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INDEPENDENT AUDITORS' REPORT

To the Board of Trustees
Rocky Mountain Institute
Boulder, Colorado

We have audited the accompanving financeal statements of Rocky Mountam Instroute (3 Colorado non-
profit corporation), which are comprised of the siatements of financial position as of June 30, 2013 and
2002, and the related stmements of activites and cash flows for the vears then ended, and the related
notes 1o the financial sislements.

MANAGEMENT™S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Manapement 15 responsible for the preparation and fuir presentation of these financial statements in

socordance with accounting principles penerally accepted in the United Suates of America; this

includes the design, implementation, and maintcnance of infemal controd relevant to the preparation

mﬁw presentation of linancal stxements that are free from materal misstalement, whether due 1o
OF CETOT.

AUDITORS RESPONSIBILITY

O responsibality 15 10 express an opinion on these financial stotements based on our sudits, We
conducted our audins i accordance with sudinng standards penerally sceepted in the Unated States of

America, Thise standands require that we plan and perform the audit 1o oblain reasonable asurance
about whether the financial stabements are firee from material msstadement.

An audit mvolves perfomung procedures to obtain audil evidence about the amounts and disclosures m
the financial stmements, The procedures selected depend on the suditors” judgment, including the
assessmeent of the nsks of matenal misstatement of the Tinancial statements, whether due 10 fraud or
error. In making those nsk assessments, the suditors consider internal control relevant 1o the entity’s
preparation and fair presentation of the financial statements in order to design sudit procedures that are
appropiate in the carcumstances, but not for the purpose of expressing an opimion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinson. An msdit also mclodes
evaluating the approprnateness of asccounting polickes wsed and the reasonableness of significant
sccounting estimales made by management, a5 well as evaluating the overall presentation of the
financial staiemenis.

The Local Church Audit
Why would o Incal dhurch wamt o audil? Here are o lew:

A kil 74 The Beal way wee dumd the Goemerad Conlerence) know of
& prbect tho persims the keal charch elocrs soofTives of fnancisl nesponsibiliny fmom
ursanmumed charges of capeless or improper handling of fumils;
® 10 boild the irosi and vontsdence of the tisangal supporiess of the church oo the way their
sy s Being secoemied Eor (rust and cosdidesee lead 1o imspeoved parnemss of Onescinl
Apyeai k.
& st babirs of facl respoecsibiliy Bo sssees shat when thers: @ [urmever in posssnic]
there will be continuity :n accountabilicy and nothisg will fall deough the cacks;
® 0 aswere that gufts made 1o the church with special condilions aitadted me consestzaily
adresrgieded in socoed e with the: donors” ssansctioes, and 1hus [t doeners oo deeir
Filts e sl s inendind:
& i prowicde checks amd balances for sums. neceived and expendid. Conducting an aisdil is
mot & svmsbod of diseuse
It i5 & enark of pespoacibiling.
Ir ds povol shewaenddip dememcdralod Toe all i aae
It 15 & messape o docal charch dosors that you cane gbow ther guits.

Tii Whe dle Mnitiom of o kel chivech andif, whal does “indegendont” moan?

"Indepemdent” means thint ihe audilor must not be subjed to conirul or influence by anyome who
has pespossibiliry foc the fisancial accoums and recoeds of the bocal churche There should not be
vt Lhe appesiranee of o rebaticmedip that masy dilule the pereeption ol e indopendience of the
afigor,

Can you oatline just whal am sodit does?
Fur alimers, an gt should:
* Independemly verify the nepons of the treasurerizic
®  Fullow the mimey und tost how il is treated af dilferen] sieps:
= Doxcument that domated and varmed funds of the congregation  have been used us
slipuliied by the donors,
*  ln eddition o oo ki dee cash theough the syvasem, an sodion 1y pically will svalusee
* Apgvining conrals [systems that rednee the possibileny of ke or e
* Segregalion of dulies (assrances thal more thum ome person is mmalved in critical
steps im bandling mosey so thal ihere can be checks and balancesic
v Resnnabieniss of syaemm amt procedimes in the lizhe of @0 Gctors, inching the
st of the chrarch and its budgel:
*  Systems bor rerainieg ond scoessig meeiing minures tha have Gnancisl implscations
fie., Fsanoe Coinesines, Choncds Boesd | smd
»  Feconds that show donors’ stipolations foc the use of gifis made o the local church,

Recommendation

The Commissioner of the Depariment of Education dhould work with Achievement School
District Superintendent and fiseal staff within each CMO 1o ensure that proper internal controls
are designed and in plxce w ensure all levels comply with federal regulations when spending
gram funds,

The Achievemens School Disirict Federal Programs Fcal Manager should thoroughly review

reimbursement requests and only approve the requests for payment if they are property supporied

in compliance with federal requirements. Addionally, the Fiscal Manager and the Achlevement
‘ hools*

Schools Chief Fimancial Officer should has all A are in

with federal before o the for repayment. ASD
should continwe © wrain and communicate with school operators about federal requirements,
bncluding cost principhs.

Funthermaore, the School Improvement Fiscal Director or another depariment emplayes should
thoroughly review  the ASD's i requests and
decumentation 1o ensure tat all expenditures charged 1o the School Inprovement Grants
program comply with federal requirements. The department should continue 10 monitor the
Achievement School District to ensure that the ASD has implemented appropriate intemal
controls aver p Grants rei process.

Finally, management should evaluate the effectivencss of the comtrol activides they have
idemified for this risk and update the deparoment’s annual risk asessment to reflect any new
controls management | mplements.

Management’s Comment.

W concur, The Achievement School District (ASD) and other department divisions that suppon
the ASD are cumcntly undergoing intemal review as directed by the department’s Chiefl
Operating Officer (CO) to mprove policies, procedures, and internal controls across both fiscal
and federal program operaticns, In immediate respanse to concers, federal reimbursements 1o

the ASD were placed on hold in Lite Becember 2015 pending the completian of this review and
impravement work. Additionally, the ASD's Chief Financial Officer resiged on December 18,
2015.

Beginning in Janusry 2016, the department’s CO0 has led a team of staff members (with federal
programs and fiscalaudit expentise). in close coonfindtion with the ASD'S General
Counsel TOO and leadership team, to review all of the current federal programs procedures for
the ASD and its schoals and rake appropriate comective actions, Revisions are bring coordinasd
with the ASD district team, dired -run schooks, and chaner school operators o ensire appropeiste
understanding and documentation are in place. This work s further supporied by the

o s Office of C i Planning and ing (CPM) wam to holster
understanding of federal regulations and cost principles. The COO's ieam Is also reviewing




CONSTRUCTION AUDIT PROGRAM
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GENERAL:

Some of the Distri

nuction, facility
dlars,

upgrades, and ren s ons s

invoing engineering, design, contractors, materials, and construction. The

(s Management Department is for the design, construction and

maintenance of the District's buildings and grounds and the management of its real

property,

AUIDIT OBJECTIVES

1) G policies and d for G L e t have been
established

3)  The District & in compliance with all applicablie liws and regulations;

3] The District has an effective system of controbs in place that assist in
appropriately managing construction-related cost;

4)  Construction-related payments are made in accordance with contractual kmtations
o masmums;

5)  Constructionproject bids were awarded in compliance with applicable rules
and regulations;

6)  Changes from the initial contract award amount and the final contract price were
appropriately negotiated and documented;

7] Determine that payments for various components of construction and
development costare not duplicated,

8)  internal controls over change orders to the contract are appropriate and adequately
documented,

9)  District facilties and construction projects are adequately protected from liability
by insurance and bonding programs;

Internal audit report for finance department. Internal financial report format. Format audit internal.

Auditors are professionals who examine a company’s financial information. Usually, they have a specific goal for which they investigate this information. During this process, they collect evidence which they can use to form an opinion based on the audit objective. Once they do so, they provide their findings in the form of a report that they present to
the intended users.There are two prevalent types of audits that auditors may perform, including external and internal audits. There are many differences between both of these. Because of that, the audit reports and the content for each will also vary. For external audits, the report format is very well-known. However, some people may not know about
the contents of internal audit reports.In this article, we cover the main key elements of the contents of the internal audit report. Before we jump into these, let’s firstly understand what the internal audit is and its process.What is Internal Audit?Internal audit is a process in which internal auditors evaluate a company’s internal controls. Based on that
evaluation, they gather evidence regarding how effective a company’s internal controls are when mitigating risks. On top of that, internal audits include examining a company’s corporate governance and financial reporting processes.Internal audits are a part of a company’s operations undertaken by internal auditors. These auditors are the
company’s employees. It differs from external auditors, where the auditors work for an external audit firm. Regardless of the type of audit, both auditors are independent of the management and objective in their audit.What is the Internal Audit Process?Internal audits don’t have a distinguished process. Instead, it may differ according to the
company’s needs. However, most internal auditors begin their process with planning. During this stage, they define the objectives for the auditing. Usually, this includes identifying weaknesses within a company’s internal control systems. The planning stage is crucial for shaping the overall internal audit process.READ: Internal Audit Planning: What
is It and How is It Importance?Once internal auditors plan for the internal audit, they get to the execution phase. During this process, they follow the plan and perform fieldwork. Therefore, they investigate the company’s internal controls and financial reporting processes. This stage aims to identify any anomalies or deficiencies. Usually, auditors
check how the controls perform in achieving the intended purpose.The next stage for internal auditors is to report their activities. As mentioned, this comes in the form of an internal audit report. The contents of the internal audit report may differ according to the company’s needs. However, it usually includes the deficiencies identified during the
audit process. Furthermore, it also contains recommendations from the internal auditors.Lastly, an internal audit includes following up on the identified deficiencies and recommendations. Internal auditors only have an assurance and advisory role in a company. They cannot make any changes or have executive rights. Therefore, they can only provide
recommendations and follow up on how the management implements them.What are the Key Elements of Contents of the Internal Audit Report?Internal audit reports are an effective tool for a company’s management, board of directors, and audit committee. This report possesses any deficiencies that internal auditors identify during their work and
any recommendations along with them. However, there are no set standards for the contents of the internal audit report. Usually, however, it includes the following.Background and objectiveThe internal audit report usually contains an objective and background section. This section defines what the purpose of the audit is and why internal auditors
performed it. It may include reasons such as high-risk perceivability, management changes, fluctuations in risks identified, etc. This section defines the overall scope of the internal audit. READ: What is a Qualified Audit Report?Scopelnternal audit reports also set the scope of the work and when the internal auditor performs it. This scope depends on
the objective and background defined in the above section. The scope defines what the internal auditors expected to achieve, what areas the audit covers, what risks it addressed, etc. It also shows the limitations that internal auditors may have faced.DeficienciesAny internal audit report will include deficiencies identified by the internal auditors. It
may come in the form of the overall findings that internal auditors made during the audit. Similarly, this section may consist of both minor or significant deficiencies that auditors identify. This section is the most crucial part of the internal audit report.RecommendationsAs mentioned, internal auditors report the deficiencies they identify during their
work. For each of these, they also provide recommendations on what countermeasures the management should take. However, it is for the management to decide whether to go through with those recommendations. Although internal auditors cannot force the management to take action, they can still provide advice as a part of their advisory
role.Follow-up and trackingInternal audit reports may also include a section about follow-up and tracking. In this section, internal auditors mention how the management is performing in addressing previously identified deficiencies. However, this section is not a part of every internal audit report. Internal auditors usually include it in quarterly or
annual reports.ConclusionInternal audit is a process through which internal auditors examine a company’s internal control systems for deficiencies. It also includes investigating the company’s corporate governance. Internal audit reports don’t have specific standards that define their contents. Usually, however, these reports will have some common
sections, as mentioned above. Traditionally internal auditors have carried out a “policing” role. The major shift of focus towards making a positive contribution in risk management in an organization is a significant challenge for the internal audit function in many countries.International Good Practices and Reference ModelsInternal Auditing in the
Public Sector a Consultative Forum in Nairobi, Kenya, Shores up Best Practices for Government Audit Professionals in Developing Nations:In this paper the Internal Auditor Publishing describes the findings from a consultative forum that brings out the experience of audit professionals in different stages of public finance auditing.back to topGuidance
and TipsGood Practice Guide: Audit Strategy (UK Treasury): This guide offers good practice guidance on the development of a comprehensive internal audit strategy which will be capable of delivering an opinion to the Accounting Officer on the whole of an organization’s risk management, control and governance. It provides assistance aimed to
deliver the optimum audit product and also offers some direction in the key potential circumstances in which it may not be achievable.Beyond Traditional Audit Techniques (Journal of Accountancy): Tips and guidelines from the COSO framework on thinking beyond the traditional audit techniques by the internal auditors’ team.back to topCountry
Case Studies and Lessons LearntInternal Audit The Neglected Element In The Governance And Financial Management Reform Program: The Case Of Ghana: The Neglect Or Absence Of An Effectively Functioning Internal Audit Organization in Ghana creates a vacuum in the country’s governance and financial management reform efforts and
initiatives. We also recognize that without a model or framework it is difficult to chart the prognosis of the remedy being administered.A Comparative Study About Internal Auditing Approach Between Germany And China (Prepared by the Southwestern University of Finance & Economics, College of Accountancy): This paper describes a comparative
study exploring some key differences between the internal audit system in China and its counterpart in Germany - from the following five important aspects: the origin and development of internal audit, the structure of internal audit system, the relationship between firms’ internal audit and the government agency, the responsibility and
accountability of internal audit, and the quality of internal auditors. Fraudulent Financial Reporting 1987-1997: An Analysis of U.S. Public Companies: (Commissioned by the Committee of Sponsoring Organizations of the Treadway Commission):This report has analyzed the financial reporting fraud in the US companies for the given years and the
research results will be extremely useful to investors, regulators, stock exchanges, boards of directors, and external auditors.Internal Audit: Finding Its Place in Public Finance Management (Published by the World Bank Institute):This World Bank paper describes the role of internal audit in public finance management with some examples and case
studies from the developing world.International Audit Trends in the Public Sector (Published by the Internal Auditor): A comparison of internal audit functions in the governments of six OECD countries (Australia, Canada, the Netherlands, Sweden, the United Kingdom, and the United States) finds similarities in legal requirements, organizational
structure, and future challenges.back to topOther Reference MaterialsBest Practices for Internal Audit in Government Departments: This paper describes how an effective internal audit system can lead to improved accountability, ethical and professional practices, effective risk management, and an enhanced financial management

reformation. Distributor Sales Review (from Protivity): This document is a sample internal audit report for a fictitious company. It illustrates potential improvements to the effectiveness and usefulness of public sector internal audit reports. back to top
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