Performing an Effective Quality
Assessment

• Personnel planning and review: Make sure you
have the right team with the right skill sets in
place.

QAR
Benefits
include:

• Continuous improvement: Discover areas of
improvement and receive guidance on how to
increase effectiveness and value, in line with
industry best practices.
• Keep pace with change: An outside opinion can
help an internal team spot opportunities and blind
spots that can sometimes go undetected by those
closest to the work.
• Enhance credibility: Enhance internal audit’s
credibility within the organization and enhance the
organization’s credibility with investors/partners.

Where is Risk?

What factors influence the risk appetite statement?

First things first- Poll Yes or NO
Internal audit shops should meet some basic benchmarks in order to provide ongoing value and adhere to
professional standards. These are some of the base-level requirements you’ll need to receive a positive QAR review
rating of “generally conforming”:
Have a detailed internal audit plan

Conduct annual self-assessments

Keep supporting documentation for all work performed by the internal audit department

Provide internal audit team with direct access to an audit committee or board, outside of direct management

Objectives
Identify how the process can
be used on external and
internal quality assessments
• Discuss key concepts of the
Framework for Quality
Assessment
• Answer common QA
questions using IPPF
resources
• Describe the QA Manual
process flow and its tools
• Contrast the three types of
IA quality assessment.

What does
Quality
Take

Have to be
honest
with
Yourself

Poll: How
Satisfied are
your internal
audit groups key
stakeholders
with the current
value of your
services?

Very Satisfied
Satisfied
Somwhat satisfied
It depends

Poll: How aware are your internal audit customers
aware of the Value Proposition of Internal Audit?
• Very Aware
• Somewhat Aware
• Unaware
• Not Sure

Poll: Do You
Perform
internal and
external
assessments
consistent with
the
requirements
of a QAIP?

Maybe

Yes

No

The IPPF
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Making Quality Count

1) Effectiveness in meeting the needs of
stakeholders
2) Efficiency and effectiveness in the use of
the latest internal audit best practices; and
3) Effectiveness in complying with applicable
professional and/or regulatory internal

9 Mistakes That Internal Auditors
Make

FAILURE TO
MANAGE/EDUCATE THE
AUDIT COMMITTEE
AND MANAGEMENT. ...

NOT INVESTING IN
TRAINING. ...

NOT DEVELOPING SOFT
SKILLS. ...

MICROMANAGING
ENGAGEMENTS. ...

SCOPE CREEP. ...

NOT GETTING AND
KEEPING CLIENT
ENGAGEMENT. ...

MASSIVE AUDIT
REPORTS.

NOT DOING ENOUGH
PLANNING. ...

Common practices or mistakes that many internal
auditors should leave behind or, at least, rethink:

Overemphasizing
independence and
objectvity

Trying to complete
the entire audit
plan

Too much emphasis
on complying with
Professional
Practice Standards

Misuse of cosourcing and
outsourcing

Thinking you are
doing “risk-based
auditing

Guarding
continuous auditing
and continuous
monitoring systems

What is the difference

Do You have this book?

I DO

• Scenario

Let’s review
Governance
Break out

You are the CAE for company that the CEO hired you
when he was the CFO. Since then you have been
reporting to this CEO and you have an excellent
relationship. You report functionally to the audit
Committee.
A recent reorganizations plan has you now reporting
to the CFO. The CFO is very ambitious and wants you
to receive draft reports of all of your audits
regardless of the area. He also wants you to discuss
his expectations for every audit you do in his area and
for you to discuss with him what you will discuss in
closed session with the audit committee.
What would you do?

The Mission of Internal Audit
To enhance and protect organizational
value by providing risk-based and
objective assurance, advice, and insight.

The Mission of Internal Audit articulates what internal
audit aspires to accomplish within an organization.
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A Quick Guide
• Review the prior QAR and any self-assessments
performed
• Review the company’s financial statements and
regulatory reports
• Review the company’s organizational chart and
governing structure
• Interview the Chief Audit Executive, Internal Audit staff,
Audit Committee members, company executives and
others as needed
• Review charters, policies, procedures and any other
governing documents
• Review Audit Committee minutes
• Review key Internal Audit department processes for
effectiveness, efficiency and compliance with
the Standards
• Determine whether Internal Audit planning, budgeting,
and accountability measures are functioning
appropriately
• Determine whether any scope limitations are being
placed on the Internal Audit Activity, limiting their
effectiveness
• Review training records and the continuing education
plan for the department

Mike’s Transit Authority (MTA)

85 Auditors Company $20 Billion; 63,000 employees

Audit Areas

165 IPPF Assurance Audits; 123 Contract Audits performed in accordance with FARS

Capital Program
Capital Funds Reconciliation
Capital Accounts Payable
Capital Project Status
General Order Process
Federal Stimulus Funds
Force Accounts

Finance
Business Service Center
Treasury /Investments
Wire Transfers
Tenant Management
Advertising Costs
GCT Development
Accounts Payable
Subsidiary Company Cost Allocation
Internal Controls Assessments
Audit Recommendations F/Up
Parking Revenues

Initiatives
Staffing Analysis Support
Reviews of Administrative Costs
Employee Availability
Inventory Management
Miscellaneous Purchases
Centralization of Medical Services
Non-Revenue Fleet Management
Telecommunication Devices
One Plaza Contracts
Space Utilization
Track Construction Labor
Technology Budgetary Controls

Procurement / Materiel
Subsidiaries Joint Procurements
Procurement Cards
Change Orders
Legal / Operating Contracts

Revenue
Technology
Outsourced Services
Electronic Pilot Testing
New System Implementations
System Controls

PassCard
Vehicle Pass
Commuter Ticket Machines
Bus Revenue
Station Booths
Money Rooms

Service Delivery
ParaTransit Costs
General Manager Program
Station Maintenance
Subway Maintenance Costs
Bus Depots Administration Costs
Commuter Railroad Maintenance
Facilities
Maintenance General Orders

Human Resources
Health Benefit Costs
Prescription Drug Plans
Sick Leave Costs
Comp Time Justification
Payroll
Overtime
Pensions Costs

Safety & Security
Covod 19 Response
Employee Accidents
Asbestos Contracts
ParaTransit Gasoline Usage
Property Damage Claims
Security Guards Services

What is Quality

Characteristics of
Quality
There are certain
characteristics or
attributes by which
the quality of an
audit is measured.
The general
characteristics of
the quality of an
audit may include:

• Significance How important is the subject matter
that was examined in the audit? This, in turn, can
be assessed in several dimensions, such as the
financial size of the audited entity and the effects
the audited entity has on the public at large, or on
major national policy issues.
• Scope Did the audit task plan properly address all
elements needed for a successful audit? Did the
execution of the audit satisfactorily complete all
the needed elements of the task plan?
• Reliability Are the audit findings and conclusions
an accurate reflection of actual conditions with
respect to the matter being examined? Are all
assertions in the audit report or other product fully
supported by the data gathered in the audit? Is all
material evidence that was gathered in the audit
properly reflected in the opinion or findings and
conclusions?
• Objectivity Was the audit carried out in an
objective and fair manner, without favor or
prejudice? The auditors should base their
assessment and opinion purely on the facts and
sound analysis of the available information.

The Core Principles – Breakout How are
you going to test for these things?
Demonstrates
integrity.

Demonstrates
competence and
due professional
care.

Is objective and free
from undue
influence
(independent).

Aligns with the
strategies,
objectives, and risks
of the organization.

Is appropriately
positioned and
adequately
resourced.

Demonstrates
quality and
continuous
improvement.

Communicates
effectively.

Provides risk-based
assurance.

Is insightful,
proactive, and
future-focused.

Promotes
organizational
improvement.
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The Definition of Internal Auditing
Internal auditing is an independent, objective assurance and
consulting activity designed to add value and improve an
organization’s operations. It helps an organization accomplish
its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management,
control, and governance processes.

The Definition of Internal Auditing states the
fundamental purpose, nature, and scope of internal
auditing.
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Timeliness Were the audit results delivered at an

appropriate time? This may involve meeting a legal or statutory
deadline, or delivering audit results when they are needed for
a policy decision, or when they will be most useful in correcting
management weaknesses

Clarity Was the audit report clear and concise in

presenting the results of the audit? This typically involves being
sure that the scope, findings and any recommendations can be
readily understood by busy executives and parliamentarians
who may not be experts in the matters that are addressed, but
may need to act in response to the report.

Efficiency Were the resources assigned

to the audit reasonable in light of the
significance and complexity of the audit?

Effectiveness Did the findings,

conclusions and recommendations get an
appropriate response from the audited
entity, the government and/or parliament?

QA&IP Framework –
IPPF
• 1300 – Quality Assurance and
Improvement Program
• The chief audit executive
must develop and maintain
a quality assurance and
improvement program that
covers all aspects of the
internal audit activity

QA&IP
Framework
– QA
Manual

Standard 1000
Purpose, Authority, and Responsibility
• IA purpose, authority, and responsibility are formally
defined in an internal audit charter
• The charter is consistent with the Definition, Code of Ethics
and the Standards
• IA charter must periodically be reviewed

Related Guidance – PA 1000-1: Internal Audit
Charter
PG Page 35
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Standard 1010
• Recognition of the Definition of Internal Auditing,
the Code of Ethics, and the Standards in the
Internal Audit Charter
• Mandatory nature must be recognized in the internal
audit charter include:
• Definition of Internal Auditing
• Code of Ethics
• Standards

• CAE should discuss the elements of the charter with
senior management and the board
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• VISION & MISSION

Let’s
review
the
Charter

• Mike’s Transportation Authority (MTA)
maintains an independent and objective
internal audit function reporting to the MTA
Audit Committee and the MTA Chairman.
• Our vision is of an Audit Services
department that is perceived as a police
activity within the MTA for objective and
helpful guidance for the agencies, MTA Audit
Services’ mission is to provide on occasion
insightful, proactive and historical quality
results, while promoting governance and
considering risks and controls.
• We will not identify organizational
improvements. This mission may enhance
and protect organizational value by providing
risk based and objective assurance,
judgement, and insight.

QA&IP Supporting
Standards
Requirements of the Quality
Assurance and Improvement
Program
•1311 – Internal Assessments
•1312 – External Assessments

1310

1320

Reporting on the Quality
Assurance and Improvement
Program
•1321 – Use of “Conforms with the
International Standards for the
Professional Practice of Internal
Auditing”
•1322 – Disclosure of
Nonconformance

Periodic SelfAssessment:
IA Governance

Plan
- Create internal audit activity charter.
- Adopt The IIA’s Code of Ethics.
- Agree on value-added activities with
stakeholders.
- Define relevant quality metrics.

Act
- Assess and report on conformance with
IPPF mandatory guidance.
- Identify gaps in conformance and
develop road maps to close gaps.
- Revise internal audit activity charter as
needed.

Do
- Perform annual audit planning.
- Schedule engagements and assign
staff.
- Communicate and meet with
stakeholders.

Check
- Conduct surveys and interviews with
stakeholders to confirm value is delivered.
- Record, report, and analyze quality metrics.
- Assess internal audit activity charter’s
conformance with IIA mandatory guidance.
Examples are for discussion purposes only and are not intended as a comprehensive or complete list of activities.

Full External Assessment Process

Enterprise
objectives for the
IA activity
KEY INPUTS

QAIP

Interviews &
Surveys
Review of process,
reports and risk
assessment
Review of work
papers, reports,
technology plan

Report files

Planning

•Set scope and
objectives
•Select and
prepare Team
•Request
planning docs
•Preliminary
visit
•Distribute
surveys

Leading industry
successful practices
(for example GAIN)
Off-site work

• Review Planning docs
• Review all other docs
received as per docs
request list
• Summarize survey
responses

Process

On-site work

• Interviews with
clients, IA staff and
stakeholders
• Work paper Reviews
• Review all other
documents only
available on- site
• Determine staffing
knowledge
• Team discussions

Reporting /Communications

The IPPF
Evaluate and
report

• Evaluate against IPPF
Resources for
conformance and areas
for improvement
• Summarize issues
• Recommendations
• Closing Meeting
• Issue draft report for
comment
• Issue final report to
CAE

Quality Assessment Process Map – Full External Assessment
Completed by the IA activity
Background information on the IA Activity.
Document Request List cross referenced to
planning/program process flow: IA Governance,
IA Staff, IA Management, and IA Process

IA
Governance

Planning Guides designed for each
segment
Surveys containing elements from each segment

IA Staff

IA
Management IA Process

Background Information and Document List

A1

A2

A3

A4

D1

D2

D3

D4

B-1 Executive Leadership & Operating
Management
B-2 IA Staff
Interview Guides containing elements from each segment
C-1 Chief Audit Executive
C-2 Board Members, Senior & Operating Management
C-3 IA Staff
C-4 External Auditors & Other Assurance Providers
Programs designed for each segment. Assessors
document their conclusions regarding conformance
with mandatory guidance here.
Summary provides a record of ratings determined
within the programs by assessors.
Report formatted to meet the needs of key stakeholders.
Completed by the Independent External Assessment Team

Evaluation Summary
Quality Assessment Report

Quality Assessment Process Map – Self Assessment with Independent Validation

Completed by the IA activity
Background information on the IA Activity.
Document Request List cross referenced to
planning/program process flow: IA Governance,
IA Staff, IA Management, and IA Process

IA
Governance

Planning Guides designed for each segment

IA Staff

IA
Management IA Process

Background Information and Document List

A1

A2

A3

A4

D1

D2

D3

D4

Surveys containing elements from each segment
B-1 Executive Leadership & Operating Management
B-2 IA Staff
Interview Guides containing elements from each segment
C-1 Chief Audit Executive
C-2 Board Members, Senior & Operating Management
C-3 IA Staff
C-4 External Auditors & Other Assurance Providers
Programs designed for each segment. Assessors
document their conclusions regarding conformance
with mandatory guidance here.
Summary provides a record of ratings determined
within the programs by assessors.
Report formatted to meet the needs of key stakeholders.

Completed by the IA activity

Evaluation Summary
Quality Assessment Report

Mandatory Guidance
IPPF Element

Description

Core Principles for the
Professional Practice of
Internal Auditing

10 principles that articulate internal audit effectiveness. For an internal
audit function to be considered effective, all Principles should be present
and operating effectively.

Definition of Internal Auditing

Statement of fundamental purpose, nature, and scope of internal auditing.

Code of Ethics

Statement of principles and expectations governing behavior of
individuals and organizations in the conduct of internal auditing.
Describes behavioral expectations rather than specific activities.

International Standards for the
Professional Practice of
Internal Auditing (Standards)

Commonly referred to as the Standards. Mandatory requirements
consisting of:
•

•
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Statements of basic requirements for professional practice of internal
auditing and for evaluating effectiveness of its performance, which are
internationally applicable at organizational and individual levels.
Provides framework for performing and promoting internal auditing.
Includes attribute, performance, and implementation standards.
Interpretations that clarify terms or concepts within the statements.
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Code of Ethics – Principles
Principle

Definition

1. Integrity

The integrity of internal auditors establishes trust and thus
provides the basis for reliance on their judgment.

2. Objectivity

Internal auditors exhibit the highest level of professional
objectivity in gathering, evaluating, and communicating
information about the activity or process being examined.
Internal auditors make a balanced assessment of all the relevant
circumstances and are not unduly influenced by their own
interests or by others in forming judgments.

3. Confidentiality

Internal auditors respect the value and ownership of
information they receive and do not disclose information
without appropriate authority unless there is a legal or
professional obligation to do so.

4. Competency

Internal auditors apply the knowledge, skills, and experience
needed in the performance of internal audit services.
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The Standards

Mandatory requirements
consisting of:

Statements of basic
requirements for
the professional
practice of internal
auditing and for
evaluating the
effectiveness of its
performance.
Interpretations,
which clarify terms
or concepts within
the statements.
Glossary terms
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Attribute and Performance Standards
Attribute Standards

Performance Standards

Implementation
Standards
PG Page 27

Assurance (A)
Consulting (C)
Screen 11 of 16

Objectives, You should be able to:

PG Page 34

Identify

Identify standards, documents, and practices that relate to purpose, authority, and responsibility.

Identify

Identify standards, documents, and practices that relate to independence and objectivity.

Identify

Identify standards, documents, and practices that relate to proficiency and due professional care.

Identify

Identify standards, documents, and practices that relate to planning and resources.

Identify

Identify standards, documents, and practices that relate to internal audit policies.

Identify

Identify standards, documents, and practices that relate to Nature of Work: Governance.

Identify

Identify standards, documents, and practices that relate to Nature of Work: Risk and Control.
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Standard 1100

Independence and Objectivity

Other Guidance

Internal audit activity must be
independent

PA 1110-1: Organizational Independence

Internal auditors must be objective

PG: Independence and Objectivity (Oct.
2011)
PG: Assisting Small Internal Audit
Activities in Implementing the
International Standards for the
Professional Practice of Internal Auditing
(Apr. 2011)

PG Page 37

Screen 5 of 24

Standard 1110

Organizational Independence

Other Guidance

CAE must report to a level that allows it
to fulfill its responsibilities

PA 1110-1: Organizational Independence

CAE must confirm to the board, at least
annually, the organizational
independence of the internal audit
activity
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PG: Independence and Objectivity (Oct.
2011)
PG: Chief Audit Executives –
Appointment, Performance Evaluation,
and Termination (May 2010)
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Mike’s Transit
Authority
(MTA)
85 Auditors
Company $20
Billion; 63,000
employees

Standard 1111

Direct Interaction with the Board

Other Guidance

CAE must communicate and interact with the
Board

PA 1111-1: Board Interaction
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PG: Interaction with the Board (Aug. 2011)
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Standard 1120

Individual
Objectivity
Standard
1120 – Other
Guidance
PG Page 40

• Internal Auditors must have an
impartial, unbiased attitude
• Avoid conflicts of interests

• PA 1120-1: Individual Objectivity
• PG: Independence and
Objectivity (Oct. 2011)
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Standard 1130
• Impairment to Independence or Objectivity

• Impaired in fact or appearance
• Details must be disclosed to appropriate parties
• Nature of disclosure depends on impairment
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Proficiency and Development

Related Standards Confirmation
Proficiency (Standard 1210)
• 1210.A1–A3
• 1210.C1
Continuing Professional Development (Standard
1230)
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Due Professional Care
Related Standards Confirmation
• Due Professional Care
• 1220.A1–A3
• 1220.C1

Related Guidance
• PA 1220-1 (Internal auditing should be alert to the
possibility of intentional wrongdoings, inefficiency,
waste)
PG Page 45
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Planning and Resources
Related Standards Confirmation
• Planning (Standard 2010)
• Resource Management (Standard 2030)

• Resources appropriate, sufficient, and effectively
deployed

• Coordination (Standard 2050)

• Internal and external assurance and consulting providers

• Nature of Work (Standard 2100)
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Assessment Tools
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Activity: Common Observations and QA
Rating Challenges
• Review the Standards.
• Identify 3–5 that are common QA “observations”
(i.e., frequently require remediation).
• Identify 2–3 that could present “rating challenges”
(e.g., subjective or lack of evidence).
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Exploring the External Quality
Assessment Options
• How was the external assessment performed?
• For Full QAs and SAIV, who were the assessors or
validators?
• What format was your peer review?
• Which approach do you intend (haven’t had an
external QA) to use?
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Preliminary Self-Assessment of Your Own
Department Activity: QA Benchmarking
Benchmark your organization’s current and desired
quality level:
• Level 1: Introductory
• Level 2: Emerging
• Level 3: Established
• Level 4: Progressive
• Level 5: Advanced
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Activity: Your Next Steps
Please take a few minutes and consider the following
questions:
• What will your next steps be to improve (or initiate)
your internal or external assessment process?
• Which external QA option now appears to be the
best option for your organization?
• Is there anything else you would like to discuss that
will help you complete your next steps?
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Quality Assurance and
Improvement Program (QAIP)
• Attribute Standard 1300: Quality Assurance and Improvement
Program
o The chief audit executive must develop and maintain a quality
assurance and improvement program that covers all aspects
of the internal audit activity.
• Interpretation of Standard 1300
o A quality assurance and improvement program is designed to
enable an evaluation of the internal audit activity’s
conformance with the Standards and an evaluation of
whether internal auditors apply the Code of Ethics. The
program also assesses the efficiency and effectiveness of the
internal audit activity and identifies opportunities for
improvement. The chief audit executive should encourage
board oversight in the quality assurance and improvement
program.

6
0

Quality Assurance and
Improvement Program (QAIP)
• Attribute Standard 1310: Requirements of
the Quality Assurance and Improvement
Program
• o The quality assurance and improvement
programmust
• include both internal and external
assessments.
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Quality
Assurance
and
Improvement
Program
(QAIP)

• IG 1300, Quality Assurance and Improvement Program,
describes the characteristics of a QAIP:
• o “The QAIP should encompass all aspects of operating
and
• managing the internal audit activity–including
consulting
• engagements–as found in the mandatory elements of
the
• [IPPF].”
• “A well-developed QAIP ensures that the concept of
quality is
• embedded in the internal audit activity and all of its
• operations.”
• “[I]t must include ongoing and periodic internal
assessments
• as well as external assessments by a qualified
independent
• assessor or assessment team…”
• The QAIP consists of five components: (1) internal
• assessments, (2) external assessments, (3)
communication of
• QAIP results, (4) proper use of a conformance
statement, and
• (5) disclosure of nonconformance.
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Requirements of the QAIP
• IG 1310, Requirements of the Quality Assurance and
Improvement Program, states that
o “[T]he QAIP also includes ongoing measurements and
analyses of performance metrics such as
accomplishment of the internal audit plan, cycle time,
recommendations accepted, and customer satisfaction.”

6
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CAE’s Responsibilities
• IG 1300 also addresses the CAE’s responsibilities for the QAIP:
o “The CAE must have a thorough understanding of the
mandatory elements of the IPPF, especially the Standards and
Code of Ethics. Generally, the CAE meets with the board to
gain an understanding of the expectations for the internal
audit activity, to discuss the importance of the Standards and
the QAIP, and to encourage the board’s support of these.”
o “The CAE periodically evaluates the QAIP and updates it as
needed. For example, as the internal audit activity matures,
or as conditions within the internal audit activity change,
adjustments to the QAIP may become necessary to ensure
that it continues to operate in an effective and efficient
manner and to assure stakeholders that it adds value by
improving the organization’s operations.”

6
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Poll
• An external assessment of an internal
audit activity contains an expressed opinion.
The opinion may apply to
• Only to the internal audit activity’s
conformance with the Standards.
• Only to the effectiveness of the internal
auditing coverage.
• Only to the adequacy of internal control.
• Conformance with the Standards and an
assessment for each standard.
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Answer

External assessments of an internal audit activity contain
an expressed opinion or conclusion on overall
conformance with the Standards and possibly an
assessment for each standard or series of standards. An
external assessment also includes, as appropriate,
recommendations (corrective action plans) for
improvement.

An external assessment of an internal audit activity contains an expressed opinion.
The opinion may apply to
A. Only to the internal audit activity’s conformance with the Standards.
B. Only to the effectiveness of the internal auditing coverage.
C. Only to the adequacy of internal control.
D. Conformance with the Standards and an assessment for each standard.
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