HOUSE BILL No. 5388
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HOUSE BILL No. 53388

February 17, 2000, Introduced by Rep. LaSata and referred to the Committee on
Appropriations.

A bill to amend 1984 PA 431, entitled
"The managenent and budget act,"
by amendi ng sections 485 and 486 (MCL 18.1485 and 18. 1486), as
anmended by 1999 PA 8.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 485. (1) The departnent head of each principal depart-
ment shall establish and maintain an internal accounting and
adm ni strative control systemw thin that principal departnent
using the generally accepted accounting principles as devel oped
by the accounting profession and in conformance with directives
i ssued pursuant to section 141(d).

(2) Each internal accounting and adm nistrative control
system shal |l include, but not be limted to, all of the follow ng

el enent s:
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(a) A plan of organization that provides separation of
duties and responsibilities anong enpl oyees.

(b) Aplan that limts access to that principal departnent’s
resources to authorized personnel whose use is required within
the scope of their assigned duties.

(c) A system of authorization and record-keepi ng procedures
to control assets, liabilities, revenues, and expenditures.

(d) A systemof practices to be followed in the performance
of duties and functions in each principal departnent.

(e) Qualified personnel that maintain a | evel of
conpet ence.

(f) Internal control techniques that are effective and
efficient.

(3) Each head of a principal departnment shall docunent the
system conmuni cate systemrequirenents to enpl oyees of that
princi pal departnent, assure that the systemis functioning as
prescri bed, and nodify as appropriate for changes in condition of
the system

(4) The head of each principal departnment shall provide a
bi enni al report on or before May 1 of each odd nunbered year pre-
pared by the principal departnent’s internal auditor on the eval -
uation of the principal departnent’s internal accounting and
adm ni strative control systemto the governor, the auditor gener-
al, the senate and house appropriations commttees, the fiscal
agencies, and the director. For the period reviewed, the report

shal | include, but not be limted to, both of the follow ng:
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(a) A description of any material inadequacy or weakness
di scovered in connection with the evaluation of the departnent’s
internal accounting and adm nistrative control system as of
Cctober 1 of the preceding year and the plans and a tine schedul e
for correcting the internal accounting and admi nistrative control
system described in detail.

(B) A DESCRI PTI ON AND DI SCLOSURE OF THE CORRECTI ON PLAN FOR
MATERI AL WEAKNESSES | N THE DEPARTMENT' S | NTERNAL CONTROLS DI S-
CLOSED I N AUDI TS OF THE DEPARTMENT BY THE AUDI TOR GENERAL OR
OTHER AUDI TI NG ENTI TY.

(C© —(b)y— Alisting of each audit or investigation perforned
by the internal auditor pursuant to sections 486(4) and 487.

Sec. 486. (1) Each principal departnent shall appoint an
internal auditor. Each internal auditor shall be a nmenber of the
state classified SENI OR executive service OR THE STATE CLASSI FI ED
SERVI CE, GROUP | V.

(2) Except as otherw se provided by |aw, each internal audi-
tor shall report to and be under the —general— DI RECT supervision
of the departnent head.

(3) A person may not prevent or prohibit the internal audi-
tor frominitiating, carrying out, or conpleting any audit or
investigation. The internal auditor shall be protected pursuant
to the whistleblowers’ protection act, 1980 PA 469, MCL 15.361 to
15. 369.

(4) The internal auditor of each principal departnent shal
DO ALL OF THE FOLLOW NG
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(a) Receive and investigate any allegations that fal se or
m sl eadi ng i nformati on was received in evaluating the principal
departnent’s internal accounting and adm nistrative control
systemor in connection with the preparation of the biennial
report on the system
(b) Conduct and supervise audits relating to financial

activities of the principal departnent’s operations.

1
2
3
4
5
6
7
8
9

11 department—head— MONI TOR THE DEPARTMENT' S | MPLEMENTATI ON OF COR-
12 RECTI VE PLANS PREPARED | N ACCORDANCE W TH SECTI ON 487(2).

13 (d) Recommend policies for activities to protect the state’s
14 assets under the control of that principal departnment, and to

15 prevent and detect fraud and abuse in the principal departnment’s
16 prograns and operations.

17 (e) Review and reconmmend activities designed to ensure that
18 principal departnent’s internal financial control and accounting
19 policies are in conformance with the departnent of managenent and
20 budget accounting division directives issued pursuant to sections
21 421 and 444.

22 (f) Provide a neans to keep the departnent head fully and

23 currently informed about problens and deficiencies relating to

24 the admi nistration of that principal departnment’s prograns and

25 operations and the necessity for and progress of corrective

26 acti on.
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(5) UPON COVPLETI ON OF THE DUTI ES DESCRI BED I N
SUBSECTI ON (4), THE | NTERNAL AUDI TOR OF EACH PRI NCI PAL DEPARTMENT
MAY DO 1 OR MORE OF THE FOLLOW NG

(A) REVI EW EXI STI NG ACTI VI TI ES AND RECOMVEND POLI Cl ES
DESI GNED TO PROMOTE EFFI Cl ENCY | N THE ADM NI STRATI ON OF THAT
PRI NCl PAL DEPARTMENT' S PROGRAMS AND OPERATI ONS AS ASSI GNED BY THE
DEPARTNMENT HEAD.

(B) —tg)— Conduct other audit and investigative activities
as assigned by the departnent head.

(6) 5)— Each internal auditor shall adhere to appropriate
prof essional and auditing standards in carrying out any financial
or program audits or investigations.

(7) EACH YEAR, THE GOVERNOR S BUDGET RECOMIVENDATI ONS SHALL
I NCLUDE SUFFI Cl ENT RESOURCES FOR EACH PRI NCI PAL DEPARTMENT TO
COVPLY W TH SECTI ONS 483 TO 487.

(8) I'F AN I NTERNAL AUDI TOR | S DI SCHARGED, REASSI GNED, OR
DEMOTED, THE REASONS FOR DI SCHARGE, REASSI GNMENT, OR DEMOTI ON
SHALL BE REPORTED TO THE GOVERNOR, THE AUDI TOR GENERAL, AND ALL
THE MEMBERS OF THE SENATE AND HOUSE APPROPRI ATI ONS COWM TTEES.
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