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Audit Status Report

As of September 1, 2009
State Legislative Audit Activities

Ongoing Activities
The Division of Legislative Audit completed field work on the Distance Education audit in July and conducted an exit conference with UA on July 31, 2008.   This review was focused primarily on the efficiency with which distance education courses are delivered and if technology has been utilized to the greatest extent possible. 

UA submitted their formal response to Legislative Audit by the required deadline.  The response was scheduled for review by the Legislative Budget and Audit Committee on August 14, 2009.  It has been rescheduled for their next meeting on September 28, 2009.
External Audit Reports & Activities

Final Reports Issued:

FY10 Fringe Benefit Forward Pricing (DCAA) – No findings reported.

Alaska One Permanent Fund Dividend Contribution Eligibility (Richards, Johnson and Granberry) – No findings reported.

Work in Progress:
University of Alaska TRS, PERS, and SSA (SOA Department of Administration)

FY07 Incurred Costs for Fringe Benefits (DCAA)

University of Alaska Annual Financial Audit FY09 (KPMG)

UA Foundation and Consolidated Fund FY09 (KPMG)

UA A-133 Single Audit FY09 (KPMG)
College Savings Plan and Education Trust of Alaska Audits (PWC)
FY2010 Annual Audit Plan (Italic Items - have been completed or are in progress)

KPMG External Audit Support
Year-end cutoff
Inventory observation
Cash disbursements & bank transfers

Cash depositories

Auxiliary fund analysis

Unexpended Plant fund addition
Function and System Reviews

MAU Risk Assessments – in progress, this is an ongoing project

Continuous Controls Auditing – in progress, this is an ongoing project
UAA

Procurement
Departmental Review* 
Athletics
Follow-up Audits*
UAF

Procurement
Departmental Review*
Rural Campus Review*
Cash Receipts*
Follow-up Audits*

Travel & Travel Card – in progress from FY09
Athletics Follow-up – in progress from FY09
UAS

Procurement
Departmental Review*
Rural Campus Review*
Information Systems Reviews

Campus IT General Controls*
Rural Campus Information Security*
Banner Program Upgrade Follow-up
Statewide 
Procurement – next in queue
Travel
Follow-up Audits*
Cash Receipts – in progress from FY09
FY2010 Audit Plan Progress

There have not been any changes to the audits scheduled for FY10.  There are a few FY09 audits in the review stage that are close to draft report distribution.  We have a fully staffed department, including a new student intern auditor that was hired for the fall semester.
Update on MAU Risk Assessments

In conjunction with the MAU risk assessments that our department is facilitating, we are also working with the chief risk officer to educate UA staff and leadership on enterprise risk management (ERM).  It is appropriate for Internal Audit to assist with promoting this activity and lend advice on best practices for ERM.  The director for Internal Audit has been providing this assistance with guidance from the Institute of Internal Auditors regarding appropriate auditor roles in ERM.
Our approach has been multi-step:  contact each MAU to schedule time with the chancellor and their direct reports, use this time to host a workshop to explain and discuss ERM, and facilitate an executive-level risk assessment (ERA) with the attendees.  Part of the ERA process is to assign a responsible person or position to the areas identified, and then to determine the best course of action or mitigation.  Suggested next steps for each MAU include performing a risk assessment on the areas that have been identified as higher in risk.  Typically this would be a more detailed risk assessment conducted by a single department’s staff.  The first ERA for FY10 was conducted with great success.
Each MAUs ERA will be presented to the Audit Committee during FY10.  A consolidated version of the risk assessment results will be presented to the full board at the June meeting.  Internal Audit will also be able to use the results to assist with development of the FY11 audit plan.  The ERM process will aid the Board of Regents with their oversight and fiduciary responsibilities by presenting a list of risks, identified and prioritized, by the positions that are most familiar with the business functions.
We plan to continue this approach in FY11 to assist the MAUs, individual departments, and extended sites with their risk assessments, as resources allow.
Other Department Activities

· Update per request at the August meeting of the Audit Committee – GASB 52:

GASB 52 (November 2007) is an accounting standard that requires endowments to report their land and other real estate investments at fair value.  This standard does not apply to the university’s granted lands because they are held in trust in accordance with state statue, i.e. Land-grant Trust Fund, rather than an endowment.  Proceeds from the sale of grant lands are deposited into the Consolidated Fund – an endowment managed by the University of Alaska Foundation.  KPMG has agreed with the university’s position on this matter.

· Quality Assessment Review (QAR) – Progress chart included in reference materials.
· Quarterly Reports – These are sent via email to each member of the Audit Committee, the Board of Regents chairperson, the university’s chief financial officer, and President Hamilton.  While the information is typically covered at Audit Committee meetings, it is important to continue distribution of the report to consistently maintain a historical record.  This also helps the Internal Audit department fulfill reporting requirements to executive management and the Audit Committee.
Final Audit Reports

Three final audit reports were issued since the last time final audits were discussed, in April.

1. UAS Departmental Travel and Travel Card

This was the first audit of travel that included the departmental travel card.
The departments reviewed were in compliance with the travel card program requirements.  One area of improvement was noted as a result of our test work but it was relevant to all travelers, not specific to those using the departmental travel card:

· Preparation of a Travel Authorization form for each authorized traveler.
Our compliance review of travel indicated that management attention is needed in the following areas of travel processing:

· Indicating on the Travel Authorization form that personal travel is included with business travel and inclusion of a comparison itinerary.
· Obtaining signature dates on travel forms by both the traveler and the approver.
· Inclusion of all trip expenditures, regardless of method of payment, on the Travel Expense Reports.
2.  UAS Grants and Contracts Follow-up

This was a follow-up review on a 2006 audit.
UAS has continued to improve their administration of grants and contracts since the 2006 audit.  Four of the six original audit recommendations were closed as a result of this follow-up review.  These recommendations pertained to matching/cost share documentation, correction of a misapplied agency payment, supervisory review and approval of agency billing documents, and review and approval of the grant setup forms to indicate that Banner entry was accurate.

The two recommendations that remain open for future follow-up pertain to signing the award documentation for each grant and contract received to provide evidence of acceptance by the campus, and reviewing the budget information on the grant/fund setup forms to the information entered into the Banner grant module for accuracy.
3.  UAS Departmental Cash Receipts and Accounts Receivable

Our compliance review of these functions at the Housing Lodge (Lodge) and Student Recreation Center (SRC) indicated areas that require management attention. 
Recommendations were made to both departments for maintaining accountability by cashier, processing of checks received by mail, deposit verification by an individual without cash handling duties, maintaining supporting documentation for deposits, timely deposit of funds, , safeguarding of change funds, and recording accounts receivable transactions as expected revenues.
Attention is also necessary for the Lodge in the areas of tracking hand-written receipt book, verification of deposit for issued hand-written receipts, deposit preparation, providing the deposit verifier with a report of daily rental activity to support the deposit amounts, timely processing of laundry revenues, utilizing uncounted laundry revenues as a change fund, reminding that personal check cashing is prohibited, and developing written procedures for collections.
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