Audit

The benefits of internal audit:

« Effectiveness and efficiency of operations
« Reliability of financial and management reporting
« Compliance with laws and regulations

« Safeguarding of assets



Internal Audit

Objectivity



Internal Audit Responsibilities

» Assessing controls

* Process review and procedure
improvement

» Testing accuracy

* Improve operations

Promote ethical behavior
Monitor compliance
Investigate fraud
Communicate results
Test corrective actions




Internal Audit Reporting Structure

Board
governance
Internal audit

Executive Finance Program




The Face of Internal Audit

N\

. Dedicated internal audit team

\

. Outsourced Internal audit
/
In-house, limited scope
Internal audit team

/ ;




How to Begin

The internal audit champion




Annual internal audit plan:

 Where to focus efforts

» |dentify discrete projects

* When results will be delivered
 Who will receive the results

* Implement changes
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Risk Assessment

» Brainstorm (financial, systematic, compliance, operational)
o Participation from all areas of your organization
 Rank the risks

e Reuvisit annually




Strategic Procedures - Examples

Cash
Receipts

Payroll
Changes

e Opening the mail

* Receiving cash at
the window

 Rent payments

New employees
added

Terminated
employees removed

Background checks

Debarment checks

* Timely filing of
financial or
programmatic
reports

e Accurate report
information

* Reports reviewed
and retained




Strategic Procedures — Cash Received at the Window Example

REVENUE & RECEIPT
RECEIVABLE PROVIDED DEPOSIT TAKEN TO THE BANK
RECORDED IN DIRECTLY TO

[THE GL L CLIENT [

CASH PAY{MENT ACCEPTED { CASH RECEIPTS { DEPOSIT SLIP
AT WINDOW JOURNAL UPDATED, RECONCILED TO CR
RECEIVABLE RELEASED JOURNAL 14




Strategic Procedures — New Employee Example

HR HIRING HIRING
PROCESS LETTER
(INTERVIEW, RETAINED PAYROLL SYSTEM
REFERENCE ON FILE UPDATED
[ CHECK) L [

|

&
{BACKGROUND/OTHER { RELEVANT FORMS { PAYROLL CHANGE
CHECKS RETAINED ON FILE (W-4, I-9, REPORT REVIEWED

ON FILE ETC.) "




Strategic Procedures — Timely Filing of Reports

TICKLER SYSTEM

CONTRACTS UPDATED TO REFLECT

SIGNED BY CONTRACT REPORTING  REPORTS REVIEWED BY A

APPROPRIATE REQUIREMENTS SECOND PERSON AHEAD
[ PARTY L [ OF FILING

CONTRACT REPORTS [ REPORT AND REPORT
REQUIREMENTS COMPILED AHEAD SUPPORT RETAINED IN
PROVIDED TO PROGRAM OF DEADLINE LINE WITH RETENTION

STAFF POLICY 16




How to Bring it Back to your Organization — The “6” Steps

5. 6. Implement
Communicate corrective
results action

4. Perform 1. Risk
tests assessment

3. Process 2. Audit plan/
map/ focus T
s timeline
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Important Questions to Ask

Do we have appropriate segregation of
1 duties in all transaction cycles?

How have changes to technology impacted
Z our segregation of duties?

Have the processes in place changed as
people have transitioned away or taken on
new responsibilities?

Who should perform the work?

18
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SARAH BELLIVEAU, CPA ROB SMALLEY, CPA, CGMA, CFE

Principal Senior Manager
sbelliveau@berrydunn.com rsmalley@berrydunn.com
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