City of Fayetteville, NC
Office of Internal Audit
2015 - 2016 Annual Audit Plan

OVERVIEW

The 2015-2016 Audit Plan is a description of the internal audit activities that will be performed
by the Office of Internal Audit in Fiscal Year 2015-2016. '

The process of preparing the 2015-2016 Audit Plan included identifying those areas that are
considered the most important and ensuring that activities with the greatest risk are audited.
The City Manager reviewed and approved the first and second quarters of the 2015-2016 Audit
Plan. The members of the Audit Committee will be presented the Audit Plan once the
Committee is established and functioning for subsequent approval of the third and fourth
quarters of the 2015-2016 Audit Plan.

Input was also provided from Rochelle Small-Toney, Deputy City Manager; Jay Reinstein,
Assistant City Manager; Karen McDonald, City Attorney; Lisa Smith, Chief Financial Officer;
Tracey Broyles, Budget and Evaluation Director; Bradley Whited, Airport Director; Dwayne
Campbell, Chief Information Officer, and Barbara Hill, Human Resource Development Director.

IDENTIFICATION OF THE AUDIT UNIVERSE AND RISK ASSESSMENT

The Audit Universe is a subjective assessment of auditable areas within the City of Fayetteville.
To identify the Audit Universe, we reviewed City budgetary and financial documents, relied on
internal audit’s knowledge of the City of Fayetteville and local government operations, had
discussions with members of management, as well as reviewed feedback from an employee
survey. The auditable areas were broken down into four distinct areas:

Executive Management
Deputy Assistant City Manager — Operations Portfolio
Deputy Assistant City Manager — Community Investment

R

Assistant City Manager — Support Services

The following describes our planning process used to prepare the 2015-2016 Audit Plan. The
2015-2016 Audit Plan can be found as Attachment 1.

The Audit Universe for the City of Fayetteville was identified by separating the Operations,
Support Services, Community Investment and Executive Management portfolios within the City
of Fayetteville. The Risk Assessment was designed to measure certain risk factors necessary for
the City of Fayetteville to meet its mission, strategic plan, and its goals and objectives. Our goal
is to provide reasonable assurance that the concept of risk based auditing was practiced. The
risk factors used were:
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Management Interest - Interest by management to have an area audited due to

operational or internal control concerns.

Budget Risk - The risk that the City of Fayetteville's annual budget will be severely
affected by factors that are not planned for or anticipated. ,
Strategic Risk - The risk that poor business decisions or improper implementation of
strategic goals will reduce the City of Fayetteville's ahility to meet those goals.
Reputation Risk - The risk that the City of Fayetteville's public image will be tarnished
due to improper actions on the part of officials, management, or staff.

Compliance Risk - The risk that failure to comply with laws and regulations, prudent
ethical standards, and contractual obligations will harm the City of Fayetteville.

High Level of Decentralization - The risk of internal control breakdowns due to the size

of large-scale departments or operations.
Change in Management - The risk of new management being assigned to an area
identified in the Audit Universe.

SCOPE OF AUDITS

Internal Audit addressed the scope of work as follows:

Review the reliability and integrity of financial and operational information and the

means used to identify measure, classify, and report such information.

Review the systems established to ensure compliance with those policies, plans,
procedures, laws and regulations, which could have a significant impact on operations
and reports, and should determine whether the organization is in compliance.

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

Appraise the effectiveness and efficiency of operations within the organization.

Review operations or programs to ascertain whether results are consistent with
established goals and objectives, and whether the operations or programs are being

implemented or performed as intended.

BUDGET AND STAFFING

The Available Audit Hours Budget for the Internal Audit Office was prepared in accordance with
the City of Fayetteville’s wage and hour guidelines and approved by the City Manager.

For fiscal year 2015 — 2016, the Office of Internal Audit will be fully staffed as per the 2016
annual budget, adopted June 8" 2015 by City Council, thereby making 6,288 audit hours
available for Fiscal Year 2015 — 2016. The staff consists of the Elizabeth Somerindyke, Internal
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Audit Director; Rose Rasmussen, Senior Internal Auditor, and Traci Carraway, Internal Auditor.
Staff development is a main strategic goal of the Office of Internal Audit. Staff members have
been encouraged to attend professional training opportunities offered by the Association of
Local Government Auditors (ALGA), Institute of Internal Auditors (IIA) and the School of
Government (SOG).

CALCULATION OF FY 2015 — 2016 AUDIT HOURS

The célculation of Available Audit Hours is included as Attachments 2 & 3. A total of 6,288
hours will be available for the 2015 — 2016 Audit Year. The calculation of Available Audit Hours
was divided into five categories. The five categories are:

1. Audits and Projects 3,510 Hours
2. General Administration 1,742 Hours
3. Training 360 Hours
4. Holidays 264 Hours
5. Vacation and Sick Leave 412 Hours

Total 6,288 Hours

Respectfully submitted:

Interrral Audit Director
City of Fayetteville, NC

Approved as submitted:

Lk
Ted Voorhees Datle
City Manager
City of Fayetteville, NC
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