Internal Audit Department

Risk Assessment Methodology
The Internal Audit Department should work with management to create a risk-conscious climate and a risk-based audit plan.  UNM's Strategic Framework, consisting of the University's Mission, Vision, Values, Strategies, Priorities and Goals will be included as a component of our risk assessment to identify risk that may affect successfully accomplishing the Universities goals.  

The Internal Audit Department is using a risk assessment model to select the auditable units to be audited in FY 2009.   Using the risk assessment model will ensure that our priorities are focused on those areas where risks and material exposure is greatest.  The development of a risk-based audit plan includes the following steps:

1. Defining auditable units.  Auditable units are developed based on the University strategic goals, financial and key operational systems, organizational structure, significant University processes, and the Association of College & University Auditors Risk Dictionary.  The auditable units are assigned and audit type as listed below.
a. Core Audits - the core audits identify those business operations whose key controls are relied on day in and day out for the business of the University to be carried out.  A risk assessment may not guarantee adequate coverage over time of these fundamental business operations.  Examples would include student financial aid, budgeting, payroll, and accounts payable/purchasing.

b. Audit hot topics-based upon annual Association of College and University Auditors (ACUA) surveys and possible other sources.

c. Result of internal questionnaires sent to management.

2. Defining the audit universe, which is the compilation of the auditable units.  The audit universe serves as the source from which a five-year audit plan and the annual audit schedule can be prepared. The universe will be periodically revised to reflect changes in the overall risk profile.

3. Developing the risk factors, which are elements of risk for each auditable unit.

4. Assigning a numeric risk rating of 1, 2, or 3.  The ratings are 1 = "low risk" 2 = "medium risk" and 3 = "high risk."  The results of these rating judgments are totaled by auditable unit.

5. Selecting auditable units for inclusion on the audit plan for FY2009 based on the risk ratings.

Risk is any issue that impacts an organization's ability to meet its objectives.  The risk assessment covers the five risk types related to auditable units.

· Strategic risk is risk that affects an organization's ability to achieve its goals. 
· Financial risk is risk that may result in a loss of assets.  
· Operational risk is risk that affects an ongoing management process.  
· Compliance risk is risk that affects compliance with externally imposed laws and regulations as well as with internally imposed policies and procedures concerning safety, conflict of interest, and the like. 
· Reputational risk is risk that affects an organization's reputation, brand, or both.

The risk factors selected for the Risk assessment are as follows:

1. The school/organizations awareness of the strategic framework consisting of the mission, vision, values, strategies, and goals of the University

2. The school/organizations strategic plan alignment with the University’s strategic framework

3. The school/organizations tools and resources to effectively accomplish its strategic plan

4. Prior audit history by Internal Audit Department
5. Prior audit history by external audit entities
6. Level of public Interest

7. Level of University executive interest

8. Adequacy and effectiveness of the system of internal controls

9. Regulatory compliance

10. Organizational, operational, technological or economic change

11. Complexity of activities

12. Exposure of employees by virtue of their job duties to opportunities for unethical conduct

13. Degree of reliance on computerized information systems

14. Employee turnover

15. Number of employees

16. Transaction volume

17. Number of students

18. Annual expenses

19. Dollar value of assets

20. Management judgment.  Questionnaires will be sent to VP’s, Directors, and Deans or designee.
The following attachments have been included in the package.

Attachment A - Audit Process

Attachment B - Audit Universe FY2009

Attachment C - Risk Assessment Survey FY2009
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