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Oetober 26, 2001

The Honorable Rick Perrv, Governor
Members of the Legislative Budget Board
State Auditor’s Office

This report fulfills the requirements set out i V. T.C_ AL, Government, Chapter 2102,
Internal Auditing, Sec. 2102009, ANNUAL REPORT. The report enumerates the activities of
the Office of Internal Audit of Texas Tech University Svstem. It provides information of our
audit plan, a copy of our most recent peer review, a list of completed andits, and a list of our
other activities. Our work was directed toward reliability of information, compliance with laws
and regulations, safegunarding of assets, the economic and efficient use of resources, and the
repored results of operations or programs,

We believe the work of our office has contributed 1o the efficient and effective operation
of Texas Tech University System. During the vear ended August 31, 2001, we completed 46
audits.

For further information about the contents of this report or any internal andit report
mentioned herem, please contact us.

Sincerely vours,

Frances E. Grogan, CPA
Director of Internal Aundit

copies:  Members of the Board of Regents
Dr. David Smith, Interim Chancellor
Texas Tech University System
Dr. David Schimidly, President
Texas Tech University
David South, MDD, President
Texas Tech University Health Sciences Center
Sunset Advisory Commussion
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L AUDIT PLAN 2001

[he annual audit plan for Texas Tech University and Texas Tech University Health
Sciences Center was approved by the Chancellor and Chairman of the Finance and
Administration Commitiee of the Board of Regents on October 18, 2000, Of the thirty nine
audits planned, twenty -two of the audits were completed, five were in progress at vear end, ten
were carried over to next vear, and two were canceled. A full copy of our audit plan for fiscal
yvear 2001 is attached. (Appendix A)

During the year, fourteen unscheduled audits were initiated.  Thirteen were completed
and reported. One of the audits was in progress at vear-end. The special project to be carried
forward 15 of significance in both time commitment and materiality.

['wo deviations from the annual andit plan for the vear ended August 31, 2001, were the
following canceled andits:

. TTUHSC — Cash Control-HSC Library
. TTUHSC — AHIP Fluctuation Analysis

These audits were canceled and not rescheduled at this time because the related risk in
these areas has decreased. Some of the audits being carried over have been combined with each
other or with new risk based audits in order to make better use of internal andit resources.
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Il Peer Review Report

Our most recent peer review, dated August 20, 1999, indicates that the Office of
Internal Audit of Texas Tech University and Texas Tech University Health Sciences
Center complied with the JIA Standards for the Professional Practice of Internal Audit for
the period reviewed. A copy of our report is attached. {(Appendix B)
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V. Report on Other Internal Audit Activities

Activity

Impact

Made presemtations at new emplovee
orientation events

[ncreased the understanding of new
emplovees of Internal Audit’s role in the
University and our interaction with
departmental personnel

Facilitated a management review for a major
system-wide department in the process of a
major restructure

Cunded the department in a systematic self -
assessment in order to lay a sound foundation
For restructure

Served on the search commitiee for an
assistant vice president position

Provided independent verification that the
candidate would meet the position criteria

Made a presentation at the Board of Regent
new member crientation session

[ncreased the understanding of new BOR
members of the role of Internal Audit and our
relationship with the Board and the
University community

Facilitated Cuality Service Training

Contribution to quality service initiative af
Texas Tech University System

Provided voluntary services to professional
organizations. (TACUA & ACUA)

Strengthened professional commitments and
knowledge base,

Consulted on development of automated
information systems

Provided independent verification that the
information systems will meet planned

objectives.

Acted in the capacity of a Board Appointed
Officer in a dispute between a University
department and an outside contractor

Provided an objective third party to facilitate
negotiations

Participated in Leadership Lubbock Program

[ncreased an understanding of the
University’s role in the community

Served on the President’s Congressional
[nternship selection commitice

Contributed to the University s impact in
Washington D, C,

Made a presentation to
undergraduate/graduate Internal Andit Class

[ncreased the understanding of Tuture
professionals regarding audit as a career

choice
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VI. Imternal Audit Plan for Fiscal Year 2002

The annual audit plan for Texas Tech Umversity and Texas Tech University Health
Sciences Center was approved by the Chancellor and Chatrman of the Finance and
Admimstration Committee of the Board of Regents on October 30, 2001, A full

copy of our audit plan for fiscal year 2002 is attached. {Appendix C)
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Appendix A

Internal Audit Plan for Fiscal Year 2001
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Crctober |8, 2000

Mr. Alan B. White
Chairman of the Finance and
Administration Committee
Board of Regents
Texas Tech University
Texas Tech Umiversity Health Sciences Center
Lubbock, Texas

Mr, John T, Montford

Chancellor

Texas Tech University

Texas Tech University Health Sciences Center
Lubbock. Texas

We are pleased to submit the annual plan of the Office of Internal Audit of Texas Tech
University and Texas Tech University Health Sciences Center for the vear ending Aungust
31,2000, The plan addresses audits that are required by statute or administrative policy,
assistance required by external auditars, andits that are currently in progress, and planned
audits based on our assessment of risk. This yvear we have planned tune for our quality
review as required by the Internal Audit Act of 198% We have scheduled approximately
seven percent of our time for assisting management with unforeseen requests, for the
issuance of incident reports and for following up on implementation of prior audit
recommendations.

We appreciate the support vou offer us in the performance of our responsibilities and
formally request that vou approve this plan.

Sincergly,

Frances E. Grogan, CPA
[Drector



Annual Plan Year Ending August 31, 2001

The staff members of the Office of Internal Audit agreed that we should have a
mission

statement that

exhibits the Mission Statement

commitment

made by Texas The Office of Intemal Audit is established as an independent organization
Tech to be the within Texas Tech University and Texas Tech University Health Sciences Center,
institution of The objective of Internal Audit is to provide management and the Board of
chotee for high Regents with

quality students * analysis

and the best * appraisals

institution of * recommendations

higher education * counsel and

in the State of * information

Texas. The result concerning the activities reviewed. These audit activities include reviews of
of our administrative and accounting imternal controls and the assessment of quality
contemplation is of performance. Internal Audit 15 commtted o providing the University and
a mission Health Sciences Center with guality service.

statement that

emphazizes quality service provided by members of internal audit for the benefit of the Board
of Regents and management of both institutions.

The goals of the Office of Internal Audit are outlined in Texas Tech University OF 71.02 and
Texas Tech University Health Sciences Center OF 04.01.

Goals of the OlTice of Internal Aundit

¥ Reviewing and appraising the soundness ¥ Appraizing the quality of management’s
adequacy, and application of accounting, financial performance in carrving oul their assigned
and other operating controls and promoting responsibilities.

effective control at a reasonable cost.
* Recommending procedures that would

* Ascertmning the extent of comphance with state improve the economy and efficiency of
ang federal law and with Board of Regents and operations

Operating Policies and Procedures

* Participating i system design as an advisor
® Ascertmning that University and University

Health S3ciences Center assets are being * Testing for evidence of fraud, embezzlement,
adequately accounted for and safeguardad theft, waste, etc., in the performance of
from losses. auditing proceduras.

¥ Determiming the adequacy, reliability, and
effectiveness of accounting and reporting
syslems,

Accomplishment of these goals should assure an effective internal audit program for both
institutions, These goals are reviewed by the members of the staff of internal audit periodically.



Annual Plan Year Ending August 31, 2001

Performance Measures

We have mstituted a continuous quality improvement/control effort required by internal auditing
standards. We evaluate the quality of our services by:

s answenng a self-assessment questionnaire at the end of each of the three phases inherent in
every audit (planning, fieldwork, and reporting).

¢ providing our clients the opportunity to express their level of satisfaction with the services we
have provided them; and

& measuring our
performance
against
predetermined
benchmarks PLANNING PHASE FIELDWORK PHASE

that we helieve

will encourage I Timeliness of

excellence 1. The sk analysis, completion of fieldwork
audit objoctives, and audit 2. Proper communication with
plan approvid elient during Heldwork
2 The mudit objectives and 3. Documentation of
plan wene reviewed with the changes made 1o preliminary
These audit team members planming during the engagement

performance

3. The client informed of 4. Professiomalism mainiained
Imeasures ane
listed in the
illustration to the

right.

of the audit objectives throughout the engagement.

PERFORMANCE
MEASURES

I Fully documented findings,

2 Inclusion of all relevant
findings with constructive
recommendations,

3. Delivery of final report to
the client by an agreed

upon date

REPORTING PHASE




Annual Plan Year Ending August 31, 2001

Allocation of Time

In accordance with the Internal Audit Act (V. T.C AL Government, Sec. 2102005 (1),
2102007 (2), and 2102.008), we have prepared this audit plan using risk assessment technigues.
To facilitate the planning. we developed a list of potential audit units using the University and
Health Sciences Center’s telephone books, annual financial reports, and organization charts.
Mext, we determined the relative weights of the following seven significance factors:

Public and Management [nterest

e  Complexity of Operations

e  Cuality of and Reliance of Internal Controls
e Management's Abilities

e Change in Svstems, Processes, or Procedures
Materiality of the Potential Loss

Time Elapsed Since the Last Audii

A descriptive value between 0 and 3 was assigned to each significance factor for each
potential audit. A weighted average was calculated and used to sort the potential audit units
relative to their calculated risk. The detail analysis of the various potential audits can be found in
the Appendix. From this List, the planned andits were selected and an estimate of time to perform
each audit was assigned.

We determined our allocable chargeable time to be 153,329 hours. From this time, we
subtracted 1,320 hours we estimate are needed to perform required audits, external audit
assistance, and other required projects and 2,972 hours we estimate are needed to complete fiscal
vear 2000 audits in progress. We have set aside approximately 20% of our time (4,437 hours) for
unscheduled work 1o be determined by requests, incident reports, follow-up on the
mmplementation of our recommendations, and other special projects. The remaining 6,780 hours
were allocated to the andits determined through the risk assessment process and o provide broad
coverage over a five vear period. Pages 9-13 include schedules, lists and graphs detatling this
information.



Annual Plan Year Ending August 31, 2001

Long Range Planning
g g

In order to provide broad systematic andit coverage to the University and Health Sciences
Center, we have devoted a portion of our time for audits of the colleges and schools of the
University and selected operations of the Health Sciences Center. Our five vear plan 1s presented

below.
TEXAS TECH UNIVERSITY TEXAS TECH UNIVERSITY
HEALTH SCIENCES CENTER
G7-08 College of Engineering Practice Management Review -
College of Human Sciences See page O for breakdown
G8-59 College of Arts and Sciences Basic Sciences Departments
Practice Management Review -
See page O for breakdown
GG-00 College of Education School of Pharmacy
Graduate School
i College of Business Practice Management Review -
Administration See page 6 for breakdown
School of Law
01-02 College of Agriculture Practice Management Review -
College of Architecture See page 6 for breakdown




Annual Plan

Year Ending August 31, 2001

Round 1
'Y 1995
Amarillo

Round 2
Y 1999
Amarillo
Oh/Gyn

Pediatrics

Texas Tech University Health Sciences Center
Medical Practice Review

'Y 1996
Lublbock

Y 2000
Amurillo

El Paso
Ob/Gwn
Orthopaedics
Radiology
Meuropsvchiatry

Luhbock
ObGwvn
Orthopaedics
Radiology
Meuropsvchiatry

(ddessa
ObGvn

Cyclical Plan

'Y 1997
El Paso

Y 2001
Amarillo
Family Med
Business (Mfice

El Paso
Family Med

Business Office

Lubhock
Family Med
Business Office

(didessa
Famuly Med
Business Office

'Y 1998
(dessa

'y 2002
Amarillo
[nternal Med
Psychiatry

El Paso
Pathology
[nternal Med
Ophthalmology
Emergency Med

Lubbock
Pathology
[nternal Med
Ophthalmology

(dessa
[nternal Mad

'Y 2003
Amarillo
Surgery

Pediatrics

El Paso
Anesthesiology
Pediatrics
Surgery

Lubbock
Anesthesiology
Surgery
Dermatology
Pediatrics

Odessa
Pediatrics



Annual Plan Year Ending Augusi 31, 2001

Scope of Work

The scope of internal auditing should encompass the examination and evaluation of the
adequacy and effectiveness of the organization’s system of internal control and the quality of
performance in carrving out assigned responsibilities.

<=

Reliability and Integrity of Information - Internal auditors should review the
reliability and integrity of financial and operating information and the means used o
identify, measure, classify, and report such information.

2 Compliance with Policies, Plans, Procedures, Laws, and Regulations - [nternal
auditors should review the systems established 1o ensure compliance with those
policies, plans, procedures, laws, and regulations which could have a significant impact
on aperations and reports and should determine whether the organization 1= in
compliance,

<=

Safeguarding of Assets - [nternal auditors should review the means of safeguarding
assets and, as appropriate, verify the existence of such assets.

2 Economical and Efficient Use of Resources - Internal auditors should appraise the
cconomy and efficiency with which resources are emploved.

<=

Accomplishment of Established Objectives and Goals for Operations or Programs
- Internal auditors should review operations or programs to ascertain whether resulis are
consistent with established objectives and goals and whether the operations or programs
are being carried out as planned. '

For each andit, during the planning process, we will determine the scope of work to be
performed on the audit using the standards noted above. Our scope will be based on a risk
assessment conducted during the planning phase of the audit, We will conduct an entrance
conference and/or provide an engagement letter in order to communicate the scope and objectives
of our audit to the management personngl involved.

Institute of Internal Auwditors, Ine, Codification of Standards for The Professional Practice of Intermal Auditing. | Alamonts Springs: The
Institute of Internal Auditors, Ine | 1997, Pp 829




Annual Plan Year Ending August 31, 2001

Audit Process

Internal andits are performed in three phases: Planning, Figldwork, and Reporting. As
indicated earlier, the success of our efforts is monitored through the completion of self~evaluation
questionnaires and the compilation of information to monitor our achievement of performance
measures. We believe it i1s important that our process is understood. To document the procedures
normally employed i the performance of an audit, we have prepared the following illustration.

AUDIT PROCESS

PLANNING: FIELDWORK:
'° ﬂul:ﬁcl Audit :l.L'.é]l'I'I . * Perform Analvtical Review
* Perform Preliminary Evaluation * Document and Evaluate Internal
and Survey Controls
* Communicate With Client * Perform a Walk-Through of
* Development Audit Scope and Objectives Transactions and
* Document Anticipated Outeomes f—i Limited Testing
* Hold Opening Conference * Develop and Perform Detailed Testing
* Prepare Audit Program * Perform other needed audit procedures

REPORTING:

Document Conditions

Develop Findings and
Recommendations

Communicate with Client
Management

Prepare Formal Report

Obtain Management Response

Hald Closing Conference

Ewvaluate Audit Performance

Follow Up on Significant Findings




Schedules and Graphs

Texas Tech Ur'Ii'l.l'b.‘-.!l‘E.-it3|I
Texas Tech Universih_.r Health Sciences Center
Office of Internal Audit

Time Budget Summary - Available Hours
Year Ending August 31, 2001

Vacation, CPES
Sick Leave, Staff

Position Total & Holidays Meetings  Available % Chargeable Administration Chargeable
Director 2,080 240 310 1,530 30% 1,0M 459
Assistant Directar 1,700 160 190 1,350 B0% 270 1,080
Assistant Diirectar 2,080 230 220 1,640 B0% 328 1,312
Audit Manager 2080 230 140 1,720 50% 172 1,545
Manager - Special Audiis 2,080 230 140 1,720 90% 172 1,545
Benior Auditor 2080 570 110 1,400 93% 38 1,302
Senior Auditor 2,080 230 110 1,750 93% 122 1,625
Staff Auditor - 1l 2,080 230 110 1,750 95% ar 1,663
Staff Auditor - I 2080 240 110 1,750 95% &7 1,663
Staff Auditor - 1 2,080 230 110 1,750 95% ar 1,663
Staff Auditor - 1 2,080 230 110 1,750 95% a7 1,663

22500 2,730 1,660 18,110 Z.581 15,523




Texas Tech University

Texas Tech University Health Sciences Center

Otffice of infemal Auckt
Abocation of Avaiahle Hows
Year Ending August 3, 2001

Allocated Time
Requirad Auditz 1,320
Prior Year Audis in Progress 2472
Planned Audits §,780
Follos Lipz and Special Progcts 4457
\acation, Sick Leave, Holidays 2730
Siaff Mestings, CE 1660
Adminkstration 25081
22500
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Texas Tech University
Texas Tech University Health Sciences Center
Office of Internal Audit
Requried Audits, External Audit Assistance, and Other Required Projects
Year Ending August 31, 2001

Budgeted
Audit Area Hours Comments

Required Audits and External Auditor Assistance

KTAT-TV 250 CPB Audit

KOHM-FM 150 CPB Audit

Texas Tech University Foundation 120 Annual-External Auditor Assist
Athletic Departmant Financial 240 Annual-External Auditor Assist
Statewide Single Audit-Bands Payable 60 State Auditor Reguest
Chancellor and Regent Travel 80 Annual-External Auditor Assist
The Institute of Environmental and Human Health 240 Annual-External Auditor Assist
Coordinating Board Requirements 200 Annual

Total Required Audits and External Audit Assistance 1,320



Texas Tech University

Texas Tech University Health Sciences Center
Office of Internal Audit
Prior Year Audits In Progress
Year Ending August 31, 2001

Remaining
Budgeted
Audit Area Hours

TTU Callege of Education a0
TTU Graduate School 550
TTU Athletic Host, Inc. Contract &0
TTUHSC Practice Review - Lubbock 120
TTUHSC Practice Review - Odessa 100
TTUHSC - Cash Controls - Practice Income Plans 100
TTUHSC -School of Pharmacy 20
TTUHSC Managed Care/TDC) 20
TTWTTUHSC - Cash Recaipts 350
TTWTTUHSE - Payables, Purchasing 800
TTWTTUHSE - Preperty Inventory Department Management Audit 12
System - Davelopment 800

Total Camyover Audits

24972
I



Texas Tech Universtiy
Texas Tech Universtiy Health Sciences Center
Cfice of Internal Audit
Planned Audits
Year Ending August 31, 2001

Budgeted

Audit Area Hours

Texas Tech University
College of Business - Five Year Plan 700
International Culture Canter 360
University Center Food Senvice (Housing and Dining) 250
School of Law - Five Year Flan 550
Athletic NCAA CompBance 500
Physical Plant 300
Athletic Eligikility Testing 120
Student Management Investment Fund 120

I I Injversity Health Sci c

Cash Control - H3C Library G0
Managed Care Contracts / TDCJ 400
Practice Management Review (all campuses):

Family Practice, Business Office 1.440
AHIP - Fluctuation Analysis a0
KIP - Flucutation Analysis a0
Compliance Office 240
Cash and Investments -yearend procedures 80
Cash and Investments - General Fund Controls 120
Financial Aid 480
Communication Services 520
Facilities Planning & Construction Consulting 360

Total Planned Audits 6,780



Risk and Analysis

TEXAS TECH UNIVERSITY - TEXAS TECH HEALTH SCIENCES CENTER

RISK ANALYSIS
2000 - 2001
25 0.7 1.2 0.7 0.7 0.8 .4

INTERES TICOMPLEXITY]INT CONTRL|  ABILTY | CHANGES MATERIALITY LAST AUDIT
Athletics (MCAS Compliance) TTU 5 5 5 [ 5 5 4| 4.9428
Compliance Offics TTUHS 5 5 4 i 5 5 5| 47286
Communication Services TTU 5 5 5 ] 4 3 4 46142
Facities and Confruction TTU 5 5 ] 4 5 5 2] 4.5571
Student Managed Investment Fund TTUu 5 3 5 5 4 3 5 44714
Dievelopment System 5 4 ] [ 4 5 1] 4.3000
Housing and Dining TTU 5 5 3 4 4 A 4 42887
Cash & Investments Baih 5 5 3 3 4 5 3 42429
Financial Aid TTU 4 5 d [] 3 5 5 41714
Accounting Services Both 5 5 3 3 3 5 E] Il REFE]
Financial Aid TTUHS 5 ] 3 3 3 5 4] 4.1000
Law Library TTu 5 3 d [] 4 2 d 40286 |
Ciffice of International Affairs TTU 5 4 4 4 3 3 2
Lirary TTUHSC] 4 3 5 [ 4 Z 5] 4.0000
University Canter Ty 4 4 5 5 3 3 3 40000 |
Junction Center TTU 3 3 ] 4 5 2 5] 3.4T14
Frxed Assels System 3 4 5 5 2 3 1] gag8s |
Endowments TTUHS 3 [l 3 [] 3 [l 2 22571
Canter for Professional Development TTU 4 2 3 3 2 3 4] 3.2143
Fhysical Plant TTU 3 4 3 3 2 4 4 24714
Egual Opportunities Employment TTU 3 2 4 i 1 4 4 21429
Caontinuing Educaton TTU 3 3 3 3 5 3 2] 31428
[MPIF Fisk IManagement-Self Insurance JTTUHS 4 A 2 1 1 5 2 20571
Fresident's Office TTU 2 3 3 L] 5 3 5 30571
Research Semvices TTU 3 4 3 2 1 4 E|lFYITEN
Academic Computing Ty 2 4 3 2 3 2 4 SIRST |
Gramts and Contracts Accounting TTU 3 3 3 3 1 3 2| 27428
Sponsored Programs TTUHS 3 4 3 2 1 3 2| gIdg0 |
Ciepartrment of Information Resources TTUHS 2 3 3 3 4 4 1] 27428
Environmentzsl Health and Safety TTU 2 2 3 3 3 3 5 L6571
Adminisirative Computing TTU 2 3 2 2 5 3 4




TEXAS TECH UNIVERSITY - TEXAS TECH HEALTH SCIENCES CENTER

RISK AMALYSIS
2000 - 2001
25 0.7 1.2 0.7 0.7 0.8 .4
INTERES TICOMPLEXKITWINT CONTAL | ABILTY | CHAMGES JAATERIALITY LAST AUDIT
Student Business Services TTU 2 i 2 2 2 5 3| 26000
Traffic and Parking TTU 2 2 2 4 4 3 3| 25014
Budget TTU 2 3 3 2 2 4 3 EEE0
Educational Media - Health MNet TTUHS 2 3 [ [ 1 2 2| 25429
Institute fo Environmental & Human Health JBoth 3 3 1 2 2 3 1 23420 |
HEAF Funds Both 2 2 2 2 2 3 4| 22IBE
Admissions and Records TTU 2 2 2 3 2 2 3 21571
Graduate Admissions TTU 2 2 3 3 1 1 3 ]
Contracts and Risk Management TTU 3 1 1 1 1 3 4] 21143 |
Bursar TTUHS] 2 4 1 1 1 4 3 ]
University Press TTU 2 2 3 3 2 1 1] 21000 |
Academic Facilities TTU 2 2 3 2 [1] 2 4 2085t |
Folice TTU 2 2 3 2 1 2 2 20714 |
Fresident's Office TTUHS] 2 2 3 2 1 1 4] 20714
Budget TTUHSC] 2 3 1 1 1 4 40 20744 |
Student Services & Registrar TTUHS 2 2 2 2 2 2 3| 2.05T1
Space Management TTU 2 2 2 2 1 2 4 0143
Space Management TTUHS 2 2 2 2 2 2 2
iSeneral Counsel System 2 2 2 2 1 1 5] 1.9571
Copy & Mail Services TTUHSE 1 2 2 2 4 2 4 571
Caresr Flanning and Placerment TTU 1 2 3 3 1 1 5 8714
Sovernment Relations System 2 1 1 1 1 3 5] 1.8143
Mew Student Relations TTU 1 2 2 2 2 3 3
University Computing TTU 1 1 ] 3 3 1 2] 1.8000
Flant Sarvices TTUHE 1 2 3 2 1 1 L]
University Counseling Center TTU 1 1 3 3 2 1 2
Liorary TTU 1 3 2 2 1 2 3] 1.7000
Ranching Heritage Center TTU 1 2 3 3 [i] 2 1 571
Lubbock Central Stores TTUHE 1 2 2 2 2 1 df 16429
Student Health Services TTUHS 1 2 2 2 2 1 3
Museum TTu 2 1 1 2 il 2 1 135714
TEXAS TECH UNIVERSITY - TEXAS TECH HEALTH SCIENCES CENTER
RISK ANALYSIS
2000 - 2001
25 0.7 1.2 0.7 0.7 [il] .4
INTERESTCOMPLEXITYINT CONTRL|  ABILTY | CHANGES JAATERIALITY LAST AUDIT
Training Department TTU 1 1 2 2 1 2 4] 1.55T1
Funds Held for Custody TTU 1 1 3 2 1 1 3
Student Publications TTU 1 1 3 2 1 1 3
Recreational Sports TTU 1 2 3 2 1 1 1 1.5428
Safety Services TTUHSJ 1 2 2 2 1 1 4
Official Publications TTU 1 1 2 1 1 3 3] 1.5143
Mews and Publications TTU 1 1 1 1 1 ] d
Cean of Students TTU 1 2 1 1 1 3 d
Office of Quality Service TTU 1 i 2 1 1 2 4] 1.4571
Attorney for Students TTU 1 1 2 2 1 1 3
Learning Center/lPASS TTU 1 1 2 2 1 1 3| 1.3857
Print Tech TTU 1 i 2 2 1 1 3
Central Warehouss TTU 1 i 1 2 1 2 3 J LB
Cistance Learning TTU 1 2 1 1 1 2 3| 1.3286
Ingtitutional Research TTU 1 1 2 1 1 1 3
|Mail Tech TTU 1 i 2 2 [1] [1] 3 1.1714




VIIl. Appendix B — Peer Review

Texas Tech University and
Texas Tech University Health Science Center

Quality Assurance Review
For
The Internal Audit Department

August 20, 1999

Performed by:

Robert Rubel, CPA, ClA, CISA,

Director of Internal Audit

The University of Texas Southwestern Medical Center
at Dallas

Bill Jones, MBA, CIA
Director of Internal Audit
Eastern New Mexico University

Kathy Burgmeier
Director of Internal Audit
The University of Montana



August 20, 1989

Alan White

Board Chairman, Finance Committee

Texas Tech University and

Texas Tech University Health Sciences Center
P.O. Box 41104

Lubbock, Texas 79609

Subject: Report of Quality Assurance Review for the Internal Audit Department

Dear Mr. White:

At your reguest, we have conducted a guality assurance review of your Internal Audit
department. We reviewed for compliance with The Institute of Internal Auditors’ Standards for
the Professional Practice of Infernal Auditing and based our review on the Association of
College and University Auditor's Quality Assurance Review Handbook.

The review was performed by persons independent of your Intermal Audit depanment and
coveraed audit work performad during the period of September 1, 1997 through March 31, 1999,
The last day of our fieldwork was May 19, 19899, The scope of the review was restricted to
reviewing selected documents, reviewing Internal Audit Reports issued during the review perod,
conducting a survey, reviewing the work papers of a sample of audit projects, interviewing key
University medical center personnel, and interviewing Internal Audit Department staff.

Eased on the scope of our review, we determined the Internal Audit Department did comply, on
an overall basis, with all five |14 Standards for Independence, Professional proficiency, Scope of
Work, Performance of Audit Work, and Management of the Internal Audit Department.

The attached report provides additicnal information with recommendations we believe further
enhancements will enhance the efficiency and effectiveness of your internal audit function.
Included within the text of the report are managemeant's response from the Director of Internal
Audit, Frances Grogan.

\We appreciate the cooperation and assistance provided to us throughout the course of our
review. All individuals interviewed offered candid and constructive comments. Please let us
know if you would like us to review with you further details pertaining to any of the information in
the attached report.

Sincerely,

Robert Rubel
Peer Review Team Leader



TTU and TTUHSC
Internal Audit Department Peer Review

INTRODUCTION

The Standards for the Professional Practice of Internal Audiling (Standards). issued by
The Institute of Internal Auditors {I1A), reguire Internal Audit departments to develop and
maintain a guality assurance program 1o ensure the quality and credibility of their work.
(See Appendix A for a complete set of the Standards) According to the llIA, a
comprehensive quality assurance program includes the following elements:

- Ongoing supervision of internal audits.
- Pericdic internal reviews of the work of the Internal Audit department.
- Pericdic external or peer reviews of the work of the Internal Audit department.

This report presents the results of a peer review covering TTU and TTUHSC Internal
Audit department activities for the period September 1, 1987 through March 31, 1999
The review was performed by Robert Rubel, Director of Internal Audit - The University
of Texas Southwestern Medical Center at Dallas; Bill Jones, Director of Internal Audit -
Eastern New Mexico University, and Kathy Burgmeler, Director of Internal Audit - The
University of Mentana

OBJECTIVES

The primary objective of this review was to determine whether the Internal Audit
department was in compliance with the Standards established by the llA and the Texas
Internal Audit Act which requires a periodic comprehensive external peer review. A
secondary cbjective was to foster the sharing of experiences, ideas, and approaches
with managers of other Internal Audit departments, in order to provide additional
recommendations for improving the internal audit function at Texas Tech University and
Texas Tech University Health Science Center.

SCOPE

The scope of our review was limited by the allotted time of the external reviewers. \We
allocated & hours of advance preparation, 2.5 days on site, and 10 hours of post review
report preparation and finalization. The scope of our review included, but was not
limited to the following:

- Reviewing the general information and requested background documents
received from the Internal Audit Department.

- Administering a survey to over 26 department managers from departments or
functions that were audited during the period under review.



TTU and TTUHSC
Internal Audit Department Peer Review

SCOPE (continued)

- Interviewing selected senior management officials, chair of the Audit
Committes, all members of Internal Audit staff, the director and her assistant
directors.

- Selecting and examining the work papers of four representative audit projects
completed during the period under review.

CONFERENCES

We held numerous conference calls and in-person meetings with the Director of Internal
Audit and other officials throughout the course of our review. As a group, the members
of the Peer Review Team jointly shared our experiences, approaches, and other
insights to be considered in further improving the work of the internal audit function and
related processes at Texas Tech University and Texas Tech University Health Science
Center.

CONCLUSIONS

Based on the scope of our review., we determined the Internal Audit Department at
Texas Tech University and Texas Tech University Health Science Center:

Did comply, on an overall basis, with the A Standards for Independence,
Professional Proficiency, Scope of Work, Performance of Audit Work, and
Management of the Internal Auait Department.

This overall evaluation was derived from our review and separate evaluations of each of
the five general and 25 specific standards that comprise the [IA Standards, and was
limited to the scope of our review.

OBSERVATIONS AND RECOMMENDATIONS

Following are the observations of the review team as they relate to the five general I1A
Standards: Independence, Professional Proficiency, Scope of Work, Performance of
Audit Work, and Management of the Internal Auditing Department. For each standard,
the review team identified the conditions observed and, where appropriate, made
recomnmendations for enhancing the efficiency and effectiveness of the internal audit
function.



TTU and TTUHSC
Internal Audit Depariment Peer Review

OBSERVATIONS AND RECOMMENDATIONS (continued)

100.

200

INDEPENDENCE - internal Auditors should be independent of the activities they
audit.

Scope and Observations.

We examined the relevant crganization charts, Audit Committee and Internal
Audit Department Charters; interviewed the Audit Committee Chair, the
Chancellor of the University, the Presidents of the University and Health
Sciences Center, and reviewed Audit Committee meeting agendas.

The Internal Audit Department reports functionally to the Chair of the Audit
Committee, and administratively to the Chancellor of the University. On an
annual basis the Chair of the Audit committee and the Chancellor evaluate the
performance of the Audit Director. The Department's charter, the Department’s
freedom from operating duties, regular meetings with the Chancellor and with the
Audit Committee, all contribute to the independence and objectivity of the internal
audit process.

In our opinien, the Internal Audit Department has complied with the 1A Standards
on Independence.

No Recommendations in this area

PROFESSIONAL PROFICIENCY - Internal Audits should be performed with
proficiency and due professional care.

Scope and Observations.

We examined the Internal Audit Department organization chart and supporting job
descriptions. We interviewed all Internal Audit staff members and reviewed their
resumes, backgrounds, performance appraisals, professional development
records, and personnel files. We considered the increasing external regulatory
demands, compelitive healthcare delivery environment, and ever changing
information technology complexities of a leading academic medical cenler and the
set of Internal Audit staff proficiencies and core competencies that must be
present for the Department to effectively execute its charter.



TTU and TTUHSC
Internal Audit Department Peer Review

OBSERVATIONS AND RECOMMENDATIONS (continued)

200.

PROFESSIONAL PROFICIENCY (continued)

Overall, we identified a wide degree of experience among the auditors with strong
working knowledge in clinical billing and related healthcare delivery processes, in
financial and compliance areas including but not limited to contracts and grants,
cash and investments, bonds, NCAA, and various departmental processes. In
addition, we noted that the audit department had five auditors with a Certified
Public Accountant (CPA) designation, four of these have masters level degrees.
Two of the previously mentioned CPA's also had a Certified Fraud Examiner
(CFE) designations. Of the remaining six positions, two in the department have
taken the Certified Internal Auditor (ClA) exam and there are two open positions.
There are currently no CIA's or Certified Information Systems Auditor on the staff.

In cur opinion, the Internal Audit Department has complied with the IIA Standards
on Professional Proficiency and the staffing s adequate to perform the work that
needs to be performead.

Recommendation #1 Section 220 - Knowledge, Skills, and Disciplines.
Encourage staff to prepare for and test for the CIA exam.

We recommend the Director continue to encourage staff to prepare for and
test for the CIA examination. The body of knowledge that is necessary for the
prefessional practice of internal auditing is covered in the |l1A standards and in
the material that is tested. A department review session could be established
lo prepare auditors for the exam, and this review process would provide
continuing professional education (CPE) requirements for the staff.  Also, this
would provide core training areas for new staff that would include audit
evidence, report writing, sampling, efc.

Internal Audit Response:
The Director will definitely continue to encourage staff to prepare for and
test for the CIA examination as well as other professional certifications
Two staff members are conditioned at this time in the examination process.
| will consult with them on the type of review a candidale might find
beneficial.



TTU and TTUHSC
Internal Audit Department Peer Review

OBSERVATIONS AND RECOMMENDATIONS (continued)

200.

300.

400.

PROFESSIONAL PROFICIENCY {continued)

Recommendation #2 Section 230 - Supervision. Utilize time reporting on
current projects.

The department had utilized a time reporting system in prior years, however
the current projects do not have weekly time reports submitted for supervisor
review. \We recommend the allocation of audit hours on projects be tracked to
ensure that audit resources are being utiized in the most efficient manner.

Internal Audit Response:
The department has recently implemented a new time keeping system
which will allow us to monitor projects on an ongoing basis.

SCOPE OF WORK - The scope of internal auditing shouwld encompass the
examination and evaluation of the adeguacy and effectiveness of the
organization’s system of internal confrol and the quality of performarnce in carmying
out assigned responsibiities.

Scope and Observations: Ve reviewed the audit risk assessment process,
including discussions with senior management, used to prepare the annual and
five-year audit plans. This planning process defined the audit universe,
considered materiality factors, reliance on controls, and changes, efc. The plans
were reviewed and approved by the chair of the finance committee, and the
Chancellor. Progress of the audit plan was periodically reviewed by the Finance
Committee of the Board of Regents.

The Internal Audit plans for the past two fiscal years have given sufficient
coverage to the five key areas specified by the |lA Standards: 310 Reliability and
Integrity of Information; 320 Compliance with Policies, Plans, Procedures, Laws,
and Regulations, and Contracts, 330 Safeguarding of Asset, 340 Economical and
Efficient Use of Resources; 350 Accomplishment of Established Objectives and
Goals for Operations or Programs.

In our opinion, the Internal Audit Department has complied with the 1A Sfandards
on Scope of Work.

No Recommendations in this area

PERFORMANCE OF AUDIT WORK - Audit work should include planning the
audif, examining and evaluating information, communicating resulls, and
following up.



TTU and TTUHSC
Internal Audit Department Peer Review

OBSERVATIONS AND RECOMMENDATIONS (continued)

400.

PERFORMANCE OF AUDIT WORK (continued)

Scope and Observations: We reviewed all Internal Audit Reports issued during
Fiscal years 1988 and 1989 to date. In addition, we selected and reviewed the
working papers of four audits that were completed during the period under
review.

We noted several areas for improvement that appear to be addressed in the
departments revised Internal Audit manual. Specifically, in the area of finding
sheet development, report writing, and in scheduling a closing conference with
the auditee.

In our opinion, the Internal Audit Department has complied with the 1A Standards
on Performance of Audit Work.

Recommendation #3, Section 430 - Communicating Results. Strengthen
Written Communications to Management.

We recommend Internal Audit personnel follow the revised audit manual's
process for finding sheet development that include all essential elements of a
finding sheet. This will strengthen the development of recommendations from
the department to the auditee. In addition, the audit report format in the
revised manual provides the reader with a sense of the scale of operations
under review, and gives clarity on cause, effect, and risk exposure/impact of
each finding. The department's audit time could be added to the report so that
the committes is informed of the time spent on each audit.

Internal Audit Response:
In most instances our audit reports are now being written in a format that
covers the five elements of a finding in order to allow the reader to fully
understand the condition, the standard or criteria, the cause, and the
effect as well as the recommendation.

There are, however, engagements that fill our prescribed consulting role.
In such engagements, we think that a different report format is beneficial.
Cur goal is to make the report appropriate to the objective of the project
and the desired outcomes of the engagement.



TTU and TTUHSC
Internal Audit Department Peer Review

OBSERVATIONS AND RECOMMENDATIONS (continued)

500.

MANAGEMENT OF THE INTERNAL AUDIT DEPARTMENT - The Director of
internal Audit should properly manage the Internal Audit department.

Scope and Observations:

Review procedures included examination of the Internal Audit Department's
formal written charter, audit policies and procedures manual, risk based audit
planning process, annual and five year plans, budgets, status reports, time
schedules, performance evaluations, supervisory review and quality assurance
programs.

We noted that some audits on the audit plan had significant hours being charged
for the tasks assigned and for the benefit to the audit plan. In addition, long
range plans for the comprehensive coverage of Texas Tech University Heallh
Sciences Center need to provide for the accelerated growth of the main campus
and the regional campuses. Also. input into the annual audit plan could be
expanded to include questionnaires to Director level personnel at the various
campuses for their input.

In our opinion, the Internal Audit Department has complied with the 1A Sfandards
on Management of the Internal Audit Department.

Recommendation #4 Section 520 - Planning. Use cost benefit analysis
on certain audit projects.

The department of Internal Audit on an annual basis coordinates and provides
support for the external audit process. The audit of cash and investments
was reviewed and showed a significant utilization of audit time, however the
benefit to the audit plan was not clear. \We recommend this audit be
evaluated for overall benefit to the audit plan. For example, guantify the
internal costs versus savings in external audit fees.

Internal Audit Response:

We agree that the recurring audit of cash and investments uses an
exorbitant amount of audit time. This resource utilizaticn leaves other
areas of risk undercovered and may not be an ideal use of scarce
resources. We are currently investigating ways to work cash and
investments into our risk analysis, thereby addressing the risks of the
cashfinvestment element without conducting the historical full scope audit
of cash and investments.
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OBSERVATIONS AND RECOMMENDATIONS (continued)
500. MANAGEMENT OF THE INTERNAL AUDIT DEPARTMENT (continued)

Recommendation #5 Section 520 - P|Bl"ll"lil"lg. Solicit broader input into
the audit plan.

To enhance the overall quality of input into the annual audit plan, execulive
management is solicited for high risk areas and ideas for the audit plan.
Although their input is extremely valuable, first line managers are closer o the
day to day activities and could provide a unique perspective. We recommend
administrative managers and department directors be solicited for their input
into the annual audit plan.

Internal Audit Response:
We have found the input of executive management in our annual audit plan
to be extremely beneficial. | try yearly to visit with an ever increasing circle
of such management in order to gain insight of mid-management as well. |
agree that input by first line managers would prove to be a valuable
contribution as well. We will strive 1o seek such input in written form even if
time might not allow for one-on-one interviews.

Recommendation #6 Section 520 - Planning. Establish long range plans
for staffing and financial resources.

The Health Sciences Center has experienced tremendous growth over the
last five years and Is now at the same financial level as the University. We
recommend long range plans be developed that address the risk areas and
provide sufficient audit resources for adequate audit coverage.

Internal Audit Response:

The budget of The Health Sciences Center has grown to the point where it
is at least egual to that of the general academic campus. We strive fo
cover risks of both entities. We agree that additional resources might be
needed to give The Health Science Center campuses the necessary
coverage. We have begun discussing this need with management and
endeavor to see that resources needed for adequate coverage of all
campuses are included in long range planning.
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Appendix A

Standards for the Professional Practice of Internal Auditing
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The Standards for the Professional Practice of Internal Auditing
INTRODUCTION

Internal auditing is an independent appraisal function established within an
organization to examine and evaluate its aclivies as a service 1o the
organization. The objective of internal auditing is to assist members of the
organization in the effective discharge of their responsibilities. To this end,
internal auditing furnishes them with analyses, appraisals, recommendations,
counsel, and information concerning the activities reviewed. The audil cbjective
includes promaoting effective confrol at reasonable cost.

The members of the organization assisted by internal auditing include those in
management and the board. Internal auditors owe a responsibility to both,
providing them with information about the adequacy and effectiveness of the
organization's system of internal control and the qualty of performance. The
information furnished to each may differ in format and detail. depending upon the
requirements and requests of management and the board. The internal auditing
department is an integral part of the organization and functions under the policies
established by senicr management and the board. The statement of purpose,
authority, and responsibility (charter) for the internal auditing department,
approved by senior management and accepted by the board, should be
consistent with these Standards for the Professional Practice of Internal Auditing.

The charter should make clear the purposes of the internal auditing department,
specify the unrestricted scope of its work, and declare that auditors are to have
no authority or responsibility Tor the activities they audit.

Throughout the weorld internal auditing is performed in diverse environments and
within organizations which vary in purpose, size, and structure. In addition, the
laws and customs within various countries differ from one another. These
differences may affect the practice of internal auditing in each environment. The
implementation of these Standards, therefore, will be governed by the
environment in which the internal auditing department carries out its assigned
responsibilities. Compliance with the concepts enunciated by the Standards is
essential before the responsibilities of internal auditors can be met As stated in
the Code of Ethics, Members of The Institute of Internal Audiicrs and Certified
Internal Auditors shall adopt suitable means to comply with the Standards.

"Independence” as used in the Standards, requires clarification. Internal auditors
should be independent of the activities they audit. Such independence permits
internal auditors to perform ther work freely and objeclively. Without
independence, the desired results of internal auditing cannot be realized.

In establishing the Standards. the following matters were considered:
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1.

Boards of directors are being held accountable for the adeguacy and
effectiveness of their organizations’ systems of internal control and quality
of performance.

Members of management are relying upon internal auditing as a means of
supplying objective analyses, appraisals, recommendations, counsel, and
information on the organization's controls and performance.

External auditors are using the results of internal audits to complement
their own work where the internal auditors have provided suitable
evidence of independence and adequate, professional audit work.

In the light of such matters, the purposes of the Standards are to:

1.

3.

Impart an understanding of the role and responsibilities of internal auditing
to all levels of management, beards of directors, public bodies, external
auditors, and related professional organizations.

Establish the basis for the guidance and measurement of internal auditing
performance.

Improve the practice of internal auditing.

The Standards differentiate among the varied responsibilities of the arganization, the
internal auditing department, the director of internal auditing, and internal auditors. The
Five General Standards are expressed in bold italicized print in uppercase. Following
each of these General Standards are Specific Standards expressed in bold italicized
print in lowercase. The Standards encompass:

1.

4

5.

The independence of the internal auditing department from the activities
audited and the objectivity of internal auditors.

The proficiency of internal auditors and the professional care they should
EXECISe.

The scope of internal auditing work.
The performance of internal auditing assignments.

The management of the internal auditing department.

The Standards and the accompanying Guidelines employ terms which have been
given meanings in the context of the Standards. These terms are included in the
Glossary.
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SUMMARY OF GENERAL AND SPECIFIC STANDARDS FOR
THE PROFESSIONAL PRACTICE OF INTERNAL AUDITING

100 INDEPENDENCE

INTERNAL AUDITORS SHOULD BE INDEPEMDENT OF THE ACTIITIES THEY
AUDIT.

110 Organizational Status -- The crganizational status of the internal auditing
department should be sufficient to permit the accomplishment of its audit
responsibilities.

120 Objectivity -- Internal Auditors should be objective in performing audits.

200 PROFESSIONAL PROFICIENCY

INTERNAL AUDITS SHOULD BE PERFORMED WITH PROFICIENCY AND DUE
PROFESSIONAL CARE.

The Internal Auditing Department

210 Staffing -- The internal auditing department should provide assurance that
the technical proficiency and educational background of internal auditors are
appropriate for the audits to be performed.

220 Knowledge, Skills, and Disciplines -- The internal auditing department
should possess or should obtain the knowledge, skills, and disciplines needed to
carry out its audit responsibilities.

230 Supervision -- The director of internal auditing should ensure that internal
audits are properly supervised.

240 Compliance with Standards of Conduct -- Internal auditors should comply
with professional standards of conduct.

250 Knowledge, Skills, and Disciplines -- Internal auditors should possess the
knowledge. skills, and disciplines essential to the performance of internal audits.

260 Human Relations and Communications -- Internal auditors should be
skilled in dealing with people and in communicating effectively.

270 Continuing Education -- Internal auditors should maintain their technical
competence through continuing education.

280 Due Professional Care -- Internal auditors should exercise due professional
care in performing internal audits.
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300 SCOPE OF WORK

THE SCOPE OF INTERNAL AUDITING SHOULD ENCOMPASS THE EXAMINATION
AND  EVALUATION OF THE ADEQUACY AND EFFECTIVENESS OF THE
ORGANIZATION'S SYSTEM OF INTERNAL CONTROL AND THE QUALITY OF
PERFORMANCE IN CARRYING OUT ASSIGNED RESPONSIBILITIES.

310 Reliability and Integrity of Information - Internal auditors should review
the reliability and integrity of financial and operating information and the means
used to identify, measure, classify, and report such information.

320 Compliance with Policies, Plans, Procedures, Laws, and Regulations,
and Contracts -- Internal auditors should review the sysiems established to
ensure compliance with those pelicies, plans, procedures, laws, and regulations,
and contracts which could have a significant impact on operations and reports,
and should determine whether the crganization is in compliance.

330 Safeguarding of Assets -- Internal auditors should review the means of
safeguarding assets and, as appropriate, verify the existence of such assets.

340 Economical and Efficient Use of Resources -- Internal auditors should
appraise the economy and efficiency with which resources are employed.

350 Accomplishment of Established Objectives and Goals for Operations
or Programs -- Internal auditors should review operations or programs {o
ascertain whether results are consistent with established objectives and goals
and whether the operations or programs are being carried out as planned.

400 PERFORMANCE OF AUDIT WORK

AUDIT WORK SHOULD INCLUDE PLANNING THE AUDIT, EXAMINING AND
EVALUATING INFORMATION, COMMUNICATING RESULTS, AND FOLLOWING UP.

410 Planning the Audit -- Internal auditors should plan each audit.

420 Examining and Evaluating Information -- Internal auditors should collect,
analyze, interpret, and document information to support audit results.

430 Communicating Results -- Internal auditors should report the resulis of
their audit work.

440 Following Up -- Internal auditors should follow up to ascertain that
appropriate action is taken on reported audit findings.
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500 MANAGEMENT OF THE INTERNAL AUDITING DEPARTMENT
THE DIRECTOR OF INTERNAL AUDITING SHOULD PROPERLY MANAGE THE
INTERNAL AUDITING DEPARTMENT.

510 Purpose, Authority, and Responsibility -- The director of internal auditing
should have a statement of purpose, authority, and responsibility for the internal
auditing department.

520 Planning -- The director of internal auditing should establish plans to carry
out the responsibilities of the internal auditing department.

530 Policies and Procedures -- The director of internal auditing should provide
written policies and procedures to guide the audit staff.

540 Personnel Management and Development -- The director of internal
auditing should establish a program for selecting and developing the human
resources of the internal auditing department.

550 External Auditors -- The director of internal auditing should coordinate
internal and external audit efforts.

560 Quality Assurance -- The director of internal auditing should establish and
maintain a quality assurance program to evaluate the operations of the internal
auditing department.
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Cretober 31, 2001

M. Dick Brooks

Chairman of the Finance and
Addiministration Comimittee

Board of Regents

Texas Tech University System

Lubbock, Texas

D, David Smuith

Interim Chancellor

Texas Tech University System
Lubbock, Texas

We are pleased to submit the annual plan of the Office of Internal Audit and Consulting
of Texas Tech University System for the vear ending August 31, 2002, The plan
addresses audits that are required by statute or administrative policy, assistance required
by external auditors, audits that are currently in progress, and planned andits based on
our assessment of risk. We have scheduled approximately twenty percent of our time for
assisting management with unforeseen requests, for the issuance of incident reports and
for following up on implementation of prior audit recommendations.

We appreciate the support vou offer us in the performance of our responsibilities and
formally request that vou approve this plan.

Stncerely,

Frances . Grogan, CPA
Dhrector



Annual Plan Year Ending August 31, 2002

mission statement that exhibits the commitment made by Texas Tech to be the institution of

choice for high quality students

and the best institution of higher Mission Statement

education i the State of Texas, as

well as our commitment to our I'he Office of Internal Audit and Consulting

Professional Standards. The result | 15 to assist the Board and other units of the
of our contemplation is a mission Texas Tech System in identifyving. avoiding.
statement that emphasizes and. where necessary. mitigating risks.
proactive quality service provided

by members of internal audit and

consulting for the benefit of the Board of Regents and management throughout the System.

The goals of the Office of Internal Audit and Consulting are outlined in Texas Tech
University System Regent Rules 07 02,

Goals of the Office of Internal Audit and Consulting

4 Conduct reviews within the TTU Svstem that comply with The Internal Audit Act of Texas

and the Standards of the Practice of the Profession of Internal Auditing (the standards).

4 Provide relevant, useful, reliable, and timely information to management for a basis of

their decision making.

4 Participate on committees and tasks forces as an ex-officio member i order 10 ensure
proper control structures are established.

4 Participate in system design as an advisor,

for the System. These goals are reviewed by the members of the staff of internal audit and
consulting periodically.
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Performance Measures

W have mstituted a continuous quality improvement/control effort required by internal anditing

standards. We evaluate the quality of our services by:

o answering a self-assessment questionnaire at the end of gach of the three phases inherent in
every audit (planning, fieldwork, and reporting)
-

have provided them, and

providing our clients the opportunity o express their level of satisfaction with the services we

e measuring our
performance
against
predetermined

benchmarks PLANNING PHASE FIELDWORK PHASE

that we believe
will encourage

excellence.

1. The risk analysis, awdit
;J:'\lju.'l.'hl. es, amd audit |!l|;m
approved

2 The adit I.ll‘lju.'l.'h'.\.'.- and
plan were reviewed with the
alit team members

These
performance

3 The client informed of the
alit I.ll‘lju_'l.i‘u.'.-»

MEAsUres are
listed in the

illustration to the
right.

PERFORMANCE
MEASURES

1. Fully descumented lindings.

2 Inelusion of all relevan
findings with constructive
recommendations.

3 Delivery of final report to

the client by an agroed
QTR date

REPORTING PHASE

L. Timeliness of fieldwork
|.'vt1|.]‘.'||:1111|:|

X |"|u[|L'(’ commumication with
cleent during fheldwork

3, Decumentation of changes
iz o [IIL'l:II'I'I:II'I.'II:’} ]'.‘]:Iflflll:l‘.'
during the engngement.

4. Professionalism maintained
thoigghout the engagement.
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Allocation of Time

In accordance with the Internal Audit Act (V. T.C.A . Government, Sec. 2102.005 (1),
2102007 (2), and 2102008, we have prepared this audit plan using risk assessment techniques.
To facilitate the planning, we developed a list of potential audit units using the University and
Health Sciences Center's telephone books, annual financial reports, and organizational charts.
Meat, we determined the relative weights of the following seven significance factors:

¢ Public and Management [nterest

o  Complexity of Operations

o  Oality of and Reliance of [nternal Controls
o«  Management's Abilities

o  Change in Svstems, Processes, or Procedures
Materiality of the Potential Loss

Time Elapsed Since the Last Audii

A descriptive value between 0 and 5 was assigned to each significance factor for each
potential andit. A weighted average was caleulated and used to sort the potential audit units
relative to their calculated risk. The detail analvsis of the various potential audits can be found in
the Appendix. We selected andit units with a weighted average of 4.0 or higher for audit during
FY 20020 These units are highlighted in vellow on the Risk Assessment (p. 14).

We determined our allocable chargeable time to be 153919 hours. From this time, we
subtracted the 1,737 hours we estimate are needed to perform required audits, external audit
assistance, and other required projects. Additionally, we estimate that 4.3 10 audit hours are
needed to complete fiscal year 2000 audits in progress. We have set aside approximately 20%
of our time (4,457 hours) for unscheduled work which will be determined by requests, incident
reports, follow-up on the implementation of our recommendations, and other special projects.
The remaining 34135 hours have been allocated to audits determined through the risk assessment
process as well as those planned to provide broad coverage over a five vear period. Pages 9-13
include schedules, lists and graphs detailing this information.
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Long Range Planning
Five Years Beginning I'Y 2003

In arder to provide broad systematic audit coverage to the University and Health Sciences
Center, we have devoted a portion of our tume for audits of the colleges and schools of the
University and selected operations of the Health Sciences Center. Our five vear plan is presented
below,

As with any dynamic organization, these long range plans may change with institutional
needs and developments.

TEXAS TECH UNIVERSITY TEXAS TECH UNIVERSITY
HEALTH SCIENCES CENTER

2002-03 College of Agriculture Practice Management Review -
College of Architecture See page 6 for breakdown

2003-04 College of Engineering Practice Management Review -
College of Human Sciences See page O for breakdown

2004-05 College of Arts and Sciences Basic Sciences Departments

Practice Management Review -
See page 6 for breakdown

2005-06 College of Education School of Pharmacy
Ciraduate Schoaol

2006-07 College of Business Practice Management Review -
Administration See page 6 for breakdown

School of Law




Annual Plan

FY 2003
Amarillo
Surgery

El Paso
Pathology
Emergency Med
Surgery

Lubbock
Pathology
Surgery
Drermatology

(ilessa

Year Ending August 31, 2002

Texas Tech University Health Sciences Center
Medical Practice Review

FY 2004

Amarillo

Ob/Gyn
Pediatrics

Ei Paso
Pediatrics
Ophthalmology

Lubbock
Pediatrics
Ophthalmology

(ddessa
Pediatrics

Cyelical Plan

FY 2005
Amarillo
Psyehiatry

El Paso
Ob/Gyn
Orthopedics
Radiology
Meuropsychiatry

Lubbock
Ob/Gyn
Orthopedics
Radiology
Meuropsychiatry

Oilessa
Ob/Cryn

FY 2006
Amarillo
Family Med

Business Office

Ef Paso
Family Med

Business Office

Lubbock
Family Med

Business Office

(dessa
Familv Med

Business Office

Y 2007
Amarillo
[nternal Med

El Paso
Anesthesiology
[nternal Med

Lubbock
Anesthesiology
[nternal Med

Odessi
[nternal Med
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Scope of Work

The scope of internal auditing should encompass the examination and evaluation of the
adequacy and effectiveness of the organization’s svstem of internal control and the quality of
performance in carrving out assigned responsibilities.

2 Reliability and Integrity of Information - Internal auditors should review the
reliability and integrity of financial and operating information and the means used 1o
identify, measure, classify, and report such information.

2 Compliance with Policies, Plans, Procedures, Laws, and Regulations - Internal
auditors should review the systems established to ensure comphiance with those
policies, plans, procedures, laws, and regulations which could have a significant impact
on operations and reports and should determine whether the organization 1s m
compliance.

L]

Safeguarding of Assets - Internal auditors should review the means of safeguarding
assets and, as appropriate, verify the existence of such assets,

2 Economical and Efficient Use of Resources - Internal auditors should appraise the
economy and efficiency with which resources are emploved.

2 Accomplishment of Established Objectives and Goals for Operations or Programs
- Internal auditors should review operations or programs to ascertain whether results are
conszistent with established objectives and goals and whether the operations or programs
are being carried out as planned. '

For each andit, during the planning process, we will determine the scope of work to be
performed on the audit using the standards noted above, Our scope will be based on a risk
assessment conducted during the planning phase of the audit. We will conduct an entrance
conference and/or provide an engagement letter in order to communicate the scope and objectives
of our audit to the management personnegl involved.

Institute of Internal Audiiors, Ine, Codification of Standards for The Professsonml Practice of [nternal Auditing. | Altamonde Springs: The
Inatituite of Intemal Aanliters o 19970 P 2.9




Annual Plan

Year Ending August 31, 2002

Audit Process

Internal andits are performed in three phases: Planning, Fieldwork, and Reporting. As
mdicated earlier, the success of our efforts is monitored through the completion of self-evaluation

questionnaires and the compilation of information to monitor our achievement of performance

measures. We believe it 1s important that our process is understood. To document the procedures

normally emploved in 1

¢ performance of an audit, we have prepared the following illustration.

AUDIT PROCESS

PLANNING:

* Select Audit Team
* Perform Preliminary Evaluation
and Survey
* Communicate With Client
* Development Audit Scope andObjectives
* Document Anticipated Outcomes
* Hold Opening Conference
* Prepare Audit Program

FIELDWORK:

Perform Analvtical Review

Document and Evaluate [nternal

Controls

# Perform a Walk-Through of
Iransactions and Limited Testing

Develop and Perform Detailed Testing

Perform Other Meede

Audit Procedures

REPORTING:

Document Conditions

Develop Findings and
Recommendations

Communicate with Client
Management

Prepare Formal Report

Cbtain Management Response

Hold Closing Conference

Evaluate Audit Performance

Follow Up on Significant Findings




Schedules and Graphs

Texas Tech University System
Office of Internal Audit and Consulting
Time Budget Summary - Available Hours
Year Ending August 31, 2002

Vacation, CPES&
Sick Leave, Staff

Position Total & Holidays Meetings  Available % Chargeable Administration Chargeable
Director 2,080 240 310 1,530 30% 1,01 450
Assistant Directar 2,080 220 220 1,640 8% 328 1,312
Assistant Director 2,080 220 220 1,640 B 328 1,312
Auait Manager 2080 240 140 1,720 90% 172 1,548
Manager - Special Audits 2080 220 140 1,720 930% 172 1,548
Senior Auditor 2,080 400 110 1,570 93% 110 1,460
Senior Auditor 2,080 220 110 1,750 93% 122 1,628
Staff Auditar - I 2,080 220 110 1,750 95% a7 1,663
Staff Auditar - I 2,080 220 110 1,750 95% B 1,663
Staff Auditar - | 2,080 220 110 1,750 95% a7 1,663
Staff Auditar - | 2,080 220 110 1,750 95% B 1,663

22,880 2820 1,680 18,570 £ 851 15,818




Texas Tech University System
Office of Internal Audit and Consulting
Allecation of Avallable Hours
Year Ending August 31, 2002

Allocated Time

Planned Audits
Follow Ups and Special Projects

1
Progress 4,
5
4

£
Slatf Meslings, CE 1,680
2

Reguired Audits

Priot Year Audits in
Progress

Slaff Meetings, CE

zation, Sick Leave,
lidays

Flanned Audilsl

Faloy Ups and Spaecial
Projecis



Texas Tech University System
Office of Internal Audit and Consulting
Reguired Audits, External Audit Assistance, and Other Required Projects
Year Ending August 31, 2002

Audit Area

KTXT-TY

KOHM-FM

Texas Tech University Foundstion

Athlatic Department Financial

Statewide Single Audit-Bonds Payable
Chanceller and Regent Travel

The Institute of Environmental and Human Health
Residency Grants

ARPIATP

El Pasc Family Medicine Contract

Total Required Audits and Extemal Audit Assistance

220
]
90

1.737
I

Comments

CPB Audit

CPB Audit

Annual-External Auditor Assist
Annual-Extarnal Auditor Assist
State Auditor Request
Annual-Extarnal Auditor Assist
Annuak-External Auditor Assist
Annual

Coordinating Board Requirements
Contractual



Texas Tech University System
Office of Internal Audit and Consulting
Prior Year Audits In Progress
Year Ending August 31, 2002

Remaining

Budgeted

Audit Area Hours

TTU College Audits 1,500
WCAL Compliance 100
SMIF 100
Practice Plans 1,000
Communication Sarvices 350
Amarillo Business Office Special 1,200
Cash & Investments - General Fund Controls 20
Cash & Investments - Year End Procedures 40

Total Carmyover Audits 4310



Texas Tech University System
Office of Internal Audit and Consulting
Planned Audifs
Year Ending August 31, 2002

Texas Tech Universi stem and All Components

Budgeted
Audit Area Howurs

Casn and Investments - year end proceduras B0
Faciliies Flanning & Consfruction Project Management 240
Endowment Comipliance 240
OF Management - all components 120
Comgplianoe Program - all companents 350
News and Publications - Management Review 240
Internal Audit Cuaility Assessment Review 100

1,380

I Tegh Uni .

Management Review af the Fresident's Office 240
Center for Professional Development 240
Abhletic NCAA Compliznos 475
Physical Plant &0
Shudent Business Services - Receipts 400

2,025

Texas Tech University Health Sciencas Center

MFIF: Lubbock Anesthesiclogy 250
MFIF: Lubbock Internal Medicing 200
MFIF: El Pasc Anesthesiclogy 200
MFIF: El Pasc Intemmal Medicine 200
MPIF: Cdessa Infernal Medicing 150
MFIF: Amarillo Intemal Medicine 150
Mursing Management Review 200
Receipting process 120
Physical Flant - Amarille 240
Managed Care Confracts 300

2,010

Total Planned Audits 3415 5415
I



Risk and Analysis

TEXAS TECH UMIVERSITY SYSTEM
RISK ASSESSMENT
2001-2002

2.5 0.7 1.2 0.7 o7 0.2 0.4

IMTEREST| COMPLEXITY|INT SONTRL]  ABILITY | CHANGES | MATERIALITY | LAET AUDIT
Athletics (MCAA Compliance) TTU 5 5 5 5 5 5 4 408420
Physical Plant U 5 5 5 5 5 5 4 408420
Compliance Office TTUHSC 5 5 4 4 5 5 5 47286
Physical Plant TTUHSC 5 4 5 4 5 4 4 46286
Facilities and Contruction System 5 5 4 4 5 5 2 45571
(Opersting Policies and Procedures Both 4 5 4 4 5 5 5 43714
Blursar TTUHSC 5 5 3 3 5 5 3 43428
Center for Professional Development TTU 5 4 5 4 3 3 4 423143
Cash & Investments System 5 5 3 3 4 5 4 43000
Student Business Services TTUY 4 5 4 4 5 5 3 42871
Compliance Programs TTUY 4 5 4 4 3 5 5 41714
FPresident's Office TTU 5 3 3 3 5 £ 5 41428
School of Nursing TTUHSC 4 3 5 4 5 3 5 41143
Endowments Both 4 4 4 4 4 5 4 41143
Mews and Publications System 4 3 5 4 3 @ 5 40286
Health Care Systems (Managed Care) TTUHSC 4 4 4 4 3 5 4 40143
Cevelopment System 4 4 4 3 5 5 1] 20420 |
Financial Aid Ty 4 5 3 3 3 5 S| 20000 |
Red Raider Club 7Y 3 3 4 4 5 4 5| 2Jogo
Financial Accounfing and Reporting TTU 4 5 3 3 2 5 3| JeasT
Budgst TTU 3 4 4 4 4 i+ 4
Accounting Services TTUHSE 3 5 4 3 3 5 3 As0g0
Junction Center T 3 3 4 4 5 2 5| 24714
Fixed Asseis System 3 A 5 5 2 3 1
Financial Aid TTUHS] 3 4 3 3 3 5 4| aaas7
Ciining Ty 3 3 3 4 4 & 4| 23714
Law Library TTU 3 3 4 4 4 2 4] 22143
Office of International Affairs TTU 3 5 4 4 2 3 2] aaids
Communication Services System 4 3 3 3 3 3 1] 32424
Egual Opportunities Employment TTU 3 2 4 4 1 ) 4| 21424
Office of Extended Studies TTU 3 3 3 3 5 3 2| 3428
School of Pharmacy TTUHSE 3 3 4 4 2 3 2| 2444z
Library TTUHS] 3 3 3 3 3 3 5 L1142
Student Managed Inwestment Fund TTU 3 3 4 4 3 2 2] 21000




TEXAS TECH UNMIVERSITY SYSTEM
RISK ASEESSMENT
2001-2002

2.5 0.7 1.2 0.7 0.7 0.8 0.4
INTEREST| COMPLEXTY|INT ComTRL]  ABILITY | CHANGES | MATERIALITY [ LAST AUDIT
Confracts and Risk Management TTU 3 2 3 3 3 i+ A4l 20744
MPIF Rizk Management-Self Insurance TTUHSJ 4 4 2 1 1 5 2] 0574
Housing Ty 3 3 3 3 3 3 4] 30571
School of Medicine TTUHS 3 3 3 3 2 i+ 3 20442 |
University Center TTU 3 3 3 4 2 3 2| 2o420 |
Rescarch Services TTu 3 4 3 2 1 4 3 8445 |
Information Technology TTU 2 A 3 2 5 2 41 2T8sT
Sponsored Programs TTUHSJ 3 4 3 2 1 3 2| Aldzn
(Grants and Contracts Accounting TTU 3 3 3 3 1 3 2| gld4a
Department of Information Resources TTUHS 2 3 3 3 4 i+ 1] T4
The Institute of Environmental & Human Heslh  |[Both 3 3 2 3 2 al 1
Environmental Health and Safety TTU 2 2 3 3 3 3 5] LE5TH
Traffic and Parking TTU 2 2 2 4 4 3 3| L5714
Educafional Media - Health Met TTUHSJ 2 3 4 4 1 2 2| 25420 |
School of Allied Healih TTUHSJ 2 2 3 3 3 2 4 ZASST |
Rural and Community Health TTUHS 1 3 3 3 4 2 3| L2714
HEAF Funds Both 2 2 2 2 2 3 4] L2286 |
Admisgions and School Retention TTU 2 2 2 3 2 2 3 A1
Graduate Admissions Ty 2 2 3 3 1 1 3 1443
Records TTU 2 2 2 2 2 2 4] 142
University Press TTU 2 2 3 3 2 1 1] £.1000
Academic Facilities TTU 2 2 3 2 0 2 4| LO85T
FPresident's Office TTUHSJ] 2 2 3 2 1 1 4| 20714
Police System 2 2 3 2 1 2 2] 20714
Budgst TTUHSJ 2 3 1 1 1 4 4] 20714
Student Services & Registrar TTUHSJ 2 2 2 2 2 2 3] 0579
Space Management TTu 2 2 2 2 1 2 4 20445 |
Space Management TTUHS 2 2 2 2 2 2 2| 20000
(General Counzel System 2 2 2 2 1 1 5| las |
General Services TTUHS 1 2 2 2 4 2 4 108579 |
(Career Planning and Placement TTU 1 2 3 3 1 1 5| 1E714
(Government Relations System 2 1 1 1 1 3 5 18142 |
Library Ty 1 3 2 2 1 2 3 1I000
Ranching Heritage Center TTU 1 2 3 3 0 2 1] 165719
TEXAS TECH UMIWEREITY SYETEM
RISK ASSESSMENT
2001-2002
2.5 0.7 1.2 0.7 0.7 0.8 0.4
INTEREST| COMPLEXITYINT COMTRL]  ABILITY CHANGES | MATERIALITY | LAST AUDIT
Student Health Services TTUHSJ 1 2 2 2 2 1 3] 15857
Mussum TTU 2 1 1 2 1 2 1] 15714
Training Department TTU 1 1 2 2 1 2 4| 15579
Agency Funds TTU 1 1 3 2 1 1 3 1851
Student Media TTU 1 1 3 2 1 1 3 1kE8m
Recreational Sports Ty 1 2 3 2 1 1 1] 15420 |
Safety Department TTUHS] 1 2 2 2 1 1 4 15420 |
Cifficial Publications TTU 1 1 2 1 1 3 3| 15143
Student Affairs Ty 1 P 1 1 1 3 4] 15000
Cffice of Quality Service System 1 1 2 1 1 2 4] 14371
Attorney for Students TTU 1 1 2 2 1 1 3 1Besr
Leaming CentenPASS TTy 1 1 2 2 1 1 3| LlesT
Print Tech TTU 1 1 2 2 1 1 3| 13857 |
Central Warshouss TTU 1 1 1 2 1 2 3 128G |
Distznce Leaming TTu 1 2 1 1 1 2 3] 13286 |
Institutional Ressarch TTU 1 1 2 1 1 1 3| 12857 |
Mail Tech TTU 1 1 2 2 0 o 3 L1l




