INTERNAL AUDITS (Continued)

Follow-up Review On The Audit Of District’s Fuel Inventory Controls (December '08)

» The Transportation Department has largely overcome its past difficulty in managing the District’s fuel inventory by
strengthening various controls.

» Management successfully implemented 10 of the twelve recommendations in our previous audit and two were partially
implemented.

Follow-up Review on the Audit of Custodial Services — Payroll, Timekeeping Related Issues
(December ’08)
» Plant Operations has, in general, improved its payroll recordkeeping and documentation practices.

» We reviewed the actions taken by management to implement the seven (7) recommendations included in our prior
internal audit report. We concluded that of the seven (7) recommendations, five (5) were fully implemented and two (2)
were not implemented.

Follow-up Review On The Audit Of Payroll And Timekeeping Practices At Maintenance And

Facilities Construction (January '09/March '09)

» We reviewed the actions taken by management to implement the recommendations in our prior internal audit report.
Of the 11 prior audit recommendations, only two (2) were fully implemented, six (6) were partially implemented, and
three (3) were not implemented.

» We found that the department needed to improve the documentation of employees’ attendance. Inconsistencies
resulted in $117,000 in questioned payroll costs. An additional $92,600 related to compensatory time that was
erroneously accrued, taken, and/or paid was not recovered, as previously recommended. However, management
began the process of identifying actual lost wages after we began our follow-up.

» In our opinion, the internal control weaknesses previously reported still remain. Given the nature of some audit
findings, this matter was referred to the Office of the Inspector General.
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INTERNAL AUDITS (Continued)

Follow-up Review of the Audit Report Opportunities To Improve The Exceptional Student Education
Program (June ’09)

» In our prior audit report, we concluded that staffing and related expenditures were adequate and complied with program
requirements. However, we found that the ESE program could be conducted more efficiently.

» We made 11 recommendations to improve the conditions noted. Our follow-up review concluded that of the 11
recommendations, management fully implemented 10 and partially implemented one (1).

Follow-up Review of the Audit of Miami-Dade Schools Police Department Overtime Payroll (June '09)

» Our prior audit report disclosed that the Miami-Dade Schools Police Department (M-DSPD) needed to better monitor
overtime to ensure that the annual overtime budget was not exceeded.

» We made 25 recommendations to improve the process. Our follow-up concluded that of the 25 audit recommendations, 18
were fully implemented, five were partially implemented, and only two were not implemented.
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INVESTIGATIVE AUDITS

» The Office of Management and Compliance Audits’ Investigative Division handles cases of fraud and/or
malfeasance discovered by our auditors in the course of their duties, as well as when requests for investigations are
made by the principals or other administrators. In addition, the Investigative Division assists the investigative unit of
the Miami-Dade Schools Police Department when requested.

» The Director of Investigations is responsible for overseeing these cases. In cases involving school audits, he is
assisted by staff from the School Audits Division and works in collaboration with the Assistant Chief-School Audits
Division.

» This year, this division completed nine separate investigations at the school sites, two of which were reported in the
school audits. Regarding the other cases, the allegations could not be substantiated because of poor records or
insufficient evidence to identify the wrongdoer. Two of the seven cases involved the activity of Booster Clubs. The
two cases reported in the school audits were as follows:

Charles R. Drew Middle School

» The former principal reported two separate incidents regarding staff members that collected monies and solicited
funds from the students and the community without her knowledge or approval. These incidents were investigated
by the Civilian Investigative Unit under the supervision of the Director of Investigations. Both incidents were reported
in the school’s audit report, and referred to the Office of Professional Standards for further administrative action.

North Miami Adult Education Center

» Prior to the start of the school audit, the administration reported the loss of a $2,500 cash deposit. Our investigation
could not identify the parties responsible for the theft, but determined that procedures for safeguarding deposits
were not followed. This matter was reported in the school’s audit report.
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EXTERNAL AUDITS

The following audit was performed by KPMG, regarding ERP and dated October 24, 2008:

> Final Assessment Report includes
observations, recommended
actions for key risks and issues
from the beginning of fieldwork on
August 25, 2008 through October
17, 2008.

Oversight Services for ERP Implementation (BOSS)

Financial Audits

The following financial audits of the School Board and its component units were conducted by independent certified
public accounting firms:

Audit of the Dade Schools Athletic Foundations, Inc. for FYE June 30,

2008 Sharpton, Brunson & Co., P. A.

Audit of the Magnet Education Choice Association, Inc. (MECA) for FYE

June 30, 2008 Sharpton, Brunson & Co., P. A.

Audit of the Miami-Dade Coalition Community Education, Inc. for FYE Sharpton, Brunson & Co., P. A.
June 30, 2008

Audit of WLRN Television and Radio Stations for FYE June 30, 2008 Sharpton, Brunson & Co., P. A.
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EXTERNAL AUDITS (CONTINUED)

Audit Report

Audit Firm

Financial Statement on Annual Educational Facilities Impact Fees Agency
Funds of Miami-Dade County as of June 30, 2008

C. Borders-Byrd, CPA LLC

Annual Educational Facilities Impact Fee Audit Report For Fiscal Year 2007-08
Submitted By Miami-Dade County

KPMG LLP

External Auditor's Management Letter

Ernst & Young, LLP

Single Audit Report FYE June 30, 2008

Ernst & Young, LLP

Charter Schools

Charter schools are required to submit independently audited financial statements each year. Our office reviews and
presents these audit reports to the Audit Committee for discussion and forwards them to the School Board. The

following audits were presented during the 2008-2009 fiscal year:

Charter School

Audit Firm

Academy of Arts and Minds

Jordan, Castellon, Ricardo PL

Archimedian Academy

Keefe, McCullough & Co, LLP

Archimedian Middle Conservatory

Keefe, McCullough & Co, LLP

Aspira North Youth Leadership

Alberni, Caballero & Castellanos,
LLP

Office of Management and Compliance Audits
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EXTERNAL AUDITS (CONTINUED)

Charter School

Audit Firm

Aspira South Youth Leadership

Alberni, Caballero & Castellanos, LLP

Aventura City of Excellence

McGladrey & Pullen, LLP

Balere Language Academy

King & Walker, CPAs, PL

Charter School on the Beach

Gravier & Assoc, CPA

The Charter School at Waterstone

Keefe, McCullough & Co, LLP

Coral Reef Montessori Academy

Verdeja & De Armas, LLP

Doctors Charter School of Miami Shores

Gravier & Assoc, CPA

Doral Academy

Gravier & Assoc, CPA

Doral Academy Charter Middle

Gravier & Assoc, CPA

Doral Academy High

Gravier & Assoc, CPA

Doral Performing Arts & Entertainment Academy

Gravier & Assoc, CPA

Downtown Miami

GLSC & Company, PLLC

Early Beginnings — Civic Center

Thomas J. Sims, PA

Florida International Academy

Keefe, McCullough & Co, LLP

Florida School for Integrated Academics and Technologies Miami-Dade

(SIATECH)

James Moore & Co, PL
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EXTERNAL AUDITS (CONTINUED)

Charter School

Audit Firm

Theodore R. and Thelma Gibson Charter

Gravier & Assoc, CPA

Eugenio Maria de Hostos

Alberni, Caballero & Castellanos, LLP

International Studies Charter High

Gravier & Assoc, CPA

Keys Gate

Keefe, McCullough & Co, LLP

Lawrence Academy

James Accounting & Tax Practice, PA

Lawrence Academy Senior High

James Accounting & Tax Practice, PA

Life Skills Center-Liberty City BKHM, CPA
Life Skills Center Miami-Dade County BKHM, CPA
Like Skills Center Opa-Locka BKHM, CPA

Mater Academy

Gravier & Assoc, CPA

Mater Academy Charter Middle

Berman, Hopkins, Wright & Laham CPAs & Assoc, LLP

Mater Academy High

Berman, Hopkins, Wright & Laham CPAs & Assoc, LLP

Mater Academy Lakes Middle

Gravier & Assoc, CPA

Mater Academy Lakes High

Gravier & Assoc, CPA
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EXTERNAL AUDITS (CONTINUED)

Charter School

Audit Firm

Mater East Charter School

Berman, Hopkins, Wright & Laham CPAs & Assoc, LLP

Mater East Academy Middle School

Gravier & Assoc, CPA

Mater Academy East Charter High

Gravier & Assoc, CPA

Mater Gardens Academy

Gravier & Assoc, CPA

Mater Gardens Academy Middle

Gravier & Assoc, CPA

Mater Performing Arts & Entertainment Academy

Berman, Hopkins, Wright & Laham CPAs & Assoc, LLP

Miami Children’s Museum Charter School

Gravier & Assoc, CPA

Miami Community Charter

O’Sullivan Creel, LLP

Miami Community Charter Middle

King & Walker, CPAs, PL

Oxford Academy

Stuart Sutta & Co., PA

Pinecrest Academy (South Campus)

Gravier & Assoc, CPA

Pinecrest Academy Charter Middle

Gravier & Assoc, CPA

Pinecrest Prep Academy

Gravier & Assoc, CPA

Renaissance Elementary

Keefe, McCullough & Co, LLP

Renaissance Middle Charter School

Keefe, McCullough & Co, LLP
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EXTERNAL AUDITS (Continued)

Charter School

Audit Firm

Somerset Academy

Gravier & Assoc, CPA

Somerset Academy Charter Middle

Gravier & Assoc, CPA

Somerset Academy Charter High

Gravier & Assoc, CPA

Somerset Silver Palms K-8 Center

Gravier & Assoc, CPA

Summerville Advantage Academy

King & Walker, CPAs, PL

Sandor Weiner School of Opportunity-North

Keefe, McCullough & Co, LLP

Sandor Weiner School of Opportunity-South

Keefe, McCullough & Co, LLP

Youth Co-Op

GLSC & Company, PLLC

Community-Based Organizations (CBOs)

Providers of alternative education services are required to submit audited financial statements each year. Our office
reviews and presents these audit reports to the Audit Committee for discussion and forwards them to the School Board.

The following audits were received during the 2008-2009 fiscal year:

Community-Based Organization

Audit Firm

Dade Marine Institute

Cross, Fernandez & Riley, LLP

Lincoln Marti Community Agency, Inc.

GLSC & Company, PLLC

Richmond-Perrine Optimist Club, Inc.

Nzeribe & Co., PA
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NON-AUDIT SERVICES
CIVILIAN INVESTIGATIVE UNIT (CIU)

Mission

» To ensure equitable, effective, and efficient processing of complaints made against school personnel.

» To provide due process to all personnel subject to investigations regardless of gender, race, or ethnicity.
» To maintain the integrity and quality of personnel investigations in the District.

Duties

» Investigate all serious non-criminal complaints made against Miami-Dade County Public School personnel
relating to School Board Rules violations that could result in disciplinary action.

» Maintain the confidentiality of all investigations and records under the provisions of applicable state laws and School
Board rules.

Nature Of Work

» Complaints that may be referred to CIU include but are not limited to: violations of the Code of Ethics, professional
duties and responsibilities, inappropriate employee-student relationships, violence in the workplace (non-criminal),
corporal punishment (non-criminal), and unacceptable use of the internet. CIU does not investigate allegations of
violation of civil rights.

Personnel Investigative Model (PIM)

» The model for conducting investigations of allegations made against employees of M-DCPS. This model was
approved by the School Board of Miami-Dade County on November 17, 2004, including time-sensitive parameters
for processing and completing cases.
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NON-AUDIT SERVICES

CIVILIAN INVESTIGATIVE UNIT (Continued)

» Listed below is the information pertaining to cases located within CIU that were either closed in 2008-2009, or
pending at June 30, 2009.

» Four investigators processed a total of 253 cases during the year, of which 184 were closed by the end of the year.
One case was re-assigned to the General Investigative Unit (GIU) since we determined it was criminal in nature.

No
Probable Probable Supplement-no No Reassigned to
Totals Cause Cause Unfounded changes Withdrawn Findings GIU

Prior Year Cases Closed in

2008-09FY 26 12 13 0 0 1 0 0
Cases Opened and Closed

in 2008-09FY 158 42 83 21 6 4 1 1

Cases Pending at Year
End* 69
Totals 253 54 96 21 6 5 1 1

*19 cases already closed by the time of this report.

Case Terminology

» Probable Cause — It is more likely than not that the alleged incident occurred.

»No Probable Cause — The absence of probable cause.
» Unfounded — A baseless, unsupported accusation, not based on fact or sound evidence.
» Supplement—following consideration of the written exception, if filed, OPS will request a supplemental investigative report, if appropriate. In

instances where additional information is provided, via a supplemental investigative report, OPS will review the information and render a final

determination.

» Withdrawn — Complainant recanted or refused to cooperate and withdrew complaint; or employee retired/resigned and no further action deemed

necessary.
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NON-AUDIT SERVICES
OFFICE OF CIVIL RIGHTS COMPLIANCE

Mission
» To deter and investigate harassment and discrimination based on the following protected categories: race, color,

religion, ethnic or national origin, gender, sexual harassment, sexual orientation, political beliefs, marital status, age,

social and family background, linguistic preference, pregnancy, disability, and/or retaliation, and the Family Medical
Leave Act (FMLA).

Objectives

» Attempt to deter discrimination/harassment by disseminating information regarding the importance of providing equal
opportunity, and equal access in employment and educational services and programs.

» Ensure that employees work in an environment that is free of illegal discrimination and harassment, including sexual
harassment.

Duties and Responsibilities

» Provide technical assistance to Miami-Dade County Public Schools personnel on compliance with various federal laws,
state and local statutes and regulations, and School Board rules regarding equal opportunity, and equal access in
employment and educational services and programs.

» Investigate complaints of civil rights violations filed by employees, students and their parents, applicants, or former
employees in an objective, thorough and timely manner.

» Respond to charges of discrimination and harassment, including sexual harassment, filed by employees or students
with federal or state enforcement agencies such as, the Equal Employment Opportunity Commission (EEOC), the
Department of Labor (DOL), the Florida Commission on Human Rights (FCHR), and the Office for Civil Rights (OCR).
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NON-AUDIT SERVICES
OFFICE OF CIVIL RIGHTS COMPLIANCE (Continued)

Status Of Work Performed During the 2008-2009 Fiscal Year Complaint
» Received 276 calls from M-DCPS employees, students, and parents seeking E;‘ifg;‘i;’ Catizrory Rank
direction as to whether or not they have a complaint based on a protected —
category and/or the appropriate place to voice their concerns. Retaliation 46 !
» Conducted 188 training sessions at individual schools and other departments; Sexual " )
reaching over 12,418 employees throughout the District. PR 2
» Investigated 110 internal complaints of harassment/discrimination filed by Race 34 3
students and employees. Of the 110 cases, 107 were closed by the end of the Ethnic/National
fiscal year. Origin 32 4
» Responded to 26 charges of discrimination filed by M-DCPS employees or Age 20 5
students/parents with federal or state enforcement agencies. Of these, 11 cases
. . . Gender 16 6
were closed and 15 remained open at the end of the fiscal year, pending
disposition by the respective federal or state agency. Color 14 !
» Complaints may allege Disability 12 8
, , , , discrimination/harassment Linguistic
¥ The following table provides information on the based on multiple Proference 7 9
status of complaints and disposition of the protected categories. For |
. . . . . Religion 7 9
cases filed during fiscal year 2008-2009: example, an employee
may claim discrimination FVLA ° v
Internal Complaints based on race and Pregnancy 4 1
Federal/ gender; or age, national Sexual
State origin and gender. The Orientation 4 u
Case Status Employees Students Agencies Total .
table to the right reveals Social and Family
Filed 94 16 26 136 that retaliation was the Background 4 1
Probable most frequently cited ooliical Belif ) ’
Cause 6 ! 0 ’ category, followed by e
sexual harassment and Marital Status 0 13
Open/Pending 3 0 15 18
race. Total 249
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ACTIVITIES

District Liaison To Florida Auditor General’s FTE Examination

» During this year, our office was actively engaged as the audit liaison to the State of Florida Auditor General’s team
of examiners who reviewed the District’s reported number of full-time equivalent (FTE) students under the Florida
Education Finance Program (FEFP) and number of students transported for the fiscal year ended June 30, 2008.
Throughout the audit process, which started in the summer of 2008 and concluded in April 2009, we facilitated
communications between the District and Auditor General staffs; and coordinated with senior management the
drafting of audit responses. We expect to present the final report at the Audit Committee in September 2009.

Money Matters Support Program

» This office continues to actively participate in the Money Matters Support Program that School Operations offers to
Principals. This program focuses on improving accountability and the implementation of best business practices at
the school sites. During the various sessions offered this year, the Assistant Chief Auditor for the School Audits
Division and other audit staff members presented and discussed topics related to school audits.

Title | Audit Presentations To Principals

» At the beginning of the fiscal year, the Assistant Chief Auditor for the School Audits Division participated as
presenter during the Title | Administration training sessions offered to principals of Title | schools. Topics discussed
related to the Title | audits conducted at the schools.

Team Member Of Council Of Great City Schools’ Review

» The Assistant Chief Auditor for District Audits participated as a strategic support team member of the Council of the
Great City Schools in its review of the Atlanta Public Schools’ Facilities, Maintenance and Operations function.

Staff Participation In Various Committees
» Pursuant to Board Rule, internal audit staff has been actively participating as non-voting members.
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ACTIVITIES
The Ethics Advisory Committee

» The Ethics Advisory Committee (EAC) was created in 2002 by the School Board to restore the public confidence
in our public schools and educate all stakeholders as to the required standards of ethical conduct. The
Committee is composed of seven (7) independent volunteer members.

» The School Board has adopted enhancements to ethics rules recommended by the EAC, resulting in corrective
actions to restore the public trust.

» The Chief Auditor serves as the official liaison to the EAC, charged with facilitating all administrative tasks needed
to support the Committee as it strives to discharge its responsibilities.

» Accordingly, staff from the Office of Management and Compliance Audits prepare the agendas and minutes for
the EAC meetings, assist with research, correspondence, and preparation of the annual report; and coordinate
presentations by appropriate District staff when their support is required.

Staff Development

» The audit staff participated in a two-day seminar held at the District by a private provider on auditing for fraud and
interviewing techniques.

» On May 20, 2009 and June 18, 2009 the audit staff also participated in one-day seminars provided by Ernst &
Young, LLP. Topics discussed related to governmental auditing and other accounting issues.

» These informative training sessions qualify for continuing professional education required under the Government

Auditing Standards.

Staffing Issues

>

The reduction in force in the District and a strict District-wide hiring freeze resulted in a severe staff shortage in
the Controller’s office. Also, that office required shifting of resources to support the development of the ERP
Financial reporting module. Our office agreed to transfer an Audit Director position to the Controller’s Office in
order to support the District’s ongoing financial recording and reporting system needs.
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ACTIVITIES

Hiring of Audit Firm to Perform Construction Audits

» In accord with our recommendation in our audit of construction projects, and in collaboration with the Office of
School Facilities and Procurement Management, we contracted the services of an independent certified
public accountant to perform construction audits on selected completed construction projects.

» The services were contracted under an existing bid in place at another school district. The CPA firm, Carr,
Riggs & Ingram, LLC, which has successfully performed these audits under contract with several Florida
school districts, was retained.

» The audit consists of two phases: 1) completing a reconciliation of three construction projects; and 2)
validating the cost of the projects, which include three change orders valued at more than $1.5 million each. It
was agreed that Phase 2 of the project would be performed prior to Phase 1.

» The Office of Management and Compliance Audits coordinates the work. As of August 2009, The CPA firm
completed Phase 2 and was in the process of completing Phase 1.

» The results of this audit will be presented to the Audit Committee once the last phase of the audit is
completed, and the final report is discussed with management.
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FY 2009-10 Annual Audit Plan and
Tentative Budget
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Supwrinierdent of Schools Mami-Dads Cowrsly School Bosrl
Albarto M. Carvelio Or. Sofornon C. Siinzon, Ghalr

June 16, 2009 L. Villbart “Taa” HolBowey

The proposed audit plan for fiscal year 2009-2010 was developed in concert with supervisory
personnel from the Office of Management and Compliance Audits, applying a systematic risk
assessment and using traditional time-proven techniques that assist us in deciding the audits
that should be conducted this coming year.

This year, selected school audits will include a budget component. This component will be in
addition to the areas regularly audited in the past; and in anticipation of the Audit
Committee’s new expanded role, which will include monitoring the budgeting process. District-
wide audits will consist of a mixture of carryover audits and new audits in the areas of
construction, procurement and IT, among others.

Although the primary responsibility for the audit plan rests with the Chief Auditor and this
office, we welcome input from the School Board and Audit Committee members, the
Superintendent, and senior management staff, to make this plan successful and complete.
Any changes or additions to the plan will be incorporated into the final audit plan and brought
to the September 2009 Audit Committee meeting for your consideration and approval.

Respectfully yours,

/czef @gm@

Jose F. Montes de Oca, CPA, Interim Chief Auditor
Office of Management and Compliance Audits

Page 30



Planning Process

Based on:

» Budget Analysis
» Risk Based: RISK BASED
» Materiality

» Past Audit Coverage
> Internal RiSk DETERMINE UNDERSTAND UNSDEE(S)B?_ND IDENTIFY

1 COMMITT & DISTRICT’S ROGRAM
> EXte r n al R I S k SUPERTE.’ES MISSIO-lI:l, Zgﬁ?sgfgssl lTb‘ND / OR
. . EXPECTATIONS GOALS, RISKS, AND PROCESS
STRATEGY & AND RISKS
> Information Risk e A e

» Input from:
> School Board
> Audit Committee STERS:
. 1. PROGRAMMATIC BUDGET ANALYSIS
> Superlntendent Of SChOOIS 2. PROGRAMMATIC RISK ASSESSMENT
> Sen Ior Management 3. MANAGEMENT INPUT FOR AUDIT PLAN

4. DEVELOP AUDIT PLAN
5. AUDIT PLAN APPROVAL
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School Audits Division

e Universe Comprised of 357 Schools
and Centers

>
>
>

FInancial statements of internal funds;
Payroll;

Purchasing Credit Card Program;

»1.T. controls; -~
»Federal Funds/Title I; A
» Florida Education Finance N

»School Budgets

Program/FTE; and Ti\ik %
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School Audits Division

Changes to Audit Coverage/Resource Allocation:

e |Internal Funds to be audited at 70-80% of
schools to increase number of:

»Title | Audits
»Budget Audits (new audit component)

e Payroll, Credit Card, IT, FEFP to be conducted at
selected schools

e Property Audits at all schools
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District Audits Division

Internal Audits
e Four Carryover Audits from FY 2008-09

» Audit of Social Studies/Life Skills Programs and Activities (In Progress)
» Audit of Fringe Benefits Administration (In Progress)
» Audit of TOKLA Charter School FTE Funding (Completed)

» Audit of Schools Police Department’s Credit Card and Other Purchases
(Report Drafted as of September 1, 2009)

IT Audits
e Two Carryover Audits from FY 2008-09

» Audit of Instructional Technology Purchases (Report Drafted as of
September 1, 2009)

» School Site IT Security - IT Audits performed by IT staff year-round
are reported as part of school audits.
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Internal Audits Carryover

Audit of Social Studies/Life Skills Programs and Activities

>

The Division of Life Skills and Special Projects supports and drives the
curriculum for a diverse range of school-based programs, including visual
arts, JROTC, drivers education, music, dance, speech and debate. The
division also manages approximately 20 contracts with various service
providers.

The objective of the audit will be to evaluate the delivery of services and the
propriety and effectiveness of related expenditures.

Audit of Fringe Benefits Administration

>

Certain fringe benefit administrative functions are managed through a third
party administrator (TPA). In FY 2008, contracted expenditures were $3.4
million, based upon a fixed rate per employee per month.

This audit will evaluate the delivery of services, for effectiveness, pricing and
the propriety of related expenditures.
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Internal Audits Carryover

Audit of TOKLA Charter School FTE Funding

» The Tree of Knowledge Learning Academy, Inc. (TOKLA) is a
Miami-Dade County charter school. The School began operating
on the first day of the 2008-09 school year and serves at-risk
students and students with disabilities in grades K-12 that are
home and hospital based. Jackson Health System (Jackson)
ﬁrovi_dels the School limited office and classroom space at the

ospital.

» This audit was requested by the District’'s School Operations
office and authorized by the previous Chief Auditor and the
approved FY 2008-09 Audit Plan. The objective of this audit is
to determine the adequacy of controls over FTE funding
provided to the Tree of Knowledge Learning Academy, Inc.,
(TOKLA) charter school (the School) for the 2008-09 fiscal year
and propriety of its use.
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Internal Audits Carryover

Audit of Schools Police Department’s Credit Card and Other Purchases

» Upon the request of the Interim Chief of Police, we initiated an
audit of the Miami-Dade Schools Police Department’s credit
card and other purchases. The Chief was concerned about
whether adequate internal controls were in place over the
department’s procurement practices. The department’s
operating budgets over the last two fiscal years ended June
30, 2008 and June 30, 2009, were $23 million and $18 million,
respectively.

» The audit focused on evaluating the internal controls and
procurement practices over the department’s use of the
district-provided purchasing credit cards. We also evaluated
purchases made by the department through the conventional
purchase order route. Both types of purchases were evaluated
for accuracy and propriety and recommendations will be made
where deemed appropriate.
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IT Audits Carryover

Audit of Instructional Technology Purchases

» Significant resources are dedicated to information
technology. During FY 2008, more than $24 million,
exclusive of Title I dollars was expended for instructional
technology. The department responsible for
administering these purchases and the distribution of
purchased technologies operates with a budget of more
than $4.5 million.

» We need to address whether adequate planning and
controls are in place to assure that hardware and
software is being purchased in the most appropriate and
cost effective manner. We also need to evaluate whether
purchases made by the District are placed in locations
with adequate infrastructure necessary to support it.
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IT Audits Carryover

School Site IT Security

» Schools store and manipulate vast amounts of data,
Including student, personnel, business and accounting
records.

» Our objective will focus on providing reasonable
assurance that the risk of unauthorized access,
modification, disclosure, loss, theft, disposal or removal
of data is minimized. The audit will also assess the level
of technological support provided by ITS.
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District Audits Division
Four New Internal Audits Planned

» Audit of Financial Operations and Budgeting
Practices

» Review of Controls and Accountability and
Transparency Mechanism Over The America
Recovery and Reinvestment Act (ARRA)
Disbursements

» Audit of Selected Construction Projects

» Audit of the School Board Attorney’s Office
Operating Practices and Procedures
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District Audits Division

Audit of Financial Operations and Budgeting Practices

» Financial operations and budgeting are critical functions of
the district. The budget of M-DCPS is prepared, reviewed,
and approved in accordance with applicable statutes, which
set forth specific requirements for this process. In this
process, certain estimates and assumptions are made. The
last time any controls and processes of this function were
audited was December 2003.

> We will review the Dbudget development, approval,
amendment and monitoring processes to determine
whether adequate controls are in place and in compliance
with statutes. The audit will also review and evaluate the
reasonableness of estimates and assumptions made.
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District Audits Division

Review of Controls/Accountability/Transparency
Mechanism Over ARRA Disbursements

» The America Recovery and Reinvestment Act (ARRA) has
extremely rigorous accountability and transparency
requirements. The district has received ARRA provided
funds and would need to ensure that sufficient and
adequate internal controls are in place over the use of
these funds to comport with these requirements and
prevent fraud, waste, and abuse.

» The objective of the audit will be to evaluate the internal
controls in place over the use of ARRA funds to ensure the
risk of fraud, waste, and abuse is minimized.
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District Audits Division

Audit of Selected Construction Projects

» The School District's Proposed Five-Year Capital Plan has
Identified almost $603 million of estimated facilities needs
over the next five years. Our last internal audit of selected
capital construction projects valued at $87 million and
awarded between January 2004 and December 2007
identified potential cost savings of $2.3 million. According
to Facilities, another $382 million of capital projects were
awarded in FY 2007-08, and $343 million in FY 2008-09.
Projected capital projects awards for the FY 2009-10 are
$95 million.

» We will sample new construction and renovation projects
and evaluate the propriety of the award process, project
management and internal controls.
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District Audits Division

Audit of the School Board Attorney’s Office Operating
Practices and Procedures

» The School Board Attorney’s Office renders a vital service to the
school district by providing the Board and staff legal opinions and
guidance in a number of different legal areas. The School Board
Attorney is also charged with identifying, selecting and contracting
with outside firms and individuals that provide augmented legal
opinions and guidance on behalf of the district.

» We will evaluate that office’s operating practices and procedures
to ensure that adequate internal controls are in place; that those
practices and procedures comport with established rules and
regulations; and that the office functions in an efficient and
effective manner. We will also review and evaluate the process in
place to identify, select, and contract outside legal counsel and
examine their billing for propriety.
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District Audits Division

Four Long Range Audits:
» Audit of Energy Management
» Audit of Roofing Replacement Program
» Instructional/Non-Instructional Training

» Audit of Capital Construction Direct Purchases
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District Audits Division (Long Range)

Audit of Energy Management

» The District Inspections, Operations and Emergency
Management (DIOEM) Department is responsible for
monitoring and programming the District’'s energy
management system. Energy services costs for FY 2008-
09 are projected at $96 million. DIOEM also manages
approximately $4.3 million in contracts for systems
performance monitoring and verification and equipment
maintenance and services.

» The audit will focus on identifying efficiencies and cost
savings opportunities that may be achieved by having
good systems in place, as well as establishing energy
conservation programs at schools and district offices.
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District Audits Division (Long Range)

Audit of Roofing Replacement Program

» Maintenance Operations is responsible for replacing and
repairing roofs that are in need of repair. During the FY
2008-09 Maintenance Operations spent $7.4 million in
providing these services on 46 projects.

» This audit will evaluate contracting methodology, pricing
and administration to ensure that there is effective and
efficient pricing and cost control procedures in place.
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District Audits Division (Long Range)

Instructional/Non-Instructional Training

» Through the Department of Professional Development,
the District delivers rigorous research-based, field-tested
learning experiences, programs and resources for
teachers, principals, administrators and support
personnel to increase student achievement.

» The objective of the audit will be to evaluate the
effectiveness of the delivery of services and the
propriety of related expenditures.
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District Audits Division (Long Range)

Audit of Capital Construction Direct Purchases

» The School District's Proposed Five-Year Capital Plan has
identified almost $603 million of estimated facilities
needs. Projected capital project awards for FY 2009-10
are $95 million. According to Facilities, more than $186
million were allocated for direct purchases during the
last four fiscal years. The costs of materials used in the
underlying projects could range between 40-50% of the
facilities costs, and are normally subject to 7% sales tax
unless purchased directly by the District.

» We will sample new construction and renovation projects
and evaluate the propriety of the amount of direct
purchases received and the internal controls over
managing these purchases.
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Other Non-Audit Services

Charter School Fiscal Review

» During FY 2008-09, the District sponsored as many as 77
charter schools with student enrollment of approximately
23,000 and at estimated cost in excess of $173 million. As
the sponsoring school district, M-DCPS is statutorily
responsible for substantial monitoring and oversight, including
fiscal, operational, health/safety and academic performance.
We will review the required audits submitted by these schools
and present them to the Audit Committee for its review and
input to the School Board.

Community Based Organization Fiscal Review

» During FY 2008-09, the District contracted with three
community-based organizations primarily for alternative
education. Activities were conducted at 5 campuses serving
up to 742 students at a cost of approximately $3.3 million. We
will  review the required audits submitted by these
organizations and present them to the Audit Committee for its
review and input to the School Board.
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Other Non-Audit Services

Review of External Audit Reports

» Certified financial statements are provided by other agencies
per contract and Board rules.

Coordinate And Provide Contract Oversight Of External
Auditors

» District financial statements, Single Audit, Impact Fees,
WLRN, Magnet Education Choice Association, Inc.,
Miami-Dade Coalition for Community Education, Inc.,
and Dade Schools Athletic Foundation, Inc.; all require
audits from external CPAs. We will review these audits
and submit them to the Audit Committee for its review
and input to the School Board.
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Other Non-Audit Services

Audit Recommendations Follow-Up

» Audit Follow-Up is a function of the internal
audit process and is required by School Board
Rule 6Gx13- 2C-1.14, Article IV.B.
Implementation of Prior Audit
Recommendations will continue to be
monitored.

Office of Management and Compliance Audits Page 52



Investigations/Forensic Audits

Performing Forensic Audits In The Following
Areas:
» Misappropriation Of Funds
» Missing Inventory/Equipment
» Payroll Fraud and Other Fraudulent Activity
» Charter School Misfeasance

Overseeing Investigations Conducted By:
» Civilian Investigative Unit — CIU

Supporting And Collaborating With:
» Miami-Dade School Police
» Office Of Professional Standards — OPS
» State Attorney’s Office
» Inspector General — IG
» District Offices
» Office of Civil Rights Compliance - CRC
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Property Audits

Property Inventories

» Perform physical inventory counts of all property with a
cost of $1,000 or more, at over 500 work locations.
Results of school property audits are reported as
part of school audits.

» During FY 2008-09 our Property Auditors accounted for
approximately 103,000 items with an approximate
cost of $370 million.

Audit of Year-End Inventories & Cycle Counts

We conducted year-end physical inventories at the following
locations in support of the financial/external audit:

» Food and Nutrition

» Transportation

» Maintenance and Materials Management
» Stores and Mail Distribution

» Textbook Inventory Services
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Internal Audit Staffing

Resource Allocation 2009 2010 A Comments
Chief Auditor & Administrative Support Staff 4 4 No
Change
One person is on
medical leave and PAC
School Audits 16 14 -“13% no longer available; and
another promoted to
another department.
One person transferred
to another department;
Non-School - Operational & Performance however, auditor
Audits 8 8 0 previously assigned to
ERP oversight re-
assigned to this
division.
Auditor no longer
. 220 assigned to monitor
Information Technology 3 2 33% ERP. Re-assigned to
Non-School Audits.
Property Audits 6 6 No
perty Change
Sy No
Investigations 2 2 Change
Totals 39 36 -8%
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Comparative Budget for Auditing
Activities

KPMG ERP » The budgeted amount of

Quersight Fees $381,820 is to pay for external

audit services to be provided by
Ernst & Young (E&Y), Sharpton,

Audit

| Fees o | 4381820 Brunson & CO., and C Borders-
E&Y, — Byrd, CPA LLC.
Sharpton $63,403
Brunson
and » Although audit fees were

CBByrd tentatively budgeted at the prior

year’s level for FY 2009-10, E&Y
has decreased its fees by 15%, or
$64,860. The budget has been
adjusted and the fee payments
will be adjusted, accordingly.

*  $253,240 in FY 2008-09 was budgeted at a later date.
This covers the contract with KPMG’s ERP Oversight
Services for $300,000, of which $262,220 has been
paid as of June 30, 2009.

2009 Annual Budget* 2010 Tentative Budget
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