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Introduction

According to the International Standards for the Professional Practice of Internal Auditing (Standards) and
the Internal Audit Charter (CFC local), the Director of Internal Audit “...must establish a risk-based audit
plan to determine the priorities of the internal audit activity....” The audit plan establishes the framework
for the activity of the El Paso Independent School District’s (EPISD) Internal Audit Department (IAD).

The audit plan should be dynamic and flexible to ensure Internal Audit can be responsive to changes from
unforeseen issues and events during the year. According to Standard 2010 Planning, the Internal Audit
Director “..must review and adjust the plan, as necessary, in response to changes in the organization’s
business, risks, operations, programs, systems, and controls.” Any significant changes required of the plan
will be presented to the Board for approval.

Scope and Objectives

The audit plan covers the period of September 1, 2014 to June 30, 2015. Project objectives proposed in the
plan are in general terms. The specific objective of each audit project is determined by the detailed
assessment of relative risks for the project at the time the project is initiated.

The objective of IAD is to assist the Board, Superintendent, and staff in the effective discharge of their
duties and responsibilities by furnishing them with objective analysis, appraisals, and recommendations.

Responsibilities

The IAD Director is responsible for preparing the annual audit plan and submitting it to the Board for
review and approval. Periodic updates relating to project status, schedules and significant interim changes
will also be communicated and submitted for approval, if necessary.

The Role of Internal Audit

The IAD provides independent, objective assurance and consulting services designed to add value and
improve the District’s operations. It helps the District accomplish its objectives by bringing a systematic
and disciplined approach to evaluate and improve the effectiveness of risk management, control, and
governance processes.

Risk and Fraud Risk Assessment Process

The Risk and Fraud Risk Assessments serve as the primary tools used by Internal Audit to develop the
annual audit plan since they will help us identify and prioritize the potential areas of high risk, so that focus
is placed on the auditable units of greatest significance.

The Risk Assessment process consists of seeking feedback from all District data/process owners in order
to: (1) identify the audit universe, (2) measure the risk associated with each auditable unit in the Audit
Universe, (3) compile and analyze the results, and (4) initiate discussions with department heads on how
these risks should be addressed. The “Audit Universe” is made up of the key processes or functional
activities that are deemed to be auditable units of the District.
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2014-2015 Internal Audit Plan

For the 2013 risk assessment, risk associated with the auditable units was measured using a scale of 1 to 5
for five key risk factors: internal controls, financial impact, change in management/structure, processes or
priorities, regulatory compliance, and complexity of monitoring activities.

To perform the Fraud Risk Assessment we used a tool developed by the Association for Certified Fraud
Examiners (ACFE) and customized it to fit the needs of the District. Fraud examiners use the ACFE’s Fraud
Risk Assessment (FRA) tool to identify an organization’s vulnerabilities to fraud. The we used the FRA tool
to develop questionnaires and sent these to employees from various positions and locations in order to (i)
solicit input from employees to gather their impressions of factors that contribute to fraud risk, (ii) inquire
with data-process owners whether controls and best practices are in place in the various areas of the
District, and (iii) provide evidence of a proactive environment by administration to bring to the forefront
and discuss this sensitive subject. Internal Audit evaluated responses to the FRA tool questionnaires for
potential risks for fraud and to identify areas where policies, procedures, or internal controls could be
strengthened.

Developing the Internal Audit Plan

In developing the annual risk-based audit plan, we reviewed high-risk areas identified during the 2014
Fraud Risk Assessment and 2013 District-wide Risk Assessment. We also considered auditable activities for
which (i) risks were discovered during the performance of our audits or (ii) identified by management as
an area of concern.

We met with the District’s external auditors to discuss areas of concern or high-risk they have identified.
Consistent with our audit planning process, audit approach, and industry practices, we also met with
District leadership to identify potential internal audit plan projects.

The IAD Interim Director reached out to the individual Board of Managers to obtain their input on District
areas of concern they have and discuss potential audit projects.

Because we are confronted with virtually unlimited potential projects with limited resources, it is
important that we determine the staff (chargeable) hours available to carry out the plan. The audit hours
available were calculated by multiplying the number of days on duty times eight hours per full-time
equivalent. After deducting the estimated hours associated with sick/personal leave, staff development,
and administrative tasks, we arrived at the chargeable hours available for audit/project purposes. Please
refer to Attachment C for the calculation of chargeable hours.

Recommended Audit Plan Activities

The projects included in the audit plan were those identified as high-risk, identified by IAD staff as high risk
during the performance of our work, and identified by the Board of Managers as areas of interest/concern
during the Risk Assessment. In addition to the projects selected based on their risk status, audit hours are
also dedicated to follow-up reviews, carry-forward projects, activities required or recommended as best
practices by professional Standards, and administrative tasks related to the day-to-day operations of the
department.

The list of proposed projects, with scope and objectives, is included as Attachment A. The projects are listed
in alphabetical order and are followed by other services to be provided. The planned timing of the projects
and services by quarter with hours allocated is included as Attachment B.
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Attachment B

Internal Audit Activities Quarter 1
.
Assurance Services 1935 61%

Campus Activity Funds 378
Federal Education Program Data 739
Financial and Performance Review (roll
over from FY2014)
Student High Failure Rate Audit 380
Student/Teacher Classroom Ratios 397
Audit
TEAMS User Access Management 41
Consulting Services 60 2%
Asset Management Conversion - 22
Consulting Engagement
Consulting Services 38
Follow-up Services 91 3%
Corrective Action Plan Follow-up 60
Grade and Grade-level Changes Audit 31
Follow-up
Other Audit Services 350 11%
Contingency 184
Ethics and Compliance Hotline 124
Risk Assessment 42
Required/Recommended by Standards 466 15%
Continuing Professional Development 336
Quality Assurance and Improvement 130
Program - Development and
Implementation
Administrative Duties 218 9%
|
Total Hours Scheduled 3,180 100%
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Attachment B

Internal Audit Activities Quarter 2
|
Assurance Services 1942 54%

Attendance Audits 245
Campus Accounting Audit 315
Campus Activity Funds 340
Hiring Process 71
Student High Failure Rate Audit 140
Student/Teacher Classroom Ratios 387
Audit
TEAMS Payroll Audit 108
TEAMS User Access Management 336
Consulting Services 48 1%
Consulting Services 48
Follow-up Services 360 10%
Corrective Action Plan Follow-up 112
Foreign Credits Audit Follow-up 177
Grade and Grade-level Changes Audit 71
Follow-up
Other Audit Services 581  16%
Contingency 224
Ethics and Compliance Hotline 201
Risk Assessment 156
Required/Recommended by Standards 148 4%
Continuing Professional Development 64
Quality Assurance and Improvement 84
Program - Development and
Implementation
Adminisirative Duties 541 15%
.
Total Hours Scheduled 3,620 100%
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Attachment B

Internal Audit Activities Quarter 3
|
Assurance Services 2,588  65%

Attendance Audits 527
Campus Accounting Audit 10
Campus Activity Funds 384
Federal Education Program Data 66
Financial and Performance Review (roll
over from FY2014)
Hiring Process 255
Student/Teacher Classroom Ratios 565
Audit
TEAMS Payroll Audit 729
TEAMS User Access Management 52
Consulting Services 48 1%
Consulting Services 48
Follow-up Services 208 5%
Corrective Action Plan Follow-up 22
Credit Recovery Audit Follow-up 87
Federal Education Program Data 99
Financial and Performance Review
Follow-up
Other Audit Services 469 12%
Contingency 248
Ethics and Compliance Hotline 221
Required/Recommended by Standards 173 4%
Continuing Professional Development 62
Quality Assurance and Improvement 111
Program - Development and
Implementation
Administrative Duties 474 12%
|
Total Hours Scheduled 3960 100%
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Attachment B

Internal Audit Activities Quarter 4
|
Assurance Services 988  65%

Campus Activity Funds 155
Federal Education Program Data 179
Financial and Performance Review (roll
over from FY2014)
Hiring Process 114
Student/Teacher Classroom Ratios 353
Audit
TEAMS Payroll Audit 187
Consulting Services 16 1%
Consulting Services 16
Follow-up Services % 6%
Corrective Action Plan Follow-up 4
Credit Recovery Audit Follow-up 32
Federal Education Program Data 60
Financial and Performance Review
Follow-up
Other Audit Services 156 10%
Contingency 74
Ethics and Compliance Hotline 82
Required/Recommended by Standards 58 4%
Continuing Professional Development 6
Quality Assurance and Improvement 52
Program - Development and
Implementation
Administrative Duties 198 13%
.
Total Hours Scheduled 1512 100%
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Audit Budget Hours

The audit plan covers the period of September 1, 2014 to June 30, 2015.

Attachment C

The audit hours available were calculated by multiplying the number of days on duty times eight
hours per full-time equivalent, then deducting the estimated hours associated with sick/personal

leave.
Days on duty
Professional staff: 191 days (9/01/14-6/30/14) x 8 hours = 1,528 x 6 = 9,168
Professional vacancies: 147 days (11/01/14-6/30/14) x 8 hours = 1,176 x 2 = 2,352
Hourly staff: 186 days (9/01/14-6/30/14) x 8 hours =1,488x 1 = 1,488
Total hours = 13,008
Estimated Sick/personal leave
Staff (> 3 years): 104 hours x 4 = 416
Staff (< 3 years): 64 hour x 5 (includes 2 vacancies) = 320
Total sick/personal leave = 736
Audit hours available = 12,272
Activities in the plan include:
Type of Service Hours Percent
v'Assurance 7,453 61% Audit
v'Consulting 172 1% Services
v'Follow-up 755 6% 819%
v'Other audit services 1,556 13%
v'Required/recommended by professional standards 845 7%
v'Administrative activities 1,491 12%
Total hours allocated = 12,272 100%
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El Paso Independent
School District




BACKGROUND

Risk is a measure of uncertainty in terms of impact and likelihood. Risk is defined as the
“possibility of suffering harm or loss” and it impacts the District’s ability to accomplish its
mission, goals and objectives. A Risk Assessment is recognized as the preferred process for
identifying, measuring, and prioritizing risks based on their likelihood of occurrence and the
magnitude of impact.

The Risk Assessment serves as the primary tool used by Internal Audit to develop the annual
Audit Plan since it will help us identify and prioritize the potential areas of high risk, so that
focus is placed on the auditable units of greatest significance.

SCOPE AND OBJECTIVES

The scope and objectives were to identify, measure, and prioritize risks in the District in order to
(1) bring awareness of the risks in the various areas of the District and (ii) initiate discussions on
how to address the identified risks.

METHODOLOGY

The “Audit Universe” is made up of the key processes or functional activities that are deemed to
be auditable units of the District. The audit universe is developed by first identifying the
operational areas of the District and then identifying the key processes or functional activities
within said areas. The risk associated with the auditable units is measured using a scale of 1 to 5
for each of the following five key risk factors:

(1) Internal controls - This factor measures the quality of the internal controls such as policies,
procedures and monitoring activities to address security of assets, segregation of duties, proper
approvals/authorizations, verifications/reconciliations, accuracy of data, etc. This evaluates
whether controls are in place and working effectively. This factor measures the likelihood of
occurrence.

(2) Financial impact - This considers the overall dollar amount flowing through or committed to
the unit/process from all funding sources (e.g. expenditures, grant amount, revenues
collected/earned). This evaluates the impact of inappropriate activity from a financial
perspective. This factor measures the impact risk.

(3) Change in management/structure, processes or priorities - This evaluates the extent of
changes in the unit and the impact of these on operations. These may include: (i) changes in
administration and/or key employees; (ii) changes in the structure of the department/process; (iii)
new activities/programs; (iv) new business processes; or (v) changes in the District's
priorities/goals. This factor measures the likelihood of occurrence.

(4) Regulatory compliance - This evaluates the complexity and volume of compliance
regulations from outside entities. This includes any potential financial or non-financial penalties.
This factor measures the impact risk.

(5) Complexity of monitoring activities - This factor considers the locations/number of locations

where activities and the monitoring of these activities take place. This factor measures the
likelihood of occurrence.
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After we compiled and analyzed the results, auditable units were categorized based on the risk
scores. We measured the likelihood of the occurrence based on the total scores for factors 1, 3,
and 5 above as follows:

Risk Score of 12 to 15 = High Risk

Risk Score of 9 to 11= Medium Risk

Risk Score of 1 to 10 = Low Risk

We measured the risk impact based on the total scores for factors 2 and 4 (above) as follows:
Risk Score of 8 to 10 = High Risk

Risk Score of 6 to 7= Medium Risk

Risk Score of 1 to 5 = Low Risk

For auditable units with a risk score of high likelihood of occurrence and high to medium impact,
we inquired with the respective data owner(s) to determine how they would mitigate the risks for
these units.

SUMMARY

Exhibit A provides the list of auditable units with a risk score of high likelihood and high to
medium impact and the manner in which the risk will be addressed. The complete results of the
Risk Assessment are presented in Exhibit B.
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Exhibit A

Risk Score Auditable Unit Mitigating Risk by:

High Likelihood/ | Program Access (OCR) — CTE | TEA conducted a review during the 2013 school

High Impact year. The District is working on the Corrective
Action Plan (CAP) to address findings identified.

High Likelihood/ | Financial Services - GL to This entails administrative duties that should not

High Impact Payroll Journal Reconciliation | be performed by IA staff. Data process owner will
continue to monitor. IA staff will be available to
provide consulting services such as testing
controls in TEAMS.

High Likelihood/ | Federal Education Program A project was proposed for the 2013-2014

High Impact Financial and Performance Internal Audit Plan. This project is part of the

Data corrective action recommended in the USDE

report.

High Likelihood/ | Advanced Academic Services | IA project performed and data owner

Medium Impact

GT Compliance Student
Records - includes PEIMS
data quality issues

implemented a CAP during the last two years.
Data owner will continue to monitor risk and
determine whether additional help is needed from
IA for the 2014-2015 school year.

High Likelihood/
Medium Impact

GT Training Requirements &
Records

IA project performed and data owner
implemented a CAP less than three years ago.
Data owner will continue to monitor risk and
determine whether additional help is needed from
IA for the 2014-2015 school year. Note that this is
an area that is tested by external auditors during
the District’s annual financial and compliance
audit.

High Likelihood/
Medium Impact

Pre-AP/AP Course &
Examination Requirements

Data owner will monitor and revisit risk score
during the next Risk Assessment.

High Likelihood/
Medium Impact

Special Populations - CTE
LEP/SPED

TEA conducted a review during the 2013 school
year. The District is working on the CAP to
address findings identified.

High Likelihood/
Medium Impact

Grade and Grade-Level
Changes

A project was proposed for the 2013-2014
Internal Audit Plan. This project is part of the
corrective action recommended in the USDE
report.

High Likelihood/
Medium Impact

Foreign Country Credits
Process

A project was proposed for the 2013-2014
Internal Audit Plan. This project is part of the
corrective action recommended in the USDE
report.

High Likelihood/
Medium Impact

Student Leavers Review

A project was proposed for the 2013-2014
Internal Audit Plan. This project is part of the
corrective action recommended in the USDE
report.

Page 1 of 2




Exhibit A

Risk Score Auditable Unit Mitigating Risk by:
High Likelihood/ | Guidance Services Student Data owner requested assistance. Since [A has
Medium Impact | Transcript Audits limited resources, this project will be considered

when developing the 2014-2015 plan.

High Likelihood/
Medium Impact

Credit Recovery - Excessive
Absences

A project was proposed for the 2013-2014
Internal Audit Plan

High Likelihood/
Medium Impact

Wage and Hour

A project was proposed for the 2013-2014
Internal Audit Plan
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