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I. Purpose and Scope  
  
The Internal Audit Policy was developed to assure proper and consistent standards, guidance 
and methodology are maintained by the Western Kentucky University Office of Internal Audit.  All 
employees of the department are expected to follow the practices included in this policy.  
    
II. Policy 
 
The Western Kentucky University Office of Internal Audit is an independent and objective 
assurance and consulting program that is guided by a philosophy of adding value to improve the 
operations of the University.  It assists the University in accomplishing its objectives by bringing 
a systematic and disciplined approach to evaluate and improve the effectiveness of the 
University’s governance, risk management and internal controls. 
 
The internal audit program will govern itself by adherence to The Institute of Internal Auditor’s 
mandatory guidance including the Definition of Internal Auditing, the Code of Ethics and the 
International Standards for the Professional Practice of Internal Auditing. 
 
1. Office of Internal Audit Staff  
 
The Internal Audit staff shall subscribe to the Code of Ethics established by the Institute of Internal 
Auditors, as well as adhere to the policies set forth by the University, including its Standards of 
Conduct.  Also, the University, as a component of the Commonwealth of Kentucky, shall abide by 
the laws and regulations set forth by The Kentucky Open Records Act (KRS 61.870 – KRS 
61.884).  In addition, the Internal Audit staff will uphold the following: 
 

a. Integrity: Internal Audit staff shall establish trust and thus provide the basis for reliance on 
the judgment of Internal Audit by remaining tactful, honest, objective and credible in all 
relationships as a representative of the University. 



b. Objectivity: Internal Audit staff shall exhibit the highest level of professional objectivity in 
gathering, evaluating and communicating information while making balanced 
assessments of all the relevant circumstances and not becoming unduly influenced by 
individual interests or by others in forming judgments. 

c. Confidentiality: Internal Audit staff shall respect the value and ownership of information 
received, not disclosing information without appropriate authority unless there is a legal or 
professional obligation to do so. 

d. Competency: Internal Audit staff shall apply the knowledge, skills and experience required 
in the performance of internal audit services and continually improve the proficiency, 
effectiveness and quality of the services provided. 

 
III. Procedures  
  
A.  Risk Assessment  
  
Annually, the Office of Internal Audit will perform a risk assessment with the University’s 
Administrative Council members to identify business risks and assign risk factors for audit 
planning purposes.  The risk assessment will be communicated to the Administrative Council, the 
Finance and Budget Committee and the Board of Regents. 
  
  
B. Internal Audit Plan  
 
Annually, the Chief Audit Executive will submit to the Administrative Council and the Finance 
and Budget Committee an internal audit plan for review and approval. The internal audit plan 
will consist of a work schedule as well as budget and resource requirements for the next fiscal 
year. The Chief Audit Executive will communicate the impact of resource limitations and 
significant interim changes to the Administrative Council and the Finance and Budget 
Committee. 
 
The internal audit plan will be developed based on a prioritization of the audit universe using a 
risk-based methodology, including input of the Administrative Council and the Finance and 
Budget Committee. The Chief Audit Executive will review and adjust the plan, as necessary, in 
response to changes in the university’s business, risks, operations, programs, systems, and 
controls. Any significant deviation from the approved internal audit plan will be communicated to 
the Administrative Council and the Finance and Budget Committee through periodic activity 
reports.  
 
C. Ad Hoc Requests 
 
Internal Audit may receive requests for assistance from the Administrative Council, Board of 
Regents and process owners.  Acceptance of requests is at the discretion of the Chief Audit 
Executive.  Completed requests will be reported in an Internal Audit memo to the requestor and 
to the Finance and Budget Committee, if necessary.  Reporting to the Finance and Budget 
Committee would be deemed necessary if, during the review, Internal Audit uncovered any 
fraudulent activity or activity that may harm the University’s reputation.  See also the section 
titled Management Review. 
 
D. Audit Planning 
 
In preparation for an audit, the Auditor will oversee the completion of the following tasks: 



 

 Discuss and determine staffing, scheduling, risks, scope and objectives with the appropriate 

Administrative Council member and the Senior Vice President for Finance and Administration. 

 Discuss and confirm fieldwork timing with the Audit Client. 

 Formally notify responsible party and other appropriate parties of the upcoming audit using 

the documented scope, objectives and timing noted above. 

 Prepare a risk control table and distribute it to the responsible parties being audited, 

requesting control feedback. 

 Prepare necessary questionnaires and distribute them to the responsible parties being 

audited if applicable. 

 Prepare and distribute a document request list, if applicable. 

 Perform analytical procedures of financials and send to the responsible parties for 

explanations / comments, if applicable. 

 Prepare working copies of walkthroughs to be used during fieldwork. 

 Prepare a draft version of the report to be completed during fieldwork. 

E. Audit Execution 
 
Internal Audit will use guidelines from the Institute of Internal Auditors and the Public Company 
Accounting Oversight Board (“PCAOB”) as a basis for audit procedures. 
 
 F. Documentation 
 
Auditing Standard Number Five from the PCAOB provides guidance for the use of walkthrough 
audit procedures.  Walkthrough audit procedures usually consist of a combination of inquiry of 
appropriate personnel, observation of the University's operations, inspection of relevant 
documentation, and re-performance of the control.  Walkthrough documents will serve as a 
repository for identified risks, audit client processes / controls, auditor testing / procedures and 
testing results.  Walkthrough documents will be reviewed and approved by the Chief Audit 
Executive, which is evidenced on the Internal Audit Sign-Off Sheet.  The final audit file will 
contain the audit report, all work papers and walkthrough documents related to the audit and the 
documentation (e.g. email) provided as evidence of review and approval of the related audit 
report. 
 
G. Audit Report 
 
Results of audits included in the Internal Audit Plan will be communicated quarterly to the 
Administrative Council and the Finance and Budget Committee and annually to the Board of 
Regents.  The Auditor will create a draft audit report based on information contained in the work 
papers and the walkthrough document.  Draft reports will be reviewed within Internal Audit and 
with the audit client prior to distribution to the Senior Vice President for Finance and 
Administration.  The draft audit report will be reviewed by the Senior Vice President for Finance 
and Administration and by the President prior to issuing a final report to the Finance and Budget 
Committee and Board of Regents chairperson.  The final audit report will consist of the 
following: 

 Executive summary;  

 Background information;  

 Audit scope and objectives;  



 Good practices identified;  

 Major areas for improvement;  

 Audit procedures; 

 Results and recommendations;  

 Management action plans, responsible parties and target dates;  

 Risk, control and test matrix;  

 Financial profile, if applicable; and  

 Other relevant information. 

 
H. Audit Follow-Up 
 
All observations, recommendations, administration action plans, responsible parties and target 
dates will be recorded in an audit items tracking database.  Quarterly, updates for open audit 
items will be requested from responsible parties.  All communication and information received 
will be recorded in the audit items tracking database.   
 
Quarterly, the open item statuses, including the number of items open, closed and past due, will 
be included in an Internal Audit letter distributed to the Administrative Council.  Annually, the 
open item statuses, including the number of items open, closed and past due, will be included in 
an Internal Audit letter distributed to the Board of Regents. 
 
 
I. Management Review 
 
Management reviews will be performed at the request of University personnel or the Board of 
Regents or the Finance & Budget Committee.  A review, by nature, differs from an audit in that 
there may be no substantive work performed.  The review primarily would consists of tasks such 
as interviewing personnel, documenting processes or reviewing University work papers, etc.   
 
The results of the review would be reported in memorandum format to the appropriate parties.  
The Office of Internal Audit will communicate to the Finance & Budget Committee that a review 
was performed. 
 
J. Quality Assurance and Improvement Program 
 
A Quality Assurance and Improvement Program (“QAIP”) enables an evaluation of the internal 
audit program’s conformance with the Definition of Internal Auditing and the International 
Standards for the Professional Practice of Internal Auditing (the “Standards”) and an evaluation 
of whether internal auditors apply the Code of Ethics.  The QAIP also assesses the efficiency 
and effectiveness of the internal audit program and identifies opportunities for improvement.  
 
The Chief Audit Executive will develop and maintain a QAIP that covers all aspects of the 
internal audit program.  According to the Standards, the QAIP shall include both internal and 
external assessments.  Internal assessments will include ongoing monitoring of the performance 
of the internal audit program and periodic reviews performed through self-assessment.  External 
assessments must be conducted at least once every five years by a qualified, independent 
reviewer or review team from outside the organization 
 



The Chief Audit Executive will communicate the results of the QAIP to the Finance and Budget 
Committee and to the Board of Regents. 
 
  
IV. Related Policies  
  
See also: Standards of Conduct 
  
 
  
  
  
  


