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Charter
This charter sets forth the purpose, authority and responsibilities of the Office of Audit Services. 

Purpose 

The Kentucky Community and Technical College System (KCTCS) supports the Office of Audit Services as an independent appraisal function to examine and evaluate KCTCS activities as a service to management at all levels.  The objectives of the Office of Audit Services are to: 1) assist management in the effective discharge of their fiduciary and administrative responsibilities by furnishing them with analyses, appraisals, recommendations, counsel, and information concerning the activities reviewed, and 2) promote effective internal controls at a reasonable cost to KCTCS. 

Standards

All activities conducted by the Office of Audit Services are to be guided by KCTCS objectives and policies, the Code of Ethics and the Standards for the Professional Practice of Internal Auditing as promulgated by the Institute of Internal Auditors, and Generally Accepted Auditing Standards as promulgated by the American Institute of Certified Public Accountants. 

Audit Services personnel are expected to consistently demonstrate high standards of conduct as well as appropriate judgment, independence, and discretion.

Authority 

Audit Services activity should be independent, free from interference in determining scope of audits, performing work, and communicating results.  This independence is ensured through the Office of Audit Services reporting relationship to the KCTCS President through the KCTCS Vice President primarily responsible for Finance.  The System Director of Audit Services reports to this KCTCS Vice President.  

Authorization is granted for Audit Services personnel’s unrestricted access to KCTCS functions, records (irrespective of medium), property, and personnel relevant to a review.  Documents and information given to Audit Services personnel during a review are accorded the same protection as by those employees normally accountable for them. 
Independence and Objectivity 

Objectivity and independence are essential to auditing; therefore, Audit Services personnel shall be independent of the activities audited and shall assert no direct responsibility or authority over activities reviewed.  Audit Services personnel or audit activities do not relieve employees of any responsibilities assigned to them.  To avoid auditing themselves, audit personnel shall not develop and install procedures, prepare records, or engage in activities which would normally be reviewed by auditors.  

Management is responsible for establishing and maintaining an adequate system of internal controls to minimize the risk of fraud.  Audit Services personnel are responsible for examining and evaluating the adequacy and effectiveness of actions taken by management to fulfill this obligation. Audit Services personnel should have sufficient knowledge of fraud prevention and detection measures to be able to recognize indications that fraud might have been committed; in this regard, appropriate continuing professional education should be completed to fulfill this requirement and to stay abreast of current developments and trends in the audit profession.  Fraud prevention and mitigation is an on-going collaborative effort between KCTCS management and the Office of Audit Services.

Scope of Activities 

The Office of Audit Services will primarily perform financial, operational, and compliance audits, including related follow-up activities.  Investigative and special audit reviews requested by management shall be performed on an as-needed basis. 

· Financial audits address questions of accounting and reporting of financial transactions, including commitments, authorizations, and receipt and disbursement of funds. Accounting controls are designed to safeguard assets and ensure the accuracy of financial records. 

· Operational audits review operating information and the means used to identify, measure, classify and report such information; review the means for safeguarding assets; provide analysis and evaluation of operational results with comparison to established KCTCS goals, objectives, plans, policies, directives, and procedures. 

· Compliance audits determine the degree of adherence to laws, policies, and procedures. 

· Follow-up audits are conducted for previously completed audits to ensure proper compliance and successful implementation of prior audit recommendations. 

· Investigative audits may involve actual or suspected reports of fraud, waste, or abuse.  They can be initiated by the Office of Audit Services or at the specific request of management. 

· Special reviews at the request of management are typically performed on a one-time basis. 

General Responsibilities 
The general responsibilities of the Office of Audit Services include, but are not limited to, conducting reviews of KCTCS colleges and system-level departments at regular intervals to determine whether they are effectively carrying out their functions of administration, accounting, safeguarding of assets, and control in a manner that is consistent with both KCTCS objectives and best practice standards.

These responsibilities include the following: 

1. Review the reliability and integrity of financial information and the means used to identify measure, classify, and report such information. 

2. Review the systems established to ensure compliance with those policies, plans, procedures, laws, and regulations which could have a significant impact on operations, and reporting on whether the unit under review is in compliance. 

3. Review the means of safeguarding assets and, as appropriate, verify the existence of such assets. 

4. Review and appraise the economy and efficiency with which resources are employed. 

5. Review operations or programs to ascertain whether results are consistent with established objectives and goals and whether the operations or programs are being carried out as planned. 

6. Conduct special audit reviews at the request of KCTCS Management. 

7. Consult on internal controls for new and major system changes prior to implementation to ensure that adequate internal controls and documentation are in place. 

8. Report promptly in writing the results of examinations and recommendations, including the need for a policy as appropriate, to management personnel of sufficient authority to ensure appropriate action is taken with respect to any deficiency noted. 

9. Follow-up to determine whether appropriate action has been taken on significant audit findings and to evaluate any plans or actions taken to correct reported conditions for satisfactory disposition of audit findings.  If the disposition is considered unsatisfactory, see that further discussions are held to achieve a satisfactory disposition. 

10. Evaluate potential exposure or risk in various segments of KCTCS’ operations. 

11. Assist external auditors as requested. 

 /s/ Michael B. McCall       6/26/2008
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