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Office of the General Auditor 

 

Summary 

Two reports were issued during the month: 

  

1. IIA Independent Validation Statement for Audit Quality Assurance  

2. Validation Statement for Audit Quality Assurance – Management Response 

  

Discussion Section 
This report highlights the significant activities of the Internal Audit Department during  
June 2017.  In addition to presenting background information and the opinion expressed in the audit 
report, a discussion of findings noted during the examination is also provided. 
 
 

IIA INDEPENDENT VALIDATION STATEMENT FOR AUDIT QUALITY 

ASSURANCE-SELF ASSESSMENT REVIEW 
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Validation Statement for Quality Assurance  

Management Response 
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Observation  

 

Recommendation 

 

Management Response 

 

 Timing 

 

Current Status 

1. Workpaper Documentation  
 

Thorough and proper workpapers 

enable qualified individuals to re-

perform audit procedures, duplicate 

results and, in the process, evaluate 

audit quality.  IIA Standard 2330 

requires internal auditors to 

“document sufficient, reliable, 

relevant, and useful information to 

support the engagement results and 

conclusions”.  In addition, 

Department policies and procedures 

require each workpaper to be 

“descriptive enough to stand on its 

own without questions from the 

reader.”  

 

Audit workpapers are maintained in 

TeamMate, one of the industry’s 

leading audit management software 

systems.  We reviewed workpaper 

files for nine internal audit reports; 

eight issued during FY 2015-16, one 

during FY 2016-17.  Seven of the 

nine workpaper files we examined did 

not meet Department standards.  In 

these instances workpapers were 

difficult to follow as they lacked 

sufficient details and/or the 

supporting documentation needed to 

be easily understood. 

 

 

 

Internal audit staff should comply 

with Department workpaper 

standards.  Auditors should ensure 

that work is adequately 

documented with sufficient, 

reliable information to support 

engagement results and 

conclusions.  Moreover, an 

evaluation of staff compliance 

with Department standards should 

be a component of performance 

evaluations. 

 

 

 

Department workpaper standards 

were recently reviewed with the 

entire staff.  Additionally, 

refresher training on workpaper 

standards and techniques will be 

conducted during FY 2017/18.  

Compliance with workpaper 

standards will be a component of 

performance evaluations. 

. 

 

 

 

 

 

 

  

 

  

 

December 

2017. 
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Moreover, in one instance, workpaper 

deficiencies precluded us from re-

performing the audit procedures, 

which prevented us from duplicating 

the audit results.  

 

Audit work that is not clearly and 

thoroughly documented makes 

supervisory review more difficult and 

time-consuming.  Incomplete 

workpapers prevent qualified 

individuals from re-performing audit 

procedures in order to duplicate 

results and corroborate conclusions.  

 

2. Engagement Supervision  
 

IIA Standard 2340 requires 

engagements to “be properly 

supervised to ensure objectives are 

achieved, quality is assured, and staff 

is developed.”  Additionally, 

Department policy requires audit 

management to review and approve 

work progress at specific points in the 

audit. 

  

The General Auditor reviews each 

internal audit report prior to issuance, 

asking questions of the audit team and 

editing the report as necessary.  

 

 

Although oral discussions provide 

value to staff, audit managers 

should augment this process with 

formal written reviews on a timely 

basis.  Specifically: 

 Reviews and approvals 

should take place at 

defined milestones of the 

engagement, as specified 

by Department policy.  

 Reviews should be 

documented when they are 

performed.  

 Timeliness and an 

 

 

Engagement supervision policies 

and procedures have been 

reviewed with the entire staff 

and are being enforced by the 

Deputy General Auditor.  

Compliance with policies and 

procedures is a component of 

each Audit Manager’s 

performance evaluation. 

 

 

 

June 2017. 
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Interviews with audit staff revealed 

first level supervisors regularly 

reviewed workpapers orally; 

however, those reviews were often 

not performed at the appropriate time.  

In addition, our examination revealed 

that reviews and approvals were often 

not documented or were not 

completed on a timely basis; only 

three workpaper files in our sample of 

nine showed evidence of timely 

review.  Furthermore, in four cases 

the formal workpaper review was not 

documented until after the final report 

was issued.  Finally, in two instances 

the workpapers showed no evidence 

of review.  These findings are 

consistent with the issues noted in the 

previous comment which indicate 

engagement supervision is not 

sufficiently rigorous.  

Late or incomplete work reviews can 

adversely affect audit quality, stifle 

staff development, delay final report 

issuance, and check quality 

assurance efforts.  Failure to 

document work product reviews is 

contrary to professional standards 

and questions supervisory 

involvement.   

 

 

assessment of the quality 

of the workpaper reviews 

should be a component of 

the audit manager’s 

performance evaluation  

. 
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3. 3. Computer-assisted Audit 

Techniques  

 
IIA Standard 2300 requires auditors 

to “identify sufficient, reliable, 

relevant, and useful information to 

achieve the engagement’s objectives.”  

 

Audit workpapers examined revealed 

that test samples were judgmentally 

determined, limited as to sample size, 

and lacked the sophistication 

necessary to obtain more penetrating 

and insightful testing.  

Inadequate sample selection criteria 

and perfunctory test scripts could 

result in the failure to identify crucial 

audit evidence and could prevent staff 

from completing the engagement 

objectives.  

 

 

 

 
Consideration of computer-

assisted audit techniques should be 

made for each audit in order to 

design the most effective and 

efficient compliance and 

substantive tests.  Use of these 

sophisticated tools broadens audit 

scope, provides greater assurance 

as to the veracity of test results, 

and leads to more perceptive audit 

observations. 

 

 

 

Computer-assisted audit 

techniques are being considered 

on each audit engagement and 

will be applied, as appropriate. 
 

 

 

 

June 2017. 

 
  

 

To be fully implemented by 

FYE 2017/18. 

 

4. Audit Time Management  

 

IIA Standard 2030 requires the chief 

audit executive to “ensure that 

internal audit resources are 

appropriate, sufficient, and effectively 

deployed to achieve the approved 

plan.” 

  

 

 

Future Annual Audit Plans should 

consider establishing more 

accurate budgets for reoccurring 

audits based on past experience 

and current risk assessments. 

 

 

Developing more accurate 

budgets is being implemented as 

a component of engagement 

supervision.  

 

             

 

   June 2017. 
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The Audit Department Annual Audit 

Plan is both a compilation of the audit 

universe and a proposed schedule for 

the upcoming fiscal year.  Audit time 

is tracked by the hour and a 200-hour 

placeholder budget is assigned to 

reoccurring contract and construction 

audits.  Moreover, as audit planning 

and fieldwork advance, staff is 

responsible for time management and 

budget constraints.  Accordingly, staff 

can initiate a budget increase request 

that discusses the need for additional 

audit hours.  In this appeal, staff must 

justify the increase by reconciling the 

hours requested against the cost/risk 

of not approving the budget change. 

 

 

 

 

 

 

 

 

 

 

 

 

 

5. Policies and Procedures  

 

IIA Standard 2400 requires the chief 

audit executive to “establish policies 

and procedures to guide the internal 

audit activity.”  

 

The Department has an excellent 

Policies and Procedure manual.  

However, it has not been updated to 

consider current IIA Standards.  

 

Policies and procedures provide 

management with guidelines for 

 

 

Update Department Policies and 

Procedures to reflect current 

standards and practices. 

 

 

Department Policies and 

Procedures will be reviewed 

during FY 2017-18 and updated 

to consider current IIA 

Standards, as appropriate. 

. 

 

 

December 

2017. 
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consistent performance of daily 

operations.  They also facilitate 

training of new employees and serve 

as a reference for experienced 

personnel.  Outdated policies and 

procedures may result in inconsistent 

performance and reduce the 

effectiveness of employee training. 

6. Audit Department Charter  

  

Internal Audit must be free from 

interference in determining the scope 

of internal auditing, performing work, 

and communicating results.  IIA 

Standard 1110 requires the chief audit 

executive to “confirm to the board, at 

least annually, the organizational 

independence of the internal audit 

activity.”  

 

The Department Charter is 

established in Article 4 of MWD 

Administrative Code.  Over the years 

there have been numerous changes to 

IIA Standards; the most recent 

revision became effective in January 

2017.  Current standards are not fully 

reflected in the existing Department 

Charter.  Additionally some language 

in the Charter may not be applicable, 

such as compliance with Government 

Auditing Standards (GAGAS).  

 

 

The Department Charter should be 

revised to reflect the most recent 

IIA Standards.  In making 

revisions, consideration should be 

given to the IIA’s 2017 Model 

Internal Audit Activity Charter.  

Revisions should be included in 

MWD’s Administrative Code and 

formally approved by the Board.  

In addition, the Department 

Charter should be reviewed 

annually by the Audit & Ethics 

Committee. 

 

 

Staff will review the IIA’s 2017 

Model Internal Audit Activity 

Charter to identify potential 

enhancements to the Audit 

Department Charter.  

Recommended revisions will be 

proposed to the Audit & Ethics 

Committee.  If approved by the 

Board, they will be incorporated 

into the Department Charter and 

MWD’s Administrative Code.   

 

 

 

 

 

 

  

 

          

December 

2017. 
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An outdated Department Charter may 

result in confusion and make it more 

difficult to comply with IIA 

Standards. 

7. Audit & Ethics Committee        

Charter  
 

The Audit and Ethics Committee’s 

current charter generally provides 

adequate authority to effectively 

oversee its Audit Department’s 

responsibilities.  However, the IIA 

has published a “Model Audit 

Committee Charter” that contains best 

practices, including additional 

suggested responsibilities related to 

governance of the Audit Department.  

The IIA’s Implementation Guide 

IG1000 provides context for such an 

action. 

 

 

 

 

We recommend that the Board 

consider the IIA’s “Model Audit 

Committee Charter” particularly 

with respect to reviewing the 

adequacy of the charter annually 

and confirming annually that all 

responsibilities outlined in the 

charter have been carried out. 

 

 

 

Staff will review the IIA’s 

Model Audit Committee Charter 

and Implementation Guide 

IG1000 to identify potential 

enhancements to the current 

Audit & Ethics Committee 

Charter.  Recommended 

enhancements will be proposed 

to the Audit & Ethics Committee 

for their consideration.  If 

approved by the Board they will 

be incorporated into the Charter. 

 

 

 

  

 

 

  

December 

2017. 

 

 

 

 

 

 

 

 

 

 

 

8. Observations of Best Practices 
 

In developing a strategic plan and 

vision statement, the General Auditor 

conducts extensive conversations with 

senior management and the Board.  

He also researches emerging trends 

and techniques and reviews numerous 

 

 

There is an opportunity to enhance 

the planning process by using the 

IIA’s Global Audit Information 

Network (“GAIN”) Benchmarking 

Tool.  The GAIN Benchmarking 

Tool permits comparisons with 

 

 

Internal Audit Management will 

explore opportunities to use the 

GAIN Benchmarking Tool. 

 

 

 

 

 

December 

2017. 
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Global Audit Committee surveys and 

studies.  

 

 

audit departments of similar size, 

experience and other metrics for 

the Department’s peer group. 

 

 

  

 


