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“Internal Auditing is an independent, objective g p , j
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, 
di i li d h t l t d idisciplined approach to evaluate and improve 
the effectiveness of risk management, control, 

and governance processes ”and governance processes.

Institute of Internal Auditors (IIA)

Mission
International Standards for the Professional Practice of Internal Auditing 

and the profession’s Code of Ethics



Objective and Independent Internal Audit provides a freshObjective and Independent - Internal Audit provides a fresh, 
unbiased views of the company.  Internal Auditors should be independent of 
the activities they audit.  Designing, installing, and managing operations are 
not audit functions Also drafting of procedures is not an audit functionnot audit functions.  Also, drafting of procedures is not an audit function. 
Performing such activities is presumed to impair audit objectivity.   Internal 
Audit cannot require corrective action; only management can. 

Assurance - Board of Directors and Management need to assure 
themselves that the system of internal control is functioning as intended, 
that policies and procedures are complied with, that information is reliable, 
that assets are safeguarded, and that overall objectives and goals of the 
organization are being accomplished. 

Policy / ProceduresPolicy / Procedures



Risk-focused - Internal Audit focuses on risk and allocates time 
and resources accordingly. Internal Audit identifies and addresses critical 
risks and exposures before they develop into problems, shares insights 
gained from company experience across common business units and 

Engine of Corporate Governance Improvements. 
processes. 

As long as risk and cash flows represent two basic determinants of the 
enterprise value, proficiency of internal audit in mitigating risks and controlling 
cash flows represents an engine of enterprise value enhancement, which is the 
b i d i f tbasic domain of corporate governance. 

Policy / ProceduresPolicy / Procedures



Proactive - Internal Audit is proactive, not only reactive. World-Class 
Internal Audit is about finding the right balance between protecting or 
safeguarding assets and enhancing stakeholder value.  The level of 
consultative support required of  the Internal Auditor correlates with the 

Problem Solving - Internal Auditing is one of the very few

organization’s ability to respond to business challenges.  

Problem Solving Internal Auditing is one of the very few 
activities solely concentrated on problem solving, and as such Internal 
Auditing becomes a catalyst for change. Treating symptoms rather than 
underlying reasons is probably acceptable in short-run, but it is not u de y g e so s s p ob b y ccep b e s o u , bu s o
sufficient in the long-run since symptoms will certainly reappear. Therefore 
properly structured Internal Auditing helps in identifying problems and in 
solving them. 

Policy / ProceduresPolicy / Procedures



Consulting - In addition to being problem-focused, Internal Auditing is 
also opportunity-focused providing out-of-the-box creative solutions to thealso opportunity focused, providing out of the box creative solutions to the 
issues of benchmarking; economy, efficiency, and effectiveness of operations; 
process improvements. 

Empowered by Board/Respected by Management
The best reporting structure for the Internal Audit is to report directly to theThe best reporting structure for the Internal Audit is to report directly to the 
Board of Directors.  Internal auditors should also have the support of senior 
management so that they can gain the cooperation of audit clients and perform 
their work free from interference.  Internal Audit is respected by all e wo ee o e e e ce. e ud s espec ed by
organizational levels as valued business advisors capable of thinking “out-of-
the-box” and providing effective resources and solutions to business challenges. 

Policy / ProceduresPolicy / Procedures



member agencies,g ,









Determine Audit Universe
Source:Source: Board of 

Directors
KPMG Prior

Audits
AuditorsManagement

Gather Input

1

Potential Audits

1.
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Risk Factors

Financial       Political          Legal/         Operational        Auditor
Regulatory                             Judgment

•Risk rating scale = 1 (low risk) through 5 (high risk)

•Highest risk rating = 25

•Lowest risk rating = 5•Lowest risk rating = 5



Inherent
Risk

Financial      Political        Legal          Operational         Auditor
Regulatory                                Judgment

Inland Feeder Project
Ozone Retrofit
State Water Project

High

Payroll

High

Water Inventory Medium

Stores Inventory
Other Receivables
Training Department

Low
g p



2009 2009 -- 10 10 Audit PlanAudit Plan009009 00 udud
Budgeted

Audit Area Hours % of Totalf
Finance/Operational/Compliance 7,640 59%

IT Audits/Financial Reporting Controls 1,680 13%

Board/Committee Meetings & Support 1,500 12%

Follow-up Reviews 500 4%

Contractually Required (KPMG) 700 5%Contractually Required (KPMG) 700 5%

Special Reviews 400 3%

BOD and Management Initiatives 450 3%

Comfort Letters 150 1%

Total 13,020 100%



Audit Universe

Identify Risks/Develop Plan

Perform Audit

Report Findings

M t YesManagement
Accepts Risk

No

Yes

Corrective Actions



Provide risk perspective and auditing advice/counsel to the p p g
Board and management in operational and financial activities.

Effective risk focused audit reports designed to communicateEffective risk focused audit reports designed to communicate 
the General Auditor’s opinion regarding the internal control 
structure, significant control issues, and recommendations to 
mitigate noted risks.

Completion time for audits and evaluating the adequacy and 
timeliness of management’s responses to, and corrective action g p ,
taken on, all significant control issues noted in audit reports.

Emphasize test work of significant projects.Emphasize test work of significant projects.

Goals



Identify training opportunities for audit staff to enhance Identify training opportunities for audit staff to enhance 
competencies in risk assessment and broaden their knowledge 
of Metropolitan operations.  Utilize this knowledge to fine-tune 
the Annual Audit Risk Assessment and Audit Plan.  

Find new ways to improve current performance through 
benchmarking and quarterly evaluation of the Audit Plan. g q y
Increase knowledge sharing and team processes.

Efficiently manage the department’s budget for maximum y g p g
effectiveness of stated budgetary objectives.

Uphold the mission, roles, and responsibilities of the AuditUphold the mission, roles, and responsibilities of the Audit 
Department. 

Goals









Auditable Segments Defined

TeamMate

Auditable Segments Defined

MWD Projects

Prioritization of the AuditPrioritization of the Audit
Universe by Level of Risk
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