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“®  SEWERAGE & WATER BOARD OF NEW ORLEANS

Inter- Office Memorandum

POLICY MEMORANDUM
NO. 35
REVISED JULY 19, 2013

DATE: July 19,2013
FROM: Marcia A. St. Martin, Executive Director
TO: ALL DIVISIONS, DEPARTMENTS AND BOARD

RE: INTERNAL AUDIT POLICY

I.  PURPOSE
This memorandum is to establish the supervision, responsibilities, and

procedures of the Internal Audit Department in support of the
Internal Audit Charter.

II. SUPERVISION

The Internal Audit manager is responsible to the Finance Committee
directly via the Deputy Director. Administrative control is invested
in the Deputy Director during the review process of audit reports,
daily supervision, and work evaluation.
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III. RESPONSIBILITIES

A.The Internal Audit Department is responsible to ensure to the
Sewerage & Water Board's Finance Committee that:

1. Departments within the Board are reviewed at appropriate
intervals to determine whether they are effectively, efficiently and
consistently carrying out their function of planning, accounting,
directing and controlling, in accordance with management
policies and instruction, and legislative authority by:

a. Auditing or examining at appropriate intervals the
department and divisions of the Sewerage & Water Board.

b. Evaluating the information gathered and documented to
form appropriate findings, opinions, and recommendations.

c. Reporting to management the findings, opinions, and
recommendations of an audit or examination so that
appropriate action can be taken.

d. Providing consultation in the implementation of
recommendations proposed as a result of an audit or
examination.

2. Recommendations, plans and actions from audit findings are
discussed and evaluated for satisfaction both prior to and after
disposition is taken; and where applicable to see that further
discussions are held to achieve satisfactory disposition.

3. The Internal Audit Manager shall make an annual report to the
Finance Committee setting forth the accomplishments of the prior
calendar year, and the plans and goals for the coming year.
Special reports to the Finance Committee may also be required
from time to time.
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B. In order for the Internal Audit Department to perform its functions,
Management of the Sewerage & Water Board is responsible for the
following;:

1. Providing full, free and unrestricted access to Sewerage & Water
Board'’s records, property and personnel, subject to the limitations
mandated by policy 57.

2. Insuring full cooperation of personnel during the course of an
audit or examination.

C. The Deputy Director, General Superintendent, Management
Services Director are responsible to take corrective action on all
audit reports. (See Section IV. D)

D. The Executive Director will publish appropriate directives

assigning responsibilities to ensure compliance with the
requirements for reporting on corrective action taken.

IV. PROCEDURES

The following represents a summary of the procedures the Internal Audit
Department will follow during the performance of an audit or
examination. The exceptions to these procedures are in the cases of a
surprise and/ or special audit in which fraud, theft or misappropriations
are suspected. When such situations occur, the flow of information will
be at the discretion of the Internal Audit Manager.

A, Pre- Audit Procedures

1. The Internal Audit Department will notify in writing the Division
Head, Department Head and Supervisor to be audited or
examined as to the time, date, and location of the Pre-Audit
Conference.

The Internal Audit Department will also request certain specific
items including but not limited to:

a. Procedural Manuals
b. A list of documents produced, used, or maintained by the

auditee.
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A list of reports produced by or used by the auditee.

A list of personnel by classification and assignment employed.
Copies of the Financial Statements where applicable.

A list of the Journals and Ledgers being maintained.

Copies of office procedures not located in the procedural
manuals.

@ e an

2. At the Pre-Audit Conference, those in attendance will discuss
general information. The Internal Audit Department will give a
tentative date for the beginning of field work.

3. Immediately after the Pre-Audit Conference, the auditors will
conduct an internal control questionnaire with the audited
supervisor. The auditors will use the internal control
questionnaire along with other information gathered to determine
the amount of testing of documentation.

. Audit Procedures

1. The internal Audit Department will be auditing or examining to
determine effectiveness, efficiency, uniformity and accuracy and
internal controls being employed. The Internal Audit Department
will also determine if the audited entity is adhering to policies and
procedures established by management, generally accepted
accounting principles, and/ or legislative authority.

2. In order to accomplish the above cited tasks, the Internal Audit
Department must examine, verify and analyze the source and
secondary documents and interview and observe employees.

3. An interim report will be issued to communicate information that
requires immediate attention, changes in the audit scope and to
keep management informed of audit progress during a lengthy
audit. The interim report will not diminish or eliminate the need
for a final report.

a. Disclosure and corrective actions must be discussed with the
auditee during an interim conference. The auditee’s written
response including corrective action must be submitted to
Internal Audit within seven working days.

b. If the internal auditor and the auditee are in disagreement, the
written response from the auditee must delineate why they
disagree within seven working days.
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c. During the internal review process, the Internal Audit Manager
will review those critical findings and the auditee’s response in
detail for objectivity and cause. Only those findings that are
not substantiated will be deleted from the report. Otherwise all
findings will be cited and the auditee’s response attached.

C. Post Audit Procedures

1. Upon completion of the audit, the auditors will conduct an exit
conference. Notice of the exit conference and a draft audit report
will be distributed to the individuals outlined in Section IV. A. 1.

2. At the exit conference, the findings and recommendations will be
discussed.

3. Written response from the auditee must be made to the Audit
Department within seven (7) working days from the exit
conference. All responses will be attached to the final report.

Within ten working days of the response period, the final report
will be issued to the Internal Audit Manager. If a second draft
copy is necessary, all persons that responded to the original draft
copy will be notified.

4. All final reports must be approved by the Internal Audit Manager
and Deputy Director. All final reports are addressed to the
Executive Director for transmittal to the Finance Committee. The
Internal Audit Department will distribute copies of the final report
to the audited supervisor and to management in the Chain of
Command above the supervisor.

D. Corrective Action

1. Within thirty working days of the issuance of the final report, the
Deputy Director or General Superintendent will take corrective
action and submit a follow-up report to the Executive Director The
Internal Audit Department should receive a copy of the follow-up
report. This report will include but not be limited to:

a. A clear and concise explanation of what corrective actions are
planned and implemented.

b. If no corrective actions have been taken and nor are scheduled
to be taken, a clear and concise explanation of this decision
must be given
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2. The Internal Audit Department will evaluate the follow-up report.
This evaluation marks the end of the Auditing Process.

V. INQUIRIES

Any questions concerning the intent of this memorandum may be
addressed to the Supervisor of Internal Audit.

X Mg 2 5o

MARCIAA. ST. MARTIN
EXECUTIVE DIRECTOR
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