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E8. 204 University Audit Plan

PURPOSE

The Board of Regents and the President of the University are
responsi ble for the proper and effective operation of the University,
and through the Vice-Presidents and Chancel lors, of the several
constituent units which nake up the University. To assist the Board of
Regents, the President, Vice-Presidents, and the Chancellors in carrying
out their responsibilities, periodic audits and reviews shall be
conducted of the organi zati on, managenent controls, and internal
accounting controls by qualified professional staff of external and/or
internal auditors, consultants, and specialists, procured or assigned,
and directed by the President or his designee.

This policy establishes a broad framework under which such audits
and reviews shall be procured, assigned, and conduct ed.

REFERENCES

The Board of Regents has created and assigned to an Ad Hoc
Commttee within its Standing Commttee on Finance the responsibility
for exercising general oversight and policy direction for the external
audit program Specifically, the major functions of the Commttee are:

1. To revi ew and approve an annual external audit plan prepared by
the University of Hawai ‘i staff which would specify the
obj ectives, types of audits, and prograns to be audited for the

year.
2. To review the maj or findings and recommendati ons of the University
of Hawai ‘i external auditor and nonitor the actions taken to
i npl erent reconmendat i ons.
3. To reconmend policies to the Commttee on Fi nance.
4. To maintain direct contact with the external auditors as needed,

to insure the i ndependence of the auditor.

5. To review any and all matters relating to external audit policies
and procedures. (Adopted Cctober 12, 1979)
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ADM NI STRATI VE POLI G ES

1.

Types of Audits and Reviews. Audits and reviews shall be conducted
for specific purposes as determ ned by the President or his

desi gnee. Such audits and reviews may include, but not be limted
to, financial statenent audits, financial nmanagenent/internal
control audits, financial statenment and conpliance audits,
functional audits, fiduciary audits, limted scope special audits,
and unschedul ed audits. (See Appendix A)

Frequency of Audits and Revi ews. Frequency of audits and revi ews
shall be determned by the President or his designee. They may
range fromannual audits to one audit in eight years, depending on
the relative risks involved, staff available, requests from
Chancel |l ors and ot her responsible officers, and the interests of
third parties.

Sel ection of the Exam nees. The President or his designee is
responsi ble for the selection of specific exam nees. However,
Chancel | ors and ot her responsible officers may al so request that
speci fic prograns, functions, and organi zational units he audited.
In selecting exam nees at |east the follow ng shall be considered:

a. Audits required by external needs

(1) Bondhol ders
(2) Federal or other granting agencies

b. Requi rements of the annual financial statenment of the
Uni versity prepared for the Board of Regents.

Conponents of the University Audit Plan. The University Audit Plan
shall include (1) a general audit plan covering audits to be
conducted during a planning period which shall extend at |east six
years; (2) a detailed audit work plan covering a two-year period
whi ch shall be approved by the President; and (3) an annual
external audit plan which shall be reviewed and approved by the Ad
Hoc Conmittee of the Board of Regents.

perational Responsibility for the Devel opnent and | npl enentation
of the University Audit Plan. The Vice-President for

Adm ni stration shall be responsible for the devel opnent and

i npl emrentation of the University Audit Pl an.



Available Links

Reference to Appendix A
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Responsi bility for Responding to and | nplenenting Audit
Recommendat i ons. Each Vi ce-President and Chancel | or or desi gnee
shal | be responsible for supervising and approving all responses
to and for inplenenting the auditors' and consultants'
recommendat i ons accepted by the University.

Fundi ng of Audits and Revi ews. Each exam nee unit shall be
responsible for its proportionate share of all auditing and review
costs as determned by the President or his designee. An annual
estimate of audit and revi ew costs and proposed assessnents shal

be prepared by the University Director of Finance after
appropriate discussions with Chancell ors and other responsible
officers or their designees for the approval of the President or
hi s designee. If necessary biennial budget requests shall include
anticipated external audit cost requirenents.

Sel ection and Appointnent of Auditors and Consultants. The

sel ection and appoi ntrent of auditors and consultants required by
this policy shall be by the President or his designee, after
consultation with such external agencies as may be required by | aw
and policy.

ADM NI STRATI VE PROCEDURES

Procedures for inplenmenting the provisions of this Policy Paper
be devel oped under the direction of the Vice-President for

Adm ni stration and shall be i ssued as a Busi ness Manual |nstruction.
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Appendi x A - Types of Audits

Audits where the primary objective is to

obtain an attestation by external auditors

to the fairness of the University's financial

st at enent s.

a. Shoul d be procured only when there is a need for
such attested financial statenents -- e.g., to neet
federal requirenents -and to neet m ni mum
requirenents only.

b. Managenent |etters should result only if major

deficiencies are found which should be reported to
the President and the Board of Regents.

C. M nor exceptions may be reported to the President
or his designee for followup and corrective
action.

Audi ts which specifically focus on the
adequacy of financial managenent systens and
internal control systens. Do not normally
require financial statenents

a. Procured to neet admnistrative needs to eval uate
syst em adequacy and nanageri al conpetence, i.e.,
efficiency and effectiveness of the financial
managenent system for the purpose of making
i nprovenents. Shoul d be procured as needed by the
exam nee, or when the Board of Regents, President
or other responsible officer determnes there is a
need.

b. These audits should not be procured until the
exam nee has had an opportunity to inplenent
chances recommended in a previous audit (if any).

Audits undertaken to conply wi th extranural
fundi ng source requirenents for such audits
(such as federally required audits).

a. Procured only as required by fundi ng agency.



4.

5.

6.

7.

Functi onal
Audi ts

Fi duci ary
Audi ts:

Limted
Scope
Speci al

Unschedul ed

Audi ts:
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b. may sanpl e by fundi ng agency rather than apply rule
to each program or grant,

These audits are eval uati ons of processes

whi ch normal |y cut across organi zati onal

lines, while foregoing audits are of prograns and ot her
conpl ete organi zational units.

a. Shoul d be procured on a continuous basis with
financi al managenent audit, or with financial
statenent audit as deened necessary.

b. Basi cal |y undertaken to determ ne the adequacy,
efficiency and effectiveness of existing financi al
procedures and related internal controls.

C. Exanpl es: sal es, accounts receivable, cash
col I ecting procedures, purchasing, accounts
payabl e, and i nventory procedures.

These are special audits for the orderly

transfer of assets between custodians resulting

from staff changes, such as changes in provost, deans,

directors, or chancellors. May al so be appropriate when
there is a change in fiscal-officers or cashiers where

| arge suns of assets, especially cash, are involved or

where discretionary use i s avail abl e.

a. Shoul d be procured only where substantial resources
are involved and where the fiduciary (responsible
person) is changed. May al so be procured at the
request of the incomng fiduciary.

There are engagenents which do not fit into
t he above categories, utilizing the services
of auditors and/or consultants, for purposes such as

a. Determ nation of efficiency of operations.
b. Determ nation of extent of program effectiveness.
C Eval uati on of effectiveness of internal control

systemor financial nanagenent system

d. Eval uati on of adequacy and reliability of security
syst ens.
e. Shoul d be procured only on an "as needed" basis.

Audits which are not included in detailed
audit work plan, but which are necessary
because of reasons such as the follow ng:
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Fi duci ary audits when there are sudden changes in
responsibility due to death, departure, pronotion}
etc.

Sur pri se cash nmanagenment and inventory audits
request ed because of detected weakness in control
system increase in risk, suspected fraud, etc.
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