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ABSTRACT

Author: Zondre Launchya Seitei ~ Supervisor: Kato Plant

Thesis title: A proposed internal audit tool to improve internal audit effectiveness in
South African national departments

Johannesburg, March 2021

Increasing governance related issues are plaguing the South African government, which
have in recent times seen many state institutions facing serious financial and operational
related challenges to the point where the National Treasury had to bail out public
institutions. Internal audit is a vital component of governance structures within
organisations, as internal audit functions (IAF) provides support to the its governing
bodies through the provision of assurance and consulting services on the effectiveness
of risk management, controls and governance processes. The Institute of Internal
Auditors (IIA) has made the development and implementation of a quality assurance
and improvement programme (QAIP) mandatory in term of standard 1300 of the
International Standards for the Professional Practice of Internal Auditing (The
Standards). This augments the importance of measuring the quality delivered by internal
auditors to their key stakeholders. Literature revealed that the quality or effectiveness of
IAFs” management support, independence and its competence are factors that can be
positively correlated to internal audit effectiveness (IAE). However, the existence of a
quality assurance self-assessment preparation (QASP) tool appears to be limited.
Therefore, the aim of his study was to propose such a tool to aid IAFs in South African
government national departments in conducting their own self-assessments. This could
capacitate IAFs in the public sector to assess their effectiveness. This study found that
there is a need for quality assurance self-assessment preparation (QASP) tool to help
IAFs assess their effectiveness. Four key themes emerged from the findings, namely,
IAE, internal assessments, a measurement tool and external audit reliance culminating
into a proposed QASP tool. It is therefore recommended that IAFs of national
departments in the South African public sector take cognisance of the proposed tool to

improve internal audit quality and ultimately governance and service delivery.
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DEFINITION OF KEY TERMS AND CONCEPTS

AC — Audit Committee

AGSA — Auditor-General South Africa

Auditee — Management responsible for designing, implementing and monitoring risks
and controls of the organisation

CAE — Chief Audit Executive

EQAR — External Quality Assurance Review

TAE — Internal audit effectiveness

IAF — Internal Audit Function, also known as Internal Audit Activity

ITA — Institute of Internal Auditors Global

ITA SA — Institute of Internal Auditors South Africa (South African Chapter)

ITA Standards — International Standards for the Professional Practice of Internal
Auditing “ITA Standards”, 2016

IPPF — International Professional Practices Framework, 2016

P — Participant (are internal auditors and interviewees from which data a collected)
PFMA — Public Finance Management Act, No. 1 of 1999

QAIP — Quality Assurance and Improvement Programme

QASP — QASP Tool (Proposed Tool)

SA — South Africa

SAA — South African Airways

TR — Treasury Regulations, 2005

USA — United States of America
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1 INTRODUCTION TO THE RESEARCH

1.1 Background and context

More generally, this research is proposing a practical internal audit quality assurance self-
assessment tool that can be used by internal audit functions (IAF) in South African
national departments to assess internal audit effectiveness. Before getting to the research
conceptualisation (Section 1.2), the terms and concepts used in conceptualising this
research are briefly introduced in Section 1.1 generally and broadly—while Chapter 2
has a more specific and detailed discussion on the research context. The research
conceptualisation section provides for the research problem statement (Section 1.2.1)
and consequently the purpose of this research (Section 1.2.2) as well as the research
questions (Section 1.2.3). The delimitations and assumptions of the research study are in
Section 1.3 while the significance of the research study is discussed in Section 1.4 and

provides a preface to the research report in Section 1.5.

A number of recent governance failures (Thabane & Snyman-Van Deventer, 2018) and
serious irregularities (Staff Reporter, 2018) has seen organisations such as amongst
others, Steinhoff, Nkonki Incorporated, Klynveld Peat Marwick Goerdeler (KPMG),
Eskom, South African Broadcasting Corporation (SABC) and South African Airways
(SAA) crumble to a point of irrefutable damage to their reputation, credibility and
bottom line (Burger-Smidt, 2018; Thabane & Snyman-Van Deventer, 2018). This has
casted a shadow on the once previously world renowned South African auditing
fraternity in relation to being ranked as the best in auditing and reporting standards by
the World Economic Forum’s Global Competitiveness Survey. These recent scandals
consequently resulted in South Africa (SA) falling in rank from number one (1) out of
138 countries in 2016 (Schwab, 2016) to number 49 out of 141 countries in 2019
(Schwab, 2019). This is cause for serious concern, since governance is the life-blood of
any organisation if the definition by The Chartered Governance Institute (TCGI) is
conformed to (TCGI, 2020). The TCGI (2020) defines corporate governance as the
process of how an organisation is governed, controlled, directed and held to account
(ITA, 2012i) in line with its mandate and objectives, and identifies the decision-making

structures.

12



The King IV Report (2016:p11) defines corporate governance “as the exercise of ethical
and effective leadership by the governing body towards the achievement of ... ethical
culture, good performance, effective control and legitimacy.” Governance plays an
extremely vital role in how organisations are controlled and directed (TCGI, 2020) and
could mean the difference between the sustainability of an organisation and its demise
as in the case of Nkonki Incorporated and SAA (Burger-Smidt, 2018) & (Thabane &
Snyman-Van Deventer, 2018). Although the South African Johannesburg Stock
Exchange (JSE) listing requirements mandates companies that are listed with them to
comply with the King Code, it is however not a requirement for government
organisations, although these organisations are strongly encouraged to apply the

recommended governance practices (Makgabo, 2007).

Internal audit is a vital component of governance structures within organisations (IIA,
2016a). Key aspects of the definition of governance relates to and overlaps with the
definition of internal auditing as it pertains to the improvement of governance, control
and risk management processes and effectiveness (IIA, 2016b). Specifically within the
public sector, the IAF provides support to the organisation’s governing bodies through
the provision of assurance and consulting services on the effectiveness of risk
management, controls and governance processes (IIA, 2012i). The Auditor-General
South Africa (AGSA) in its 2018/19 Consolidated General Report on national and
provincial audit outcomes report, attributed the improvement of departments’
governance to concerted efforts made by audit committees (AC) and the assurance
provided by internal audit (AGSA, 2019a). In essence, internal audit could be regarded

as what one could call the guardians of governance.

The internal audit profession in SA (IIA, 2016e) is governed by amongst others the
internal audit professional body, which is the Institute of Internal Auditors South Africa
(ITA SA) and forms the local chapter of the Global Institute of Internal Auditors (IIA)
based in the United States of America (USA) (IIA, 2020a). The profession of internal
audit in the South African public sector is further directed by local statutes, being the
Public Finance Management Act (1999) (PFMA) and the Treasury Regulations (2005)
(TR) inter alia.
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The ITA goes as far back as 1941 (IIA, 2020a) and has a mandatory Framework called
the International Professional Practices Framework (IPPF) that requires internal
auditors who are members of the IIA to conform to it (IIA, 2016d). The IPPF consists
of both mandatory and recommended guidance (IIA, 2016d). The International
Standards for the Professional Practice of Internal Auditing (ISPPIA — hereinafter
referred to as the Standards) of the IIA which forms part of the IPPF (2016d)
mandatory guidance has been adopted by the South African government and

incorporated into section 3.2.6 of the TR (Treasury, 2005).

The IIA has made the development and implementation of a quality assurance and
improvement programme (QAIP) mandatory in term of standard 1300 of the ISPPIA
(ITA, 2016a). This augments the importance of measuring the quality delivered by
internal auditors to their key stakeholders. The IIA’s quality assurance assessment
criteria consists mainly of the Standards against which internal auditors and the IAFs’
effectiveness are measured (IIA, 2016¢). The question however remains whether the
Standards alone adequately and comprehensively measure internal audit effectiveness
and the value it adds (Fahlén & Langell, 2014) or does it require an accompanying tool
to further enhance its implementation? From the study by Kasim and Hanafi (2012)
there appears to be inadequate or insufficient practical tools and techniques available to
support South African government departments IAF’s in conducting quality assurance
assessments. This is further evidenced by the results emanating from Mbewu and Barac
(2017) research where no form of quality assurance assessments was performed by the
South African municipalities” IAFs that partook in their study. Quality assurance
mechanisms efforts are directed at overall improvement of processes and ultimately
performance (Karapetrovic & Walter, 2000). It is not enough to have adequate
measurement criteria, but what’s needed is a tool that aids in practically implementing
(Hudson, Hunter, & Peckham, 2019) the said quality criteria (Vidhya, 2017), as this is
what can inform effectiveness measurement (Marais, 2004). Continuous measurement
and scrutiny of performance criteria according to Marais (2004) forms part of
monitoring quality systems. The question should be, what constitutes value add, as this
is perspective dependent and should be focused from the perceptions of the IAF’s key

stakeholders.
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1.1.1 What factors or indicators contribute to internal audit
effectiveness (IAE)?

A number of studies on factors influencing internal audit effectiveness (IAE) around the
world has been conducted. Some of the pertinent findings emanating from those studies
conducted in Greece, Vietnam and Ethiopia highlight the independence of internal audit
(Huong, 2018), support by management (Mihret & Yismaw, 2007), internal audit
competence (Mustika, 2015), internal audit quality (George, Theofanis, & Konstantinos,
2015), inter alia as indicators contributing to and influencing IAE. Another research
study by Alzeban and Gwilliam (2014) revealed that management support was the key
driver of IAE, whereas Mustika’s (2015) results found no correlation between
management support and IAE. A number of authors have emphasised the importance
of having quality IAF’s (Huong, 2018; Mihret & Yismaw, 2007); however adequate
quality assurance tools do not exist that include criteria to assess indicators of

effectiveness (Kasim & Hanafi, 2012).

1.1.2  What quality assurance tool will aid internal audit in

adequately assessing its effectiveness and conformance to
the ITA Standards?

The IIA Standards (2016a), Standard 1300 requires that internal audit develops and
maintains a QAIP. In order for internal audit to be a trusted advisor (IIA, 2016c) and
provide quality services to its audit clients, be it consulting or assurance (IIA, 2016b),
they need to be adequately equipped. This is a huge capacity challenge for many IAFs
within the public sector, and their sizes and complexities differ (Mbewu & Barac, 2017)
with many not adequately resourced from both a financial and human resources
perspective (IKUTU & Treasury, 2014). Quality assurance processes are designed to
evaluate IAE and quality (IIA, 2016a), and if not done, opens it up to inferior delivery
of services. There are many public sector IAFs that are ineffective (Erasmus & Fourie,
2014) and are not implementing QAIPs and conducting quality self-assessments of their
work (Mbewu & Barac, 2017), and the reasons why this is not being done is being

questioned and remains an ongoing debate, hence the purpose for this study.
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1.2 Research conceptualisation

1.2.1 The research problem statement

The South African Government are experiencing increasing governance related issues,
which have in recent times seen many state institutions facing serious financial and
operational related challenges to the point of the National Treasury bailing them out
(Devenish, 2018) (Mutize, 2017). This has had a huge strain on the fiscal budget of the
country according to Mutize (2017). A recent report by the AGSA released alarming
audit results for the 2018/19 financial yeat, one of which points out that government
departments incurred increased irregular expenditure of R11 billion more than the prior

year and is a serious cause for concern (AGSA, 2019b).

A number of factors contribute to the poor quality and as a result, effectiveness of
internal audit, particularly a lack of resources (IKUTU & Treasury, 2014) (Mbewu &
Barac, 2017), independence of and competence of internal audit (Mustika, 2015). The
latter is largely based on the capability of internal audit to identify risks and control
deficiencies in order to further advise management and help them improve an
organisation’s operations (IIA, 2016b). Mihret and Yismaw (2007) further attributed
inadequate management support and the quality of internal audit as factors that
negatively affect IAE. The IIA Standards (2016d) require of an IAF to put in place a
QAIP in terms of Standard 1300 that measures internal audit as a whole against the
IPPF (2016d). This means that if internal audit quality is measured, this will enable
internal audit to not only be cognisant of its areas of weaknesses, but also put in place
adequate measures to address these shortcomings and allow the AC to monitor internal
audit’s progress thereon (IKUTU & Treasury, 2014). The indicators of IAE include
competence (Mustika, 2015), internal audit quality, its independence (George et al.,
2015), as well as management support (Huong, 2018). However, internal audit quality, if
assessed using the ITA Quality Assurance Manual (2016), includes the evaluation of all
these indicators, but criteria pertaining to management support needs enhancing.
According to Mihret and Yismaw (2007), an effective IAF contributes immensely to the
overall improvement of an organisation’s operations and control processes (Mihret &

Yismaw, 2007).

16



The ITA Standards require internal audit to add value and help an organisation achieve
its objectives by evaluating and improving its risk management, governance and control
processes (IIA, 2016b). However, many government departments' IAFs are not
performing optimally (Erasmus & Fourie, 2014) and are unable to assess the value
added and their effectiveness for further improvement (Mbewu & Barac, 2017).
Furthermore, the implementation of professional guidance and prescripts is a huge
concern in the public sector and the same also for IAFs. With specific reference to
quality assurance self-assessments, the Institute of Internal Auditors Quality Assessment
Manual was revised in 2016 to assist IAFs to conduct self-assessments; however, it
appears that the implementation part of the manual requirements remains a challenge
(Mbewu & Barac, 2017). Hence, the need for a practical self-assessment quality tool that
will enable internal audit to assess their contribution to the achievement of an

organisation's objectives.

1.2.2  The research purpose (aim and objectives) statement

The purpose of the research is to propose a tool through the development of a quality
assurance self-assessment preparation tool (QASP) for IAFs in South African
government national departments. This will capacitate IAFs in the public sector to be in
a position to conduct their own self-assessments on the quality of the services they
provide and its effectiveness (IIA, 2016a). There are presently inadequate or no practical
tools for public sector IAFs to utilise in efficiently conducting a self-assessment of their
work (Mbewu & Barac, 2017). This is presently a challenge and if addressed will aid the
AC to have a more directed approach by using the result produced by this tool as the
basis for a monitoring mechanism in identifying, assessing and tracking the gaps
hindering the effectiveness of IAFs within government departments for further

improvement, rather than having their attention scattered.

The intent is to explore the design of a QASP that will enable internal audit to evaluate
their effectiveness and adherence to the IIA Standards, using the IIA Quality
Assessment Manual (2016) as a baseline that will ultimately result in internal audit
adding value to organisations by assisting them in achieving their objectives (IIA,
2016b). In addition, to ascertain using qualitative strategies the need for enabling tools

to measure the quality of IAE.
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The research is to be performed by means of qualitative methods, thus using semi-
structured interviews with a purposive sample of participants that will aid in ascertaining
the adequacy of the QAIP in relation to indicators of IAE. It will help realise if any gaps
exist in the existing Quality Assurance Assessment Manual (2016) that is crucial and
fundamental to promote the effectiveness and quality (IIA, 2016e) of IAFs within
government departments. To derive the conceptual frame for undertaking this study it is
imperative to establish the extent to which the IIA’s Quality Assessment Manual (2016)
includes indicators of IAE and ease of conducting a self-assessment that generates a
result. This process will further help inform a practical quality assurance tool that public
sector internal auditors can use to perform their own self-assessment in preparation for
their external quality assurance reviews (EQAR) as required by the professional body,
the IIA at least once every five years. Furthermore, such a self-assessment can be
independently validated (ITA, 2016h) rather than have a full external review done (IIA,
2016g), thus saving costs to departments (IIA, 2016h).

1.2.3  The research questions as well as where applicable
accompanying research  hypotheses or research
propositions

1.2.3.1 Question 1: What factors or indicators contribute to internal audit
effectiveness (IAE)?

Proposition: Internal audit effectiveness indicators are critical to the well-functioning

of IAFs to be able to provide adequate assurance and consulting activities.

1.2.3.2 Question 2: What quality assurance tool will aid internal audit in
adequately assessing its effectiveness and conformance to the IIA
Standards?

Proposition: The development of a QASP tool will aid internal audit in adequately

assessing its effectiveness and conformance to the ITA Standards.

1.3  Delimitations, assumptions and limitations of the
research study

18



The delimitations, assumptions and limitations of this research study are as follows:

Assumptions

Many public sector IAFs within the South African context lack the relevant
competencies to conduct quality assurance assessments (Mbewu & Barac, 2017) and
(IKUTU & Treasury, 2014) where they measure their conformance to the ITA Standards
and it effectiveness, incapacitating them. Thus, not having adequate automated quality
assurance self-assessment tools to administer and prepare them for this process
exacerbate this issue (Kasim & Hanafi, 2012). Hence, the purpose of this study is to arm
internal audit with necessary and adequate tools and techniques that will empower them

to facilitate and implement adequate quality assurance self-assessments.

Delimitations
This study focuses only on capacitating IAFs in national government departments in the
South African public sector and not any other spheres of government with the aim to

propose a practical, automated QASP tool.

Limitations

This tool will not endeavour to test the effectiveness of the proposed tool; but rather to
obtain the views and perceptions of IAFs on the feasibility of the proposed tool.
Testing the effectiveness of the tool therefore falls out of the scope of this study, as this
process will entail a longitudinal study, but could be explored for future research
purposes. This study is further limited to only the assessment criteria informed by the
ITA Standards to ensure a succinct assessment. A further limitation is the limited
number of national departments that participated in this study, although the results

cannot be generalised it is arguably relevant to other national departments.

1.4  Significance of the research study

Internal audit is seen as an imperative governance pillar in the governance structures of
government within SA (IIA, 2012i). Hence, the focus on well-run IAFs should be
augmented through the execution of quality assurance reviews, as internal audit supports
the highest governance structures within government. It is for this reason that

developing a practical and automated QASP tool for the South African public sector
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IAFs will not only capacitate internal audit, but aid them to ascertain their areas for
development. This will put them in a position to introspect, be aware of and implement
adequate control mechanisms to address any known gaps, and as a result enhance the

value they deliver to their auditees, as highlighted in Standard 2000 (IIA, 2016a).

It is in essence the need to ensure that the organisation’s performance is enhanced and
objectives achieved continually that activate a demand and necessity for adequate quality
systems. Hence, assessing internal audit’s quality and ultimately its contribution to the
organisation, aids in ascertaining whether internal audit is operating efficiently and
effectively and will allow them to set in motion control activities to address any gaps
identified to better equip them to add value (IIA, 2016a). Developing the proposed tool
will provide a systematic process for internal audit to report their shortcomings and
needs from an informed standpoint to management and the AC whom are the decision-
makers and hold the power to provide the necessary resources internal audit may

require in order to improve their status quo.

1.5  Preface to the research report

To this end, the report has six chapters. Following this introductory chapter, Chapter 2
provides a literature review covering the problem, the past studies, the explanatory
framework and the conceptual framework. Chapter 3 discusses the research strategy,
design, procedures, reliability and validity measures as well as limitations. Chapters 4 and
5 present and discuss the findings, respectively, to interrogating the research questions

while Chapter 6 summarises and concludes the research.

A detailed review and discussion of literature were performed to ascertain the extent of
research conducted in the area of internal audit related quality assurance tools, of which
there were very few that related to the development of practical and automated
assurance tools. Using the IIA Quality Assessment Manual (2016) as the underlying
framework, the idea supporting this research is to capacitate IAFs enabling them to
practically conduct quality assurance self-assessments in preparation for their EQAR,
which is identified as an important area for improvement in the IKUTU and Treasury

report (2014). This tool should largely provide the AC with a mechanism to assess

20



internal audit quality and effectiveness and to hold them to account through monitoring
their progress in addressing the findings emanating from the proposal tool (Marais,

2004) (Vidhya, 2017).

This study aims to obtain an in-depth understanding of an extensive account of current
senior internal auditors’ experiences and views on quality assurance processes and its
implementation, as well as the importance of assessing internal audit conformance to
the ITA Standards (2016a) and its effectiveness. The latter is what provides an indicator
of the impact internal audit’s efforts have on the organisation achieving its objectives
(ITA, 2016b) For purposes of this study and to achieve the aforementioned rich data, the
semi-structured interview method will be applied in the collation of information. Since
quality assurance processes require persons with in-depth knowledge and experience in
the space of internal audit and quality assurance, only senior internal auditors currently

in practice in national government departments within SA will be interviewed.
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2 LITERATURE REVIEW

This chapter has three broad objectives; namely to understand the research problem, to
identify the knowledge gap, and to develop a framework for interpreting the research
findings. Specifically, in Section 2.1, the research problem is explained. In Section 2.2,
literature on studies that have attempted a similar study or research are reviewed. With
information arising from Section 2.2, qualitative attributes that are key to this research
are identified in Section 2.3 as well as a framework that we will used to interpret the

research findings in Section 2.4.

Internal audit role in governance in the public sector and its challenges

Public sector governance takes into account how organisational goals are established
and attained and how effectively it’s managed (Asare, 2009). Internal audit has been
identified as a key governance pillar of sound governance based on its assessment of
business operations of which the results are communicated to the AC and senior
management (Coetzee & Erasmus, 2017). Internal audit’s contributions to governance
are binary in that it provides independent and objective appraisals of the organisation’s
governance system and are catalysts for improvement of risk management, governance
and controls (Asare, 2009). Maintaining effective governance within public institutions
has become more and more challenging over the years with the increase in irregular
activities taking place in public institutions (Zulu, 2019) owing to inadequate leadership
and unethical decisions (Njobeni, 2016). This has become more apparent through
reports produced by organisations such as the Public Protector on allegations of state
capture (Public Protector, 2016), which triggered the Zondo Commission of Enquiry
(President of the RSA, 2018) with a number of other Commissions set up over recent
years to probe public resources irregularities. This is cause for concern, as a number of
public institutions have become technically insolvent due to financial mismanagement,

such as the SAA (Zulu, 2019) and Eskom to name a few (Public Protector, 2016).

The relevance and importance of internal audit in organisations are increasingly being
questioned putting added pressure on them to perform (Bota-Avram & Palfi, 2009).
With all that has happened in the government domain, a number of questions have been
raised as to where the auditors were to prevent these perverse governance mishaps from

occurring and to the extent it has, which is a valid ask (von Eck, 2019). Internal audit’s
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role is to provide assurance and consulting activities on the effectiveness of governance,
risk management and controls of the organisation to oversight bodies charged with the
responsibility for governance (IIA, 2016a). The AGSA (2019a) consolidated general
report on audit outcomes highlighted with concern management’s failure to adequately
address findings previously raised, which has indeed hindered internal audit and the

ACs’ efforts to effectively discharge their monitoring activities.

Increasing demands are placed on internal audit to provide much needed unbiased and
value adding insights and foresights (IIA, 2016a). This requires an enabling environment
that will assist internal audit to effectively conduct their work in meeting the mission of
internal audit, which is to protect and enhance the value of organisations (IIA, 2020b).
This however will depend on the resources and tools available to internal audit that will
empower them to improve their service offerings by conducting quality assurance self-
assessments on their IAFs in order for them to direct their efforts toward intentional

and needed continuous improvements (National Treasury, 2018).

South African legislation supports the IIA Standards (2016a), as it has incorporated
section 3.2.6 in the Treasury Regulations (2005) enforcing internal audit engagements to
be conducted in accordance with these Standards. Despite no specific mention made in
the TRs (2005) of quality assurance processes, it is highlighted as a process to be
followed by the National Treasury (2009) Internal Audit Framework, section 3.7. With
all the professional guidance and prescripts designed to improve the effectiveness of
IAFs within the South African public sector, this study aims to augment this by

developing a practical QASP tool that can be implemented with ease by these functions.

Internal audit effectiveness (IAE) indicators

An important part of measuring the quality of internal audit’s deliverables is identifying
and understanding the indicators and value chain of what makes an IAF effective. Lenz,
Sarens and D’Silva (2014), and Roussy and Brivot (2016) associated IAE indicators to
input, such as having people with the right skills set and knowledge, processes that entail
having the right tools, technology and adequate procedures; and output deliverables
which refer to the recommendations, reports, advice and presentations made to key
stakeholders. The value added is all about how one’s stakeholders receive it and how

useful it is to them and their work. This is why managing expectations with their key
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stakeholders is of paramount importance (Lenz & Hahn, 2015) as it contributes to being
relevant and effective as an IAF. Bardhan, Vargus, Pizzini and Lin (2011) explain quality
assurance as techniques that enable the effectiveness of the IAF’s operations and
include activities that consist of client feedback, peer reviews, independent review of

working papers and direct supervision amongst others.

The research results of George, Theofanis and Konstantinos (2015) based on the
Greece context, highlight that quality of internal audit, management support, internal
audit independence and its competence are all indicators that positively relate to the
effectiveness of internal audit (Huong, 2018). All these indicators are aligned to the
IPPF (2016d); however, when reviewing the ITA Quality Assessment Manual (2016), the
criteria to assess management suppott is not adequately articulated and covered therein
to invoke a glaring gap, should this be an area internal audit is struggling with. They
further found that the indicator on internal audit quality is associated highly with the
other three mentioned indicators (George et al., 2015). Although Mustika (2015) found
management support to have no effect on IAE, their study found independence,
competence of internal audit and strong relationships between external and internal
audit to be highly correlated to IAE within the Indonesian context, with the latter
indicator contributing to internal audit quality. Earlier research by Mihret and Yismaw
(2007) in the Ethiopian context reveals that quality of internal audit and management
support is positively associated with the effectiveness of internal audit. Hence, from the
research materials presented, the IAE indicators for consideration and for the purpose
of this research include quality of internal audit, independence, competence and
management support. When comparing these indicators to the current IIA Quality
Assessment Manual (2016) criteria, the indicator on management support could not
easily be traced into the said assessment, notwithstanding that this as criteria is not easily
measured, and hence this indicator being expanded on under internal audit governance
should be considered for expansion. Management support of the work of auditors is
inadequate as reported by the AGSA (2019a) consolidated general report, due to their
failure to address audit findings raised through the implementation of adequate controls,

which is one of the critical aspects toward overall organisational improvement.

Another aspect that helps leverage the work done by internal audit is the reliance placed

on internal audit’s work by the external auditors in terms of the International Standard
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on Auditing (ISA) 610 and the IIA’s Standard 2050, particularly in the public sector.
Their reliance is mainly premised on the measurement of quality and effectiveness
outcomes of the work produced and the behavioural actions of IAF and internal
auditors (Lenz & Hahn, 2015). This will further encourage the combined assurance
principles to be applied (Huibers, 2015) (IoDSA, 2016) and will help save organisations
costs, whilst ensuring increased assurance and or consulting coverage, thereby creating

efficiencies within the assurance processes.

Internal audit quality assurance and improvement programme (QAIP)

A quality assurance process in respect of internal audit refers to the assessment of the
IAF’s conformance to amongst others the IIA Standards (2016a), Code of Ethics and its
effectiveness (IIA, 2016a). Standard 1300 of the IIA Standards (2016) requires chief
audit executives (CAEs), the heads of IAFs (also referred to as internal audit directors)

to develop and maintain a QAIP.

Internal audit should always strive to improve their service offerings through
continuous measurement against set criteria to ensure its quality is constantly enhanced
(Pitt, 2014). Quality can be defined in various contexts, but it ultimately aims to measure
performance (Al-Amri, Jani, & Zubairi, 2015). A study by Elassy (2015) states that there
is no simple and straightforward definition for quality, as the difficulty with it is that it is
a relative concept and can mean different things in diverse contexts. He further goes on
to explain five various definitions of quality, with one particular definition that could
relate to internal audit quality assurance, being quality in the context of conformance to
standards. Despite this, Lenz and Hahn (2015:p7) gives meaning to quality as follows:
“quality in a product or service is not what the supplier puts in. It is what the customer
gets out and is willing to pay for”. A distinction is made by Elassy (2015) between
quality and standards, with the former being the process, whereas outcomes relate to the
standards, this elevating the role of the quality assurer to ensure that the process meets a

high standard.

Karapetrovic and Willborn (2000:p679) state, “quality audits are prominent and proven
management tools for assessing compliance and effectiveness of quality systems” and
further explain that its objective is ultimately to help improve an organisation’s overall

performance. The IIA Netherlands Chapter has directly associated quality with the
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effectiveness of the IAF (Netherlands, 2016). The IIA (2017:webpage) has stated that
“for an IAF to be considered effective, all Principles’ should be present and operating
effectively”. One of these principles that this study focuses on in particular, relates to
internal audit demonstrating continuous improvement and quality (IIA, 2016d).

Measurement of performance is imperative for further improvement of any process,

thing or person (Al-Amri et al., 2015).

The meaning of quality varies dependent on the context it’s used in, such as a product
being defect-free does not mean that the product is competitive if it does not have the
most contemporary features (Hoyle, 2008). Since the context in which quality is used is
important, the definition by Hoyle (2008) on conformance to requirements pertains to a
service of which internal audit offers their audit clients. Effectiveness on the other hand
according to Bartusevidiené and Sakalyté (2013) entails measuring the degree to which
goals are attained by organisations. This means that for internal audit to be effective it
needs to help the organisation achieve its objectives (IIA, 2016a) through the services
that it offers the organisation. This is in line with the IIA definition of internal audit
(ITA, 2016b). Kasim and Hanafi (2012) once wrote that conformance to the internal
audit International Professional Practices Framework (2016d) (IPPF) is the best
measure of the effectiveness of internal audit. Alzeban and Gwilliam (2014) mention
that internal audit quality hugely affects IAE. Hence, for purposes of this study internal

audit quality and IAE will be regarded as the same, as the focus is on the criteria or

indicators of TAE.

The outcomes of the study by George et al. (2015) are in line with the instrument
developed by Kasim and Hanafi (2012), as their model is premised on the IPPF.
However, this instrument consists of just a set of criteria similar to that of the IIA’s
Quality Assessment Manual (2016) and lacks a quality assurance self-assessment tool.
Since the IIA’s Quality Assessment Manual’s (2016) assessment criteria will underpin
the proposed practical QASP tool, it is notable that all the aforementioned IAE
indicators (George et al., 2015) are reasonably covered, except for the IAE indicator on
management support that needs to be expanded on to make it explicit. This tool will

enable internal audit to conduct self-assessments that will prepare the IAF by simulating

! 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 quality assurance review for the actual EQAR, and will ensure that the IAF
conforms to Standard 1300 on QAIP (IIA, 2016a). The ITA welcomes the customisation
of the application of the IPPF (2016d), provided that conformance to the Standards are
not in any way jeopardised (IIA, 2016e). Marais (2004:p104) quoted a fundamental
statement that “a profession can have great standards, but without credible mechanisms
to enforce compliance, they lose their effectiveness and their status as a mark of
professional quality”. This means that adequate systems that enable enforcement and
prudent implementation of the standards and performance criteria that measure
effectiveness and value added are underpinned by credible systems. These factors are
interdependent for its successful implementation. To attain optimal levels of
performance that are beneficial for an external assurance review, Sarens and
Abdolmohammadi (2011) put forth that the identification and reporting of leading
practices and benchmarking should be included in their area of work to ascertain and
adopt efficiencies and improve effectiveness of the IAF. The current IIA Quality
Assessment Manual (2016) allows IAFs to identify and explain any potential

opportunities for improvement and leading practices that they may have adopted.

A quality system according to Ramly, Ramly and Yusof (2008) is a tool that assesses
activities against quality criteria and identifies key areas for improvement. Karapetrovic
and Willborn (2000) further support this through their explanation that independent and
objective verification, collation and evaluation of audit evidence against set audit criteria
is a form of quality audit. Similarly, Fahlén and Langell (2014) emphasised a need for
further research to be conducted in the area of complementary quality tools with a focus
on improvement suggestions opposed to just compliance checks. Karapetrovic and
Willborn (2000) emphasised that a perfect system does not exist, as areas for
improvement are always necessary. Assessing internal audit’s quality and contribution to
the organisation aids in identifying areas for further improvement and ultimately value
added (IIA, 2016a, 2017). There is a need to ensure that the organisation’s performance
is enhanced and objectives achieved continually that sets in motion a demand and need
for quality systems (Ramly et. al, 2008). Fahlén and Langell (2014) argues that internal
audit could potentially be used as a form of tool for improvement and value adding, but
further highlights that no evidence exists that internal audit continually adds

organisational value.
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Karapetrovic and Willborn (2000) emphasised that applying the applicable quality
assurance measures will aid in ensuring that audit processes and outcomes are of quality
and build customer confidence in the services offered. The Organisation for
International Standards (ISO), an international body that aims to issue global standards
on standardisation, issued ISO 9001 which is a set of principles-based criteria for
managing quality (ISO, 2015). However, an article by Jack Dearing (2007) questions the
cost-benefit aspect of implementing this ISO stating that there is indeed room for
improvement. Although Bota-Avram and Palfi’s (2009) research highlighted that
instituting quality assurance sections within the IAF will enhance internal audit
performance, this is a luxury that the SA public sector does not have. In the absence of
this ideal, this study secks to fill this gap through the development of an automated
excel-driven QASP tool that could push for independent validation, which is less costly
(ITA, 2016h). This will enable public sector internal auditors to conduct their own
preliminary quality assurance self-assessments that will aid in the identification of
focused areas for improvement and that can be regularly monitored by the AC IKUTU
& Treasury, 2014) toward preparation for the actual EQAR (IIA, 2016g) or Self-
assessment with Independent Validation (IIA, 2016h). Adopting and adapting this tool
based on IAF’s needs will help internal audit move towards becoming a creator of value

opposed to a resources consumer (Bota-Avram & Palfi, 2009).

From an internal audit perspective, the quality assurance self-assessments are expected
to provide much needed insights and foresights (IIA, 2016a) that will not only help
internal audit identify its areas of weaknesses, but also provide potential solutions for
future improvement and augmentation of its effectiveness. The QAIP has a two-
pronged approach which ultimately evaluates whether or not internal audit is attaining
its own objectives including those of the organisation it audits (ITA, 2012m). This study
aims to augment literature and find a credible and practical QASP tool that will advance
and enable IAFs to effectively, efficiently and economically, conduct quality assurance
self-assessments of their IAF and auditors. It further aims to help them systematically
evaluate their effectiveness, monitor and report on gaps to their key stakeholders for

continuous improvement.
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2.1 Research problem analysis

Internal auditors in the South African public sector are increasingly facing challenges
that inhibit inter alia their effectiveness. A study on IAE by Mbewu and Barac (2017)
found that organisational governance is amplified when IAFs are effective. Gramling
and Van der Velde (2000) further support this, where they highlight that having an IAF
that is weak and of poor quality significantly weakens the internal control systems of
that organisation. Mbewu and Barac (2017) research found that there is a lack of or no
quality assurance (internal or external) assessments conducted on the IAFs in SA, severe
internal audit resource constraints and developmental programmes, which all

significantly hinders internal audit effectiveness.

The quality of internal audit is a key factor that affects the function’s effectiveness
(Alzeban & Gwilliam, 2014) and requires adequate practical tools that are able to
evaluate the IAE, of which is in short supply, as major weaknesses are prevalent in the
existing tools (Kasim & Hanafi, 2012). There is no perfect system and room for
continuous improvement is critical (Karapetrovic & Willborn, 2000), as some
mechanisms designed to augment internal audit’s role and responsibilities, are the very
ones that attrite their effectiveness. Factors such as professional requirements
necessitate internal audit to adhere to certain standards, such as the IIA Standard 1300,
stating that internal audit should put in place a QAIP (Sarens, Jallow,
Abdolmohammadi, & Lenz, 2012) (Sarens et al., 2012). However, due to a lack of
functional support, systems and resources (financial and human), it does not enable
internal audit efficaciously to fulfil their responsibilities (Mbewu & Barac, 2017).
Notwithstanding the competing priorities that departments have to endure in allocating
extremely limited resources to activities that will best ensure the effective delivery of
services to the public. This being, distribution of funding to departmental core activities
over the allocation of these same resources to support functions, of which internal audit

is one of them, and which is similar to the scenario painted by Merino (2018).

Internal audit resources are a challenge according to Mbewu and Barac (2017), and one
of these key resource constraints relates to lack of quality assurance tools that will help
enable internal audit to diagnose their areas of weaknesses pertaining to their

effectiveness and the value they add. If they do not know what they are doing or where
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they are going wrong, how will they know what areas within their function to improve
in order to direct their already stretched resources to attain organisational objectives.
Apart from resources being a challenge IKUTU & Treasury, 2014), research revealed
that many IAFs fail to conduct quality self-assessments to ascertain their level of
effectiveness (Pitt, 2014). This is due to some IAFs being small in nature, assessments
requiring increased time for compliance at the expense of core audit work and lack of

management support (Baharuddin, 2014).

Having an adequate quality assurance tool in place is imperative, and equally important
is having all the required criteria that will not only measure conformance to the IIA
Standards (2016a), but also criteria that assesses effectiveness and the value internal
audit adds to its auditees (Kasim & Hanafi, 2012). Kasim and Hanafi, (2012) further
stated that no consistency exists explaining what audit quality characteristics are. This
could be due to set audit criteria according to Ramly et al, 2008 being biased
(Karapetrovic & Willborn, 2000), and which do not enable enhancement of
performance (Fahlén & Langell, 2014). Marais (2004) interpretation of the ITA Standard
1300 on the QAIP alludes to its intention to improve quality. The IIA’s IPPF (2016d) is
a mere baseline for quality measurements to inform quality systems; however, a number
of quality assurance systems do not include all of the IIA’s IPPF requirements or
criteria, and these systems further do not quantify or allocate a rating to their measures
(Kasim & Hanafi, 2012). Pitt (2014) also supports this notion that conformity to the ITA
Standards alone are inadequate and should include efficiencies created and effectiveness
of the function. This could be due to quality not having a standard definition (Elassy,
2015). Sarens and Mohammad (2011) is of a slightly different view in that adopting the
full ITA Standards set will give increased coverage of quality aspects. The ITA Standards
(2016a), Standard 1300 is very clear in that the QAIP does not only focus on
conformance to the Standards and evaluates application of the Code of Ethics, but
should also include the evaluation of how efficiently and effectively the function
operates with due consideration to identifying opportunities for process improvements.
This means that the QAIP's intention was always to focus on quality beyond mere

conformance to the ITA Standards (20106a).

There are other spin-offs from enhancing internal audit quality, in that other assurance

providers, such as external audit will be able to comfortably use the work of internal
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audit if their function is effective and produces quality results (IAASB, 2014). Endaya
and Hanefah (20106) writes that only when internal audit is fully effective, will external
audit rely on and use the work of internal audit. This entails conforming to the ITA
Standards (2016a) if one is to consider the criteria outlined in the International
Standards on Auditing (ISA) 610 applicable to external auditing (IAASB, 2014). Pitt
(2014) however argues differently in that conformance to the Standards should not be
the performance objective, but rather a premise for how their operations are run. This
means that performance is more than just meeting the Standards, which is perhaps why

most existing quality systems are not reaping the intended objectives.

It is known that professional governing documents may be well written with the greatest
of intention, but is futile if not institutionalised and supported with adequate tools or
systems that will enable users thereof to effectively implement it in practice. The manner
in which existing quality tools are designed may have unintended consequences resulting
in the tools’ failure to promote effectiveness through the attainment of the intended set
objectives, as well as not being able to identify areas for further improvement, although
the final results of any system should be to ensure organisational sustainability (Ramly,
et al., 2008:Abstract). The IIA Standards (2016a) are there to guide internal audit from
amongst others a technical and behavioural perspective, however putting it into practice

1S a separate process.

Internal audit has become so good at assessing the organisational business processes
that they have neglected to take stock and assess their own effectiveness and the quality
they deliver to their auditees (Pefia, 2019). This may be due to their lack in skill to apply
ITA Standard 1300 in practice or lack of resources; but whatever their reason is, it must
be done if they are to remain relevant (IIA, 2016a). A study revealed that failure to
enforce quality standards could lead to the inefficient and ineffective use of resources by
internal audit (Pefia, 2019). It is due to the aforesaid that it is important to not only
focus on performance and quality criteria, but also the practical tools that will assist in
efficiently assessing the set criteria. According to Pefia (2019), a number of significant
positives could be derived from having conducted a quality assurance process, such as
increased training and resources that will contribute to building internal audit. It is for

the above reasons that there is a significant need for an adequate, credible and practical
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quality assurance tool in the public sector that will enable IAFs to conduct quality self-

assessments of their effectiveness and conformance to the ITA Standards (2016a).

What is even more important is the actual process of developing the intervention that
will contribute to the impact the tool will have on improving the overall effectiveness of
IAFs within the public sector and its conformance to the IIA Standards (2016a). The
outcome explained by Belcher and Palenberg (2018), as the causes of impact, are
premised on fully conforming and effective public sector IAFs. This aforesaid will be as
a consequence of the review on the adequacy of the existing quality assessment criteria
of the ITA (IIA, 2016¢) to ascertain whether it amply includes criteria that assess IAE

indicators.

To attain the outcomes, it will be imperative to review the IIA's Quality Assessment
Manual (20106) in order to ascertain if it incorporates assessment criteria pertaining to
IAE. The first point of call is to identify the factors or indicators of what constitutes
IAE, and then to determine if the IIA’s quality assessment criteria include these factors
or indicators. For internal audit to add value and provide advice to its clients, it needs to
be operating optimally. Hence, having adequate criteria alone is not sufficient, but
actually conducting the self-assessment against the enhanced quality assessment criteria
is imperative. However, existing tools are inadequate (Kasim & Hanafi, 2012) to enable
internal audit to conduct quality self-assessments, and by converting the IIA’s Quality
Assessment Manual (2016) into a practical self-assessment preparation tool could be the
solution to moving public sector IAFs toward becoming effective and operating

optimally.

Although Mbewu and Barac (2017) suggest that training on quality assurance reviews
could be undertaken by IAFs within the South African local government to address the
gap of them performing no to limited assurance assessments, this may not be the most
economical solution since funding in general is a challenge, let alone funding for
training. Hence, the purpose of this study is to develop such a practical self-assessment

preparation tool.
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2.2 Research knowledge gap analysis

This section will aid in identifying the research knowledge gap through the analysis of
existing literature. A qualitative approach will be adopted using semi-structured
interview methods, transcribing and analysing the interview information into themes
(Mbewu & Barac, 2017) that will produce findings, recommendations, and conclusions

and further evaluations of the extent of existing quality assurance mechanisms.

A number of studies have explored factors affecting IAE (George et al., 2015), however
limited studies have considered developing instruments that could drive effectiveness
(Mbewu & Barac, 2017). Although Kasim and Hanafi's (2012) research considers a
quality assurance instrument, it does not allow for an automated self-assessment that
prepares internal audit for the EQAR that should take place at least once every five

years (IIA, 2016a).

Although questionnaires are popular mechanisms used to collect and analyse data, as
used by George, et al. (2015); a number of research studies have used semi-structured
interviews, as a mechanism, to extract information and has quantitatively analysed
results (Kasim & Hanafi, 2012), with others analysing the results using qualitative
methods (Mbewu & Barac, 2017). Focus group interviews were used to conduct
research (Kasim & Hanafi, 2012), whilst Mbewu and Barac (2017) used questionnaires
in their interviews to collect information. The most popular mechanism used to collect
research data consists of questionnaires or surveys of which mostly quantitative

methods are employed to analyse such data (George et al., 2015).

Kasim and Hanaft’s (2012) research is based on the Malaysian context with a minimum
total sample size of 185 (60 for attribute standards and 125 for performance standards)
and included a set of two (2) interviews that targeted nine (9) CAEs’ and 22 internal
auditors. With Mbewu and Barac’s (2017) study, they targeted mostly senior
representatives such as accounting officers, chairpersons of ACs and CAEs, as well as
internal auditors from four municipalities in Limpopo in SA. Another study by George
et al. (2015) used a sample size of 140 Athens Stock Exchange listed companies out of a

population of 240. A mix of focus group interviews (Kasim & Hanafi, 2012) and
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questionnaires (Mbewu & Barac, 2017) were used in the information collection process,

whilst George et al. (2015) only utilised a questionnaire to collect information.

Kasim and Hanafi, (2012) firstly confirmed the existing ITA Quality Assessment Manual
(2016) with the originators prior to using it in the development of the instrument and
then transcribed the information obtained. However, George et al. (2015) made use of
descriptive statistics and regression analysis to process data. Two (2) sets of reliability
tests were used for analysing the questionnaire (Kasim & Hanafi, 2012), which included
Cronbach’s coefficient alpha. George et al. (2015), however used a number of statistical
analyses, which included amongst others, factor analysis, varimax orthogonal to
interpret results, Barlett test to ascertain correlations and Kaiser-Meyer-Olkin measure
of sampling. Mbewu and Barac (2017), to unpack and analyse the data obtained in their

research used thematic analysis.

George, et al. (2015) found that internal audit quality (ILA Standard 1300) was not only
positively correlated with IAE, but also with other IAE indicators such as the
competence (ILA Standard 1200) of the internal audit team, its independence (IL4
Standard 1100) and management support. All of these IAE indicators are reasonably and
adequately included in the ITA Quality Assessment Manual (2016) criteria with the
exception of management support, as the criteria hereon if expanded on could enhance
this indicator. This means that if the quality aspect of the IAFs are addressed, so will
many other IAE indicators. Kasim and Hanafi (2012) explained that a number of
methods were introduced to evaluate internal audit’s quality with little success to
quantify the measures. This research attempts to bridge this gap particularly as it relates
to IAFs within the South African public sector. Kasim and Hanafi (2012) further
confirmed the validity of the IPPF (2016d) and the IIA Quality Assessment Manual
(2016) in developing their quality assurance instrument and since the latter is aligned to
the recent changes in the ITA Standards (2016a), the updated IPPF (2016d) will be used
in this study. It will serve as a baseline for inclusion in the development of the
automated practical QASP tool and since management support is confirmed as an IAE

indicator, this will be expanded on and incorporated into the said tool.

Although extensive research has been conducted on IAE indicators and some research

on the existing ITA Quality Assessment Manual (2016), limited research is done on the
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development of a practical and implementable automated quality assurance self-
assessment tools that will aid internal audit in conducting quality assurance self-
assessments in preparation for the EQAR. Kasim & Hanafi's (2012) research
highlighted that a modified measurement scale instrument could enable quantifiable
measurements of conformance to the IPPF (2016d). Despite them replacing the present
Likert scales due to it not being quantitative, their instrument still does not enable
internal audit to conduct a self-examination of their conformance to the ITA Standards
(2016a) that concludes in the automatic calculation of a result (i.e. General Conforms,
Partially Conforms or Do Not Conform) (IIA, 2016f). However, this study focuses on
allocating a rating to the current Likert scales with the tool automatically generating a

final assessment result.

South African public sector internal auditors are always assessing organisations’
compliance to prescripts, their risk management processes, governance and control
systems (IIA, 2016a) that give rise to the delivery of services. However, in order to be
the referee of others, they need to conduct an introspection of their services and
conduct before they can evaluate others (IIA, 2016a). Hence, the need to assess the
quality of an IAF and its effectiveness, as it is an imperative in order to lead by example
as the guardians’ and evaluators of an organisation’s control, risk and governance
systems (IIA, 2016b). With the development of an automated practical quality assurance
self- assessment preparation tool, it will contribute to enhancing and strengthening
public sector IAFs’ effectiveness and enable them to adequately identify and address
their shortcomings that can be monitored quarterly by the AC (IKUTU & Treasury,
2014).

By IAFs being externally quality reviewed, it will further increase the functions’ chances
whereby, the AGSA who is the supreme audit institution of SA and the legislated
external auditor of government, could use the work of internal audit in terms of their
ISA 610 Standard. This is the process whereby external audit places reliance on the
work of internal audit or uses direct assistance to assist in their audit coverage (IAASB,
2017). According to Gramling and Van der Velde (20006), a weak IAF can constitute a

significant weakness in the control environment of the organisation.
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Kasim and Hanafi’s (2012) study expressed a need for further research to refine their
instrument. With the limited research conducted on the development of practical quality
assurance assessment tools for internal audit, it necessitates a study on the development
of such a tool that will help enhance internal audit effectiveness (George et al., 2015)
and their conformance to the ITA Standards (IIA, 2016a). A proposed tool of this
nature aims to enable and encourage internal audit to implement and conform to
professional guidance. Such a tool would be able to expose any non-conformance or
effectiveness gaps that can be monitored by the AC IKUTU & Treasury, 2014) to
ensure improvement of public sector IAFs. This tool will further prepare IAFs for
EQARs that must be conducted at least once every five years as required by ITA
Standard 1312 (IIA, 2016a).

2.3  Qualitative attributes or quantitative variables key
to the research

Since a qualitative approach will be used, and hence qualitative attributes apply here, the
Lexico powered by the Oxford Dictionary describes an attribute as “a quality or feature
regarded as a characteristic or inherent part of someone or something” or “regard
something as being caused by”(Lexico powered by Oxford, 2020). The qualitative
attributes of this study will include assessment criteria for IAE that will measure the

quality and effectiveness of IAFs in national government departments in SA.

Research by Erasmus and Fourie (2014) reveals that IAFs within national government
departments are not meeting the expectations of their key stakeholders, as they are not
effective in delivering their goals, which is to help government organisations achieve its
objectives. The question arises whether internal audit knows and understands why they
are not delivering on their objectives and how they are measuring their effectiveness.
Thus, this study aims to ascertain if developing a practical QASP tool with rating scales
that automatically generate a result, will aid internal audit in adequately assessing its
effectiveness and conformance to the IIA Standards (2016a). Development of the said
tool could be done by using as a basis, the criteria outlined in the IIA Quality
Assessment Manual (2016), which is based on the IPPF (2016d) and should further
include criteria to measure IAE (Lee & Quazi, 2001). Lee and Quazi (2001) state that

the purpose of self-assessment tools is to measure the quality of performance, which is
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further supported by Jorgensen, Boer and Gertsen (2003) explaining that it is a
development improvement process. Government institutions’ IAFs do not have
adequate resources (IKUTU & Treasury, 2014) in particular to measure the quality of
services they offer (Mbewu & Barac, 2017), for example the funds to buy licences for
the use of audit software to conduct certain audit processes and or quality reviews (Janse
van Rensburg & Coetzee, 2016). This research however is suggesting the development
of a self-assessment tool within a programme that all government departments has

access to, which is the Microsoft Excel package.

There is a general consensus amongst scholars that self-assessment tools are designed to
identify shortcomings (Lee & Quazi, 2001) for further improvement purposes
(Jorgensen, Boer, & Gertsen, 2003). Jorgensen et al.'s (2003) study reveals and advocates
the importance of having the self-assessment process facilitated, however eatlier
research by Lee and Quazi (2001) states that the quality criteria used in the assessment
should be underpinned by the actual self-assessment tool. This means that the self-
assessment tool is the underlying mechanism and vehicle to deliver the frame of the tool
being the quality assessment criteria. Further research by Lee and Quazi (2001) reveals
that self-assessment tools developed over the years to measure quality do provide some
form of benefit to organisations in the form of a dipstick high-level analysis of the

issues.

Organisations’ success according to Lee and Quazi (2001) is augmented when quality
processes inform management practices. On the other hand, Jorgensen et al. (2003)
argues that self-assessment results may reveal symptoms of challenges, but alone it is
not enough to drive change or improvement, unless fully supported by management,
hence the need to expand on management support criteria in the IIA’s Quality
Assessment Manual (2016). Lee and Quazi (2001) advocated for the assessment criteria
to be delivered through a questionnaire driven self-assessment, which is a similar

approach that this study will be taking in the development of the practical QASP tool.

This study takes the form of semi-structured interview questions with two (2) sets of
target audience. The first set of interviewees targeted at national government
departments within SA include senior internal auditors (and those that has worked in

the internal audit space within the last two years) responsible for or those implementing
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quality assurance programmes within IAFs. This includes those individuals who were
previously in quality assurance and have left the internal audit space within the last two
(2) years. The second set consisting of those that do not have a quality assurance
programme in place. The interview questions can be found under Annexure 1.1. The
interview questions will profile the interviewees by asking about the position they hold
and the department they are employed by, including the number of years’ experience in
internal audit. The generic questions will follow and filter the target audience into two
(2) groups, those that have a QAIP in place and those that do not, as the set of
questions will differ for each group, with some questions being similar. This will be
followed by ascertaining if the IAF has actually implemented the QAIP processes in

place.

The first group are those persons working in IAFs that have a QAIP in place. This is
followed by a question to determine if the AGSA places reliance on their work.
Questions are posed to determine interviewees’ views of what they consider indicators
of IAE are and to ascertain if these indicators highlighted by literature is included in
their internal assessment and EQAR. Further questions are posed on when they last
conducted an internal assessment and an EQAR, the outcome thereof, what they
thought attributed to the outcome and whether the results have been communicated to

the AC.

Regarding a tool, questions are directed to determining if they have quality assurance
tools and techniques in place to assess the IAF against the IIA Standards and IAE
indicators, and whether these tools automatically generate a simulated result. The next
question is to ask if their existing quality assurance tools are effective and prepare them
adequately for the actual EQAR, and if using an automated quality assurance self-
assessment tool will prepare them better for the EQAR. Last, but certainly a very
important question focuses on their suggestions on what functionalities would enhance
a QASP tool that would simplify and facilitate the implementation of quality assurance

activities.
The second group consists of those persons working in IAFs that do not have a QAIP

in place. The questions posed to the purposively selected audience focuses on the

reasons for not having a QAIP in place and would having one in place improve internal
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audit quality. Other questions zoom into whether their IAF is effective and their view
on what constitutes IAE indicators. Then importantly a question on whether or not the
development of a Microsoft Excel automated QASP tool will help internal audit
improve its effectiveness and quality and what functionalities in their view would

simplify the implementation of quality assurance activities.

The quality of internal audit is imperative to help an organisation improve its overall risk
management, controls and governance processes (IIA, 2016b). For this to happen
internal audit needs to be effective in the discharge of its responsibilities. The only way
the IAF can ascertain this, is if it conducts some form of a self-assessment on the
performance of the IAF as a whole, which is proposed by Standard 1300, requiring the
head of internal audit to develop and implement a quality assurance improvement
programme (I1A, 2016a). Thus making use of qualitative attributes to gain an in-depth
understanding on the viability to develop a practical QASP tool aimed at helping
internal audit identify its shortcomings and improving its quality and effectiveness
within national government departments in SA. A quality assurance self-assessment tool
that is formula-driven and scoring enabled allows for a rating and quantification of a
final result, thus providing an analysis of current situation with improvement

suggestions to enhance the status quo (Jorgensen et al., 2003).

2.4  Framework(s) for interpreting research findings

Applying a qualitative research method using semi-structured interviews to ascertain the
target audience’s view and or experiences of the need to conduct quality assurance self-
assessments on their services offered and how embarking on this process will contribute
to the effectiveness of IAFs within the public sector. Further, ascertaining through this
mechanism what participants perceive as indicators contributing to IAE. The results will

be analysed to derive findings that either support or disprove my research question(s).

The IIA Standard 1300 (IIA, 2016a) requires the head of internal audit to develop and
maintain a QAIP that assesses the function’s activities against the IPPF (IIA, 2016d). In
earlier years an external assessment was required to be conducted at a minimum once
every three years, however was later revised to once in every five years (IIA, 2016e). The

purpose of the QAIP is to measure internal audit's level of conformance to the IPPF
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(2016d) (IIA, 2016f) and add value to an organisation’s operations (Marais, 2004).
However, constructing an instrument that will enable the measurement of internal
audit's conformance to the IPPF (Kasim & Hanafi, 2012) will prove more effective and
useful for IAFs. The aforesaid has been cemented in the IIA Quality Assessment
Manual (2016) that not only encourages heads of internal audit to develop their own
QAIP, but provides a framework to perform such an assessment. However this
framework lacks a structured formula driven rating scale that enables internal audit to

perform a self-assessment (IIA, 2016f) on its effectiveness and compliance with the ITA

Standards (2016a).

Improving the quality of internal audit's level of setvices to the organisation (Marais,
2004) by measuring its level of conformance to the IPPF (Kasim & Hanafi, 2012) is the
primary objective. However, the existing framework suggested by the IIA's Quality
Assessment Manual (2016) does not provide for a scientific process to arrive at an
assessment scale result of Generally Conforms, Partially Conforms and Does Not
Conform, which is why there is a need to develop an automated self-assessment tool.
Like most professional guidance, it provides a framework within which to work;
however the “how” to implement the framework in practice is not clearly documented,
which is usually what public sector practitioners struggle with (Vidhya, 2017). It is for
this reason that the development of an automated Microsoft Excel tool with rating
scales that are premised on the IIA’s Quality Assessment Manual (2016) and that will
enable public sector internal auditors to efficiently and effectively conduct a quality
assurance self-assessment is paramount. This will put them in a position to not only
identify their weaknesses for further and continuous improvement in preparation for

the EQAR, but also quantify it (Kasim & Hanafi, 2012).

Further advantages of the practical QASP tool is that it focuses ultimately on adding
value to the organisation and provides opportunities for further improvement (IIA,
2016g) through the recommendations emanating from the tool. This tool will not only
assesses internal audit’s achievement of their own objectives, but that of the
organisation’s as well (IIA, 2012m). Although many IAFs will opt to conduct a self-
assessment with independent wvalidation (IIA, 2016h), these mostly focus on
conformance to the IIA Standards as the final goal of performance, rather than

increased focus placed on achieving efficiencies and effectiveness (Pitt, 2014). Pitt
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(2014) further emphasises the importance of basing quality (i.e. outputs and outcomes
of planned goals) on stakeholder expectations and value adding services, which she
labelled in her book as demand-based drivers of quality as opposed to conformance
drivers (i.e. conformance to the ITA Standards). This is a very important statement, as
this goes beyond mere conformance, which in itself is fundamental to ascertaining
internal audit weaknesses. Internal audit cannot be perfunctory in their duties, as this
will render them irrelevant and ineffective in propelling the organisation toward
achievement of their goals, and as a result their mandate. A number of challenges
pertaining to present quality assurance mechanisms exist, including that most of the
instruments on quality assurance limits quantification of quality assessments and does
not include the entire IPPF in the assessment criteria (Kasim & Hanafi, 2014), as well as
criteria on efficiencies and effectiveness (Pitt, 2012). Furthermore, many public sector
IAFs are small in size and have extremely limited resources, resulting in them not being
able to afford the services of an external quality assurance assessor, increasing the

likelihood of them not being externally reviewed (Marais, 2004).

The AGSA applies the ISA 610 when assessing whether or not to use the work of
internal audit (IAASB, 2014). All the criteria in the ISA 610 Standard are also assessed in
the IIA’s Quality Assessment Manual (2016) that is suggested as a tool for internal
auditors to use in assessing their conformance to the IPPF (2016d). However, recent
research by Mbewu and Barac (2017) revealed that most IAFs at a local government
level do not conduct quality assurance assessments. This is a missed opportunity, as
results that emanate from such assessments could be used to explain shortcomings and
substantiate the need for management support, whether in the form of resources,
developmental initiatives or just their cooperation that would empower internal audit to

provide augmented and value added services.

The IKUTU (2014) report alludes to the need for IAFs to develop and implement a
quality improvement and innovation plan that ought to be closely monitored by the AC.
AGSA audit outcome reports are another report that can be used to inform the status of
South African government departments’ IAFs. Using a recent audit report drafted by
the AGSA (2019a), a couple of examples pertaining to national departments’ audit
outcomes can be used as indicators to ascertain IAE and quality from the perspective of

the organisation’s level of goal attainment. The present state of government services are
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poor and appears to be regressing, as can be seen by the results presented by the AGSA
on departments’ performance information where only 33% of departments produced
quality performance reports in the 2018/19 financial year compared to 47% in 2014/15
(AGSA, 2019a). To add salt to the wound, one of the biggest government departments
in SA attained 67% of their planned targets for education infrastructure development;
however 94% of the allocated budget was spent (AGSA, 2019a). With such results, can
one say that the department is achieving its objectives as set out if only two-thirds of its

deliverables are met, with allocated funding almost depleted.

If internal audit is risk-focused and are there to assist management attain its objectives
(ITA, 2016b), the question arises as to why the department attained this poor result,
although it has an IAF. This means that internal audit has not been as effective as they
could be in terms of their definition (IIA, 2016b). If quality aims to measutre
performance (Al-Amri et al., 2015), it means that quality is increased with higher levels
of goal attainment and that if a department is not attaining 100% or close enough to
their planned deliverables, that internal audit’s contributions are not sufficiently
effective. This could be due to a number of reasons such as insufficient resources
(IKUTU & Treasury, 2014) and lack of competencies (National Treasury, 2018);
however in order to ascertain this, internal audit needs to conduct a systematic

evaluation of its own operations as required by Standard 1300 of the IIA Standards

(ITA, 2016a).

Developing a practical QASP tool has many benefits to the practice of internal audit, as
it could entrench the concept of continuous improvement into internal audit's operating
culture and quality processes that extends beyond conformance with the IPPF (2016d)
(ITA, 2016f). By building in a measurement scale into present literature allows for a
quantifiable self-assessment, of which the results can be monitored and used as the AC's
assessment of the quality delivered by internal audit (Kasim and Hanafi (2012).
Although Marais’ (2004) research is dated, it still holds true that another advantage is
that a self-assessment particularly for small audit shops is cost beneficial, as less time will

be spent by external validators to conduct their independent validations.

The interpretative framework for this study is the IIA Quality Assurance Manual (2016)

that underpins the proposed practical QASP tool. The following assessment criteria or
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statements are eminent from this manual and form the basis for the development of the

said tool. Figure 1 hereunder outlines the said interpretive framework:

Interpretive Framework

:Sub-category

‘Brief Description

Motivation

1 iInternal Audit Governance
[1AG])

|&47 Charter (1000]

Independence and Objectivity [ 1100)

Cuality Azzurance and Improvernent
Prograrnrme [CAIF) (1300)

Definition aof Internal Auditing

Code of Ethics

Leading practices and potential opportunities

for improvernent

This area focuses keenly on the averall

governance practices exercized by the |44

This category iz impartant, as it
azzeszes the underlving
fundamental governance aspects
that informs internal audit's existence
and unigueness and itz level of

conformance to the Il& Standards

2 iInternal Audit Staff [1AS)

Proficiency (1210)

Due Professional Care [1220)

Leading practices and potential opportunities

for improvernent

Focus iz on the collective staffz cormpetency
and conducting tasks in accordance with |14
Standards

This category iz impartant, ag it
azzeszes the collective level of
internal auditors capabilities to be
abled to conduct their work

effectively

3 ilnternal Audit
Management [l AM)

Planning [2010)

Managing the Internal Audit Acttivity [2000)

Communication [2400) and

Communicating the Acceptance of Risks [2600)

Mature of ‘whork [2100)

Successful practices and potential

opportunities Far improvernent

Thiz area focuses on planning, managing the

|44 and reporting to key stakeholders

Thi=z category i= important for
azzeszing how well an A4 is run to

support the organisation's atrategy

4 iInternal Audit Process
[1AMP]

Agzzurance and Conzulting Engagements Files

Assurance Engagements (2200, 2300, 2400,
2500, 2600

Conzulting Engagements 2200, 2400, 2500)

Leading practices and patential oppartunities

for improvement

Thiz area focuses on implementing the

azsurance and conzsulting services

Thiz category iz important, az it
azzesses and considers the
implernentation of assurance ar
consulting engagerments in ling with
the |14 Standards

Keu

A48 Internal Audit Activity

Figure 1: Interpretive Framework (IIA, 2016¢)

2.5

2.5.1

Summary and conclusion

Summary of literature reviewed

To sum up this literature review, it is evident that not much research has been

conducted on adequate practical quality self-assessment preparation tools that will aid

and capacitate IAFs to conduct a quality assurance self-assessment in preparation for

the once in every five years external review (IIA, 2016a). Despite a number of research

studies conducted on IAE indicators, not much emphasis was placed on unpacking the

practical implementation of the quality aspect of internal audit, which inherently covers

and assesses most of the IAE factors (George et al., 2015). The IIA has created a

Quality Assessment Manual (2016) that includes a set of criteria based on the IPPF

(2016d) against which internal audit operations and auditors are assessed. This provides
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an adequate basis for the proposed practical self-assessment tool for quality assurance.
The IAE indicator on management support however requires more emphasis through
the design of explicit assessment criteria, as assessing this will add value to the quality of

internal audit.

The literature review has further revealed that South African public sector organisations,
in particular national departments lack in the area of implementing quality improvement
programmes and require assistance herewith IKUTU & Treasury, 2014). Hence, this
need highlighted by the IKUTU and Treasury (2014) report will likely be addressed
through the development of the proposed practical QASP tool. In order to develop the
said proposed tool, a qualitative approach will be followed to be able to obtain the in-
depth professional experiences of those in practice and the present challenges they are

facing, which will provide rich data to adequately inform this study.

2.5.2  Proposed research strategy, design, procedure and
methods arising from the literature reviewed

Based on prior research, it is therefore evident that both qualitative and quantitative
research strategies have been used previously to explore the notion of quality assurance
of IAFs. The aims of prior quantitative studies were to examine theories that are
objective by studying the association between variables, whereas the qualitative studies

aimed to answer the “why” questions.

Due to the fact that this study attempts to obtain more rich data from a purposive
sample of research participants or interviewees, a qualitative strategy and design will be
followed using semi-structured interviews. Data collected will be analysed qualitatively
using thematic analysis (Creswell & Creswell, 2018). This will in turn further inform and

enhance the proposed practical quality assurance self-assessment preparation tool.
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3 RESEARCH STRATEGY, DESIGN, PROCEDURE
AND METHODS

In Section 1.2.3, two questions that this research report intend to answer were posed—
that is, “‘What factors or indicators contribute to internal audit effectiveness (IAE)?” and
‘What quality assurance tool will aid internal audit in adequately assessing its
effectiveness and conformance to the ITA Standards?’ A literature review has since been
conducted and an interpretative as well as conceptual framework developed that will
guide the choices of techniques to be used. This chapter identifies and describes the
research approach, design as well as procedure and methods that were employed in this
research to collect, process, and analyse empirical evidence. Broadly, it has three
objectives; namely, to identify and describe the research strategy (Section 3.1), the
research design (Section 3.2), as well as the procedure and methods (Section 3.3). The
chapter also describes the reliability and validity measures (Section 3.4) that this research
applies to make it credible as well as the technical and administrative limitations of the

choices we make (Section 3.5).

3.1  Research strategy

Research strategy refers to the manner in which a research study is carried out (Leavy,
2017) and involves the process of developing a research structure and procedures
(Creswell & Creswell, 2018). The most common research strategies include quantitative,
qualitative and mixed methods (Creswell & Creswell, 2018), which is a combination of

the first two.

A qualitative strategy was adopted, as this study entails ascertaining and understanding
the challenges (Creswell & Creswell, 2018) pertaining to implementing the IIA’s Quality
Assessment Manual (2016) in order to propose an easily accessible and practical
automated-driven quality assurance tool that will allow IAFs to conform to the IIA
Standards (2016a) and its related mandatory guidance. The objective is not just to
identify and understand the challenges, but to develop a feasible solution by means of a
tool that will allow the assessment of operational quality by building the necessary

knowledge (Creswell & Creswell, 2018) that will unpin this process.

45



This study adopted a research approach similar to the research conducted by De Smet
and Mention (2011) on “Improving auditor effectiveness in assessing KYC/AML
practices Case study in a Luxembourgish context” where they have applied a qualitative
strategy consisting of a mix of designs. The objective of the study was to propose an
internal control assessment tool in the form of a template consisting of a checklist used
to assess compliance to a set of standards (De Smet & Mention, 2011). The qualitative
strategy committed to by De Smet and Mention (2011) was appropriate to their study, as
it allowed for the identification and in-depth study of the issues experienced. It further
promoted a cooperative approach for a study that was complex in nature due to the
many interdependencies related to other aspects (De Smet & Mention, 2011). Applying
a similar strategy to this study, enabled the identification, the reasons and understanding
of why things are going wrong with the aim to design a tool that will address the

shortcomings.

3.2  Research design

Research design refers to the methods of inquiry that will be employed and provide
direction in addressing the main problem that the study plans to pursue (Creswell &
Creswell, 2018). The manner in which a researcher collects data forms the premise of a
research design. These types of inquiries stems from the research strategy approaches
related to qualitative, quantitative and mixed methods and includes five prominent
research designs including experimental designs (quasi-experiment), cross-sectional

design, comparative design, case study design and longitudinal design (Bryman, 2012).

Premised on the literature reviewed, this study adopted a case study design utilising
interviews that allows people to share their real life experiences (Leavy, 2017) from what
works to that which does not work, allowing them to articulate their understanding of
the challenges and potential solutions. This design was used to encourage in-depth
engagement and conversations allowing participants to provide their professional views
(Bryman, 2012). The participants all represent different “cases” within the South African

public sector, specifically at national department level.
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Cargeor (2017) who conducted research on “An Assessment of the Factors Influencing
Internal Audit Effectiveness in the Public Sector” has applied both the questionnaire
and the interview design since she used a mixed method research strategy, of which the
latter design was used in this study to gather information. She further used the
University of Liberia as a case study to investigate IAE, as this allows for a detailed
account of and analysis of the experiences of participants (Bryman, 2012). The
objectives of her research entailed ascertaining the indicators that influence the
effectiveness of internal audit (Cargeor, 2017). The design used by this study helped to
obtain information depth pertaining to real life scenarios (Cargeor, 2017) that could
answer the research questions under scrutiny. Hence, using the interview research
design aided in enhancing learnings about and understanding the real life on the ground
experiences and its weaknesses and by this means generate rich data toward finding

adequate direct solutions to augment this study.

3.3  Research procedure and methods

This section documents the procedures and the methods employed in proposing an
internal audit quality assurance self-assessment tool that will help internal audit measure
and improve IAE in South African national government departments and to collect,
collate, process, and analyse empirical evidence. This section provides the following
information: the data and information collection instruments (Section 3.3.1), the target
population and sampling of respondents (Section 3.3.2), the ethical considerations
during the research process (Section 3.3.3), the data and information collection process
and storage (Section 3.3.4), the data and information processing and analysis (Section
3.3.5) as well as the background description of the respondents who provided empirical

evidence for this research study (Section 3.3.6).

3.3.1  Research data and information collection instrument(s)

A research instrument is a mechanism used to gather data for a particular cause (Leavy,
2017) and include amongst others an interview schedule and observation schedule.
Based on the literature reviewed and in the interest of proposing and developing a tool
that will contribute to identifying and seeking to understand the present challenges

pertaining to the levels of IAE, the most appropriate research instrument is a semi-
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structured interview schedule. The present enabler is that there is an existing framework
with criteria (ITA, 2016¢) for the tool; however limited. In-depth information is required
to facilitate the process of developing a tool that would be allow for its effective
implementation. The current challenge is that it is not automated to the point that it
produces a final outcome clearly highlighting the key issues for further action.
Furthermore, public sector IAFs within the South African context does not only have
resource shortages (National Treasury, 2018), but also lacks competent internal auditors,
particularly those with specialised skills IKUTU & Treasury, 2014). The existing
framework as it stands does not enable internal auditors who lack the quality assurance
specialised skill to easily conduct the assessment and this is the gap that this study aims
to fill.

There are various types of interviews as per Leavy (2017) that can be used to generate
data, such as unstructured, fully structured to semi-structured, of which the latter will be
used in this study. Semi-structured interviews were conducted using a mix of face-to-
face and online platforms, but mostly the latter since this study was done during the
COVID-19 pandemic and priority was to ensure the safety and comfortability of all
interviewees. A semi-structured interview schedule permitted flexibility to be able to
probe further based on the shared experiences of the interviewees allows for in-depth
questioning (Bryman, 2012) to further unearth valuable insights that could generate rich

data.

De Smet and Mention (2010) used a semi-structured interview schedule as one of three
methods to collect data and information on a case study in the Luxembourgish context
relating to improving IAE through the assessment of set criteria. The objective of the
research was to design an internal control assessment mechanism to evaluate
compliance to a set of criteria on knowing your customer and anti-money laundering
(De Smet & Mention, 2011). The rationale behind selecting this strategy was that it
would provide a sound foundation for the validity of the designed tool and would aid in
the identification and in-depth discussion and unpacking of the real issues. This research
design benefited this study from the standpoint of identifying and understanding the
underlying causes behind the challenges faced by public sector IAFs, which could help
in informing the development of a fit-for-purpose self-assessment tool that could

facilitate IAFs process improvement. The questions posed to interviewees were based
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on the ITA Quality Assessment Manual (2016), the IIA Standards (2016a) and the
various literature reviewed pertaining to IAE indicators. The interview schedules were
split into two groupings of professionals, those whose departments have quality
assurance processes in place and the ones who do not. The detailed interview schedules

have been appended to this study as Appendix 1.1.

3.3.2 Research target population and selection of respondents

3.3.2.1 Research target population

A target population is known as the total group of units from which a sample is selected
(Leavy, 2017). The main target audience for this study is national government
departments IAFs, as this study focused on contributing to the effectiveness of public
sector internal auditors within SA. There were two (2) sets of interview questions with
eight participants, the one set consisting of four (4) participants is be based on those
national departments IAFs that have quality assurance programmes in place and the
other set of four participants is based on those who do not have this programme in
place. This way leading practices, challenges and their experiences could be ascertained.
Quality assurance is mainly performed at senior levels within the IAF, as comprehensive
experience is required to implement and assess quality measures, hence middle to senior

management were interviewed as part of gathering valuable insights.

Kasim and Hanafr’s (2012) research involved CAEs’ and internal auditors similar to the
target audience for this study. Their research was also similar to this study as it focused
on a reliable instrument to assess internal audit quality in the Malaysia context. The
objective of their research was to develop a quality instrument that could quantitatively
measure internal audit’s quality that will be able to quantify its level of conformance to
the IPPF (Kasim & Hanafi, 2012). The target group selected by the researchers (Kasim
& Hanafi, 2012) was based on the audience sharing their experiences and issues they are
faced with in practice that are valuable and that will enable the enhancement of the
quality measuring instrument. The approach used by Kasim and Hanafi (2012) benefited
this study since the target audience was in a position to give valuable insights

contributing to the development of a tool that is based on past experiences.
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3.3.2.2 Sampling or selecting respondents from the target population

Sampling according to Leavy (2017) is the process of selecting a subset of elements
from a specific population that are representative of that population. This study used a
qualitative approach, which means that sampling relating to this approach was used,
such as purposive sampling, which involves rationally seeking out the best cases and
people in specific positions in relation to the topic to be able to yield the best and rich
data. There are other purposive sampling techniques such as homogenous sampling,
snowball sampling and instrumental-use multiple case sampling to mention a few. For
purposes of this study, a purposive sampling strategy was applied so that the people
sampled are best placed and in a position to provide first-hand rich data that will allow
for an in-depth understanding of the research topic in order to propose a quality

assurance self-assessment preparation tool.

Research by Cargeor (2017) used purposive sampling in assessing factors influencing
IAE within government, in order to ascertain and analyse indicators affecting the
effectiveness of internal audit in a Liberia context. This sampling technique selected was
to gain an in-depth understanding of targeted people’s experiences and to allow for an
environment for them to share their issues and best practices (Cargeor, 2017). This
further aid in obtaining contextual complex descriptions (Cargeor, 2017) that otherwise
would not be possible without following a purposive sampling technique. Similar to the
aforementioned research, this study seeks to identify and understand the quality
processes together with the challenges and then to propose a practical solution that will
facilitate the capacitation and efficient implementation of quality assurance self-
assessments. The potential participants for this study are senior internal auditors in eight
(8) national government departments in SA representing 20%(i.e. 8 out of 41 national
government departments) of the population and that have extensive experience in

internal audit and quality assurance processes.

3.3.3  Ethical considerations when collecting research data

Ethics means honesty, integrity, morality, and impartiality according to Leavy (2017).
Ethics is a pivotal element of any research making it important to anticipate any ethical
dilemmas that may arise during the study so that these are quickly and adequately

addressed (Creswell & Creswell, 2018). The aim of course is to enhance trust, promote
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integrity, guard against impropriety and more importantly to protect these participants
since obtaining research data involves people and their shared experiences (Creswell &

Creswell, 2018).

As an internal auditor by profession that has also worked as an external auditor and in
roles that provided oversight to other departments, this research study in particular is to
find ways and techniques to augment IAFs effectiveness with the ultimate aim of
moving them toward optimal value creators. For further details, refer to Appendix 2.1.
This study aimed to identify existing challenges and those processes that work and that
ultimately contributes to and augment internal audit quality. In order to achieve the
afore-stated, it is a primary responsibility of the researcher to ensure the protection of
participants and the information entrusted. Research participants were assured that no
harm, physically or developmentally will befall them in any way through this study that
will cause them stress or drive them to a point of self-esteem issues. Informed written
consent was obtained from all participants in this study, and in order to protect
participants, all interviews were recorded with consent and stored in accordance with
Wits University’s data protocol. A written consent form accompanied by a participation
information sheet was provided to all participants for their completion that explained
any potential risks and advantages associated with their participation in the study and it
acknowledged that the rights of participants will be protected and their personal
information kept confidential and not revealed. By participating in this study, all
participants agreed to doing so freely and voluntary. The outline of these documents is

included under the Appendices.

3.3.4  Research data and information collection process

Research data collection refers to the strategies employed to gather data (Leavy, 2017)
and entails setting parameters for the research through the process of recruitment and
or sampling (Creswell & Creswell, 2018). Data collection methods for research includes
ethnography, focus group discussion, interviews (face-to-face, telephonic, internet-
based) and should be unobtrusive (Leavy, 2017). This study applied the interview
method using the semi-structured interview technique, since this study seeks to
understand the indicators determining IAE, as well as considerations for the

implementation of quality assurance processes by IAFs in national departments in SA.
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A study by De Smet and Mention (2010) adopted the semi-structured interview method
when conducting their research on improving IAE through the assessment of knowing
your customer (KYC) and anti-money laundering (AML). The aim of the study focused
on developing an internal control assessment model to assess compliance with KYC and
AML criteria (De Smet & Mention, 2011). The rationale for applying this data collection
method is that it will strengthen the validity and refine the model being developed (De
Smet & Mention, 2011) making it fit-for-purpose, which is what this study aimed to
achieve to ensure that IAFs are capacitated through the development of a refined and
easy to use tool. The data emanating from this study will be stored in locked folders in
cloud-based facilities namely the Google Drive for safekeeping for seven (7) years to
ensure the information provided by participants are respected and confidentiality strictly

safeguarded. The link to this Drive can be found under Appendix 3.1.

3.3.5 Research data and information processing and analysis

3.3.5.1 Research data and information processing

Research data processing is described by Creswell and Creswell (2018) as peeling back
layers of an onion through segmenting data and reassembling it. Data coding is
prevalent in qualitative research and entails allocating a phrase or word that best
explains that subset of data, capturing the quintessence of the data subset (Leavy, 2017)
allowing for thematic analysis of data and this process was applied in this study to
identify the most important key elements per interview question. Transcribing data is a
process of organising and preparing data for analysis, and involves typing up field notes,
arrangement of data in groups, scanning and cataloguing visual material (Creswell &
Creswell, 2018). This process leads to thematic analysis where data is grouped into
themes that best describe each of the data subsets (Creswell & Creswell, 2018) and was
used in this study to ensure that themes are applied in order to extract critical
information that answers the research purpose and questions, thus enhancing the study.
Cargeor (2017) applied these information and data processes in her research on

assessing factors influencing the effectiveness of internal audit within government.
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3.3.5.2 Research data and information analysis

Data analysis is the process of determining one’s findings (Leavy, 2017) and in terms of
the qualitative approach involves methods of categorisation and themes whereby data is
organised according to similar characteristics and building patterns (Creswell &
Creswell, 2018). For purposes of this study a thematic analysis was applied where data
with similar features was categorised together to build key themes, as this will help with

categorising the open-ended questions emanating from the interview schedule.

Motubatse, Barac and Odendaal’s (2015) research applied thematic analysis to categorise
data into themes and sub-themes. Their research and its objective intended to identify
the challenges experienced by IAFs in the public sector as perceived by their role players
(Motubatse, Barac, & Odendaal, 2015). They adopted a qualitative approach and used
semi-structured interview to collect their information which then needed to be coded
into themes and sub-themes to be able to allocate short phrases to summarise a big part
of recorded information (Motubatse et al., 2015). This allowed the researchers to take
into account the entire text and they were able to draw parallels between the varying
views of participants. This form of data analysis will help this study in ascertaining an in-
depth understanding of the current state of affairs of the quality assurance processes

within government together with identifying mechanisms to measure IAE.

3.3.6  Description of the research respondents

Administering quality assurance processes requires the capability of very experienced
and qualified senior internal auditors. It is for this reason that internal auditors at middle
to senior management levels within national government departments in SA, will be
considered as participants in this study. These participants have a minimum of five
years’ experience in internal audit and currently work or have worked in a quality
assurance capacity. Since two sets of interview questions were used, the one set directed
at departmental IAFs that has a QAIP in place and those that do not. In light of the
confidential and sensitive nature of the information collected, all participants and the
organisation they work for remain anonymous and identified through the allocation of a

unique code.
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3.4 Research strengths—reliability and  validity
measures applied

Reliability from a qualitative perspective refers to the consistency applied across various
researchers and amongst activities, whereas validity involves applying certain procedures
that denotes the level of accuracy of all key parties to the research’s version of accounts
(Creswell & Creswell, 2018). This is a very important aspect as it is an indicator of the
credibility of the content captured by the researcher in that it is a truthful account
(Creswell & Creswell, 2018) of those interviewed or providing their views. With research
reliability researchers’ strive to document in detail and as many procedural steps they

have followed in collecting information (Creswell & Creswell, 2018).

The research conducted by Soh and Martinov-Bennie (2011) on the perceptions of
internal audit roles, effectiveness and evaluation obtained reliability through email
confirmation of the interview summary for participants’ approval. The objective of their
study was to gather insights on the existing roles of the IAF including the indicators
required to enhance the functions’ effectiveness (Soh & Martinov-Bennie, 2011). The
reliability measure was reflected in this research whereby a number of findings was
consistent across other researchers’ prior research conducted in similar areas (Soh &
Martinov-Bennie, 2011), this further enhances data reliability; which is what this study

strives to achieve.

The validity of research is an imperative to ensuring that the information collected is an
accurate account (Creswell & Creswell, 2018) of participants experience and or views.
There are various ways to validate research using a qualitative approach, which includes
ensuring its dependability, credibility, transferability and confirmability. Dependability,
which is similar to reliability, refers to the consistency of findings being applied at other
times (Bryman, 2012) and across peers; with credibility (internal validity) referring to the
level of authenticity of the findings (Bryman, 2012). This study built a level of
trustworthiness and dependability with participants by documenting in detail the
procedures and interview responses in a systematic manner, and sharing and confirming
the transcribed interpretation of each participant’s account post the interview, but prior
to research conclusion. In addition, the categorisation of the information into themes
was verified by the supervisor. Eight (8) one-hour semi-structured interviews were

conducted to ensure a comprehensive discussion and the extraction of rich data in order
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to achieve a level of credibility relevant to the topic researched and to strive toward data
saturation. The third form of validation being transferability (external validity) denotes
whether the research findings can be applied to other settings, and confirmability
(equivalent to objectivity) refers to the level of the researcher’s values impeding the
study (Bryman, 2012). To ensure these aspects were built into and applied to the study a
detailed account of the environmental and background information supporting the
participants’ experience and views were kept and a senior academic in the research arena
reviewed the findings in order to avoid researcher biasness in analysing and interpreting

the data collected.

De Smet and Mention’s (2011) research on improving the effectiveness of internal audit
through the assessment of KYC and AML practices has applied validity measures
similar to that intended by this study, by confirming the documented results with
participants. The objective of their research was to develop a compliance assessment
instrument that can act as a control system. The reason for using this validity approach
is that it is helpful in obtaining feedback from participants and the benefit derived from
it is that it assisted with stimulating debate and interrogation of information toward
finality. This approach will aid this study in ensuring that the results, recommendation
and conclusions are based on collected information that reflects the views and

experiences of participants.

3.5 Research weaknesses—technical and
administrative limitations

Limitations are inherent in any research study. A number of limitations have been
noted, particularly pertaining to the prevailing conditions facing the world at present,
which is the COVID-19 and that has been declared a pandemic earlier in 2020 by the
World Health Organisation (WHO, 2020).

The first limitation relates to the research instrument being the semi-structured
interview, as probing questions may lead to inconsistent questions being asked across
participants and could impact the reliability of data. The second related to the data
collected, as it could be biased based on individual preferences and personal, rather than

professional views, which could have an impact on representivity of the collective data
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obtained. In addition, the study only included a purposive sample of participants and
therefore the results cannot necessarily be generalised to the entire population of IAFs
in the South African public sector. Furthermore, this study does not test the
effectiveness of the proposed QASP tool, as this study is only limited to the
development of this tool to capacitate public sector internal auditors within SA. Despite
this study being limited to the views and experiences of senior internal auditors in
national government departments in SA, the proposed quality assurance tool is not
limited only to this sphere of government, as the said tool allows for adaptability to any

environment.

Other limitations involved situations beyond the control of the researcher, since
COVID-19, which is a deadly virus came into existence and wreaked havoc (Harding,
2020). This has had a major impact on peoples’ social and work lives, to the point of
restricting movement and social activity resulting in it being regulated (Harding, 2020) to
avoid the spread of this virus in the interest of protecting lives (Claridge, 2020). A
national and even to some extent global limitation has been put on human social
interactions to an extent where social distancing and dealings on both a personal and
professional level have been limited. This has resulted in social interactions being limited
to telephonic, email and online (social media for personal interactions, and for work
purposes emails, video and audio meetings being held on Zoom, and Microsoft Teams
to mention some) communication platforms that has become the norm and safest
manner of interaction. Based on the aforesaid, this entailed that the semi-structured
interviews were conducted virtually either via Zoom or Microsoft Teams, which ever
best suited the participant. This in itself is a limitation in that the non-verbal cues
(examples include body language, expressions, voice nuances, etc.) of an individual was
not possible to observe that gives an indication of the importance or authenticity of the

responses to question(s).
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4 PRESENTATION OF RESEARCH RESULTS

The purpose of this study is to propose and develop a tool that will capacitate IAFs in
the public sector within South Africa to be in a position to conduct their own self-
assessments on the quality of the services they provide and its effectiveness (IIA,
2016a). The ITIA Standards requires internal audit to add value and help an organisation
achieve its objectives by evaluating and improving its risk management, governance and
control processes (IIA, 2016b). However, many government departments IAFs are not
performing optimally (Erasmus & Fourie, 2014) and are unable to assess the value
added and their effectiveness for further improvement (Mbewu & Barac, 2017). Hence,
the need for a practical self-assessment quality tool that will enable internal audit to

assess their contribution to the achievement of an organisation's objectives.

The results of the qualitative analysis on proposing a QASP tool to aid in improving
conformance to the IITA Standards and IAE of IAFs in South African national
departments are presented hereunder. An analysis and understanding of what factors
constitute IAE indicators were firstly explored and compared to the IIA’s Quality
Assessment Manual (2016) for the IAF. A detailed discussion ensued on the need for a
practical QASP tool has been outlined below together with the findings identified. The
implications have further been unpacked into themes to ascertain the extent of the

effect it could have on IAFs and indirectly the organisations being audited.

A thematic analysis was conducted on the data collected and four (4) key themes
emerged from the data. These themes and related sub-themes are:
1) Theme 1: Internal audit effectiveness
2) Theme 2: Internal assessments
3) Theme 3: Quality Assurance Self-Assessment Preparation (QASP) tool:
a. Activities contributing to EQAR outcomes
b. Reasons for not implementing a QAIP
c. Benefits of a QAIP
d. Usefulness of a QAIP self-assessment tool

4) Theme 4: External audit’s reliance on internal audit work
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Two (2) sets of interview schedules were developed, one (1) for South African national
government departments that have a QAIP and another for those national departments
that do not have QAIP systems or processes in place. The research data was obtained
using semi-structured interviews through Microsoft Teams or Zoom, with exception of
two (2) interviews that were conducted face-to-face. The means of using online
platforms to conduct interviews came at a time during the COVID-19 pandemic where
social distancing, mask wearing and frequent sanitising were the order of the day, hence

the safer option was to conduct interviews remotely.

For purposes of the presentation of results, the views of participants with a QAIP are
firstly provided, followed by the views of participants without a QAIP. The summary of
the key findings of each theme is presented in the next section under discussion of

research findings.

4.1 Profiling

Eight (8) participants from IAFs within the South African national government
departments were interviewed. These participants were numbered one (1) through to
eight (8). Four (4) of the eight (8) participants are from departments that have a QAIP
system or processes in place, with the other four (4) participants from national
departments that have extremely limited to no quality assurance processes in place.
These participants were intentionally identified and selected based on their internal audit
related experience and direct role in implementing the quality assurance processes within
their IAFs’, and where no or limited QAIP processes exist, the CAEs were interviewed
to obtain an understanding of their overall and specific challenges for not implementing

such processes. A summary analysis and breakdown of participant profiles are outlined

in Table 1 below:
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Table 1: Participant profile analysis

PROFILING

PARTICIPANT PROFILES PARTICIPANTS
1, Participants (P) whose IAFs have a QAIP in place P1, P2, P3 and P4 = 4 interviews

JYH P1 is 2 Manager for Quality Assurance and Compliance Audits with 12 years of intemal auit related experence.

IR P2 i a Director for Performance & IT Audit and has 13 vears related internal audit experience.

I P3 15 a Director for Internal Audit with 16 vears of expenence in internal audit.

gl P4 is Head of Internal Audit [Chief Audit Executive (CAE)] with 12 vears internal audit related experience and
P5, P6, P7 and P8 = 4 interviews
4l P is a Director for Internal Audit and Risk Management and is the CAE for his/her department with 16 years

2. Participants whose IAFs do not have a QAIP in place

il PG is 2 CAE at a Deputy Director level for Internal Audit with 16 years related experience.

IR P7 15 2 CAE at a Director level for Internal Audit with more than 25 years of related intemal audit experience.

I3 PO is 2 CAE with internal audit related experience totalling 19 years.

Total interviews ‘8 interviews

4.2 What factors or indicators contribute to internal
audit effectiveness (IAE)?

For internal audit to be effective, they have to assist the organisation whom they audit,
to achieve their objectives through their risk-based auditing and value-adding services
that seeks to enhance organisational operations (IIA, 2016b). In order to achieve this,
knowing what makes internal audit effective is imperative and the indicators that
contribute to this effectiveness. These indicators will direct what criteria should be

included in the practical QASP tool against which IAFs are assessed.

4.2.1  Theme 1: Internal audit effectiveness
All TAFs strives to be effective and deliver quality services to its organisation; however,
it is imperative to know what factors contributes to IAE and to measure these
accordingly through internal and external assessments. Literature reviewed has revealed
that independence, competence, quality and management support are all indicators that
adds to IAE (George et al., 2015). This research further aims to propose a QASP tool to
facilitate the inclusion of these IAE indicators, so that IAFs’ are not only measured
against the IIA Standards (2016), but also against criteria that measures its effectiveness.
Each of the IAE indicators has a standard dedicated to it that emphasises how it should
be applied, Standards 1100 (Independence and Objectivity), 1210 (Proficiency) and 1300
(QAIP) (IIA, 2016a), except for the indicator on management support. This could
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partially be because this is not in the control of internal audit, but for this to be
adequately applied, some form of emphasis in the internal and external assessments
should be placed on it. Since management support is a factor of IAE, the criteria in the
ITA Quality Assessment Manual (2016) should reflect this to a point where the framing

of the criteria is able to unearth its impact and level of effectiveness.

4.21.1 IAFs with QAIP

All participants have indicated that the four (4) factors contributing to IAE
(independence, quality, competence and management support) are incorporated into
their quality assurance assessment criteria; with exception of one (1) participant stating
that only the management support factor was not adequately included in his/her criteria.
This participant stated that only assessment criteria within IAF’s control are adequately
included in their self-assessment tool, of which management support is beyond its
control. This is supported below by a quote from the participant:

“... everything that is in this quality assurance improvement program, I have control
over and I manage that. If I put something in this quality assurance improvement
program that I don't have control over, then I need to get to a point to say but I'm not
meeting that specific criteria that I set for myself, and therefore, it will have a negative

effect on our performance” (P4:p.22, 2020).

Participants were asked to provide additional factors contributing to IAE. One (1)
participant highlighted factors pertaining to “executive support” (P2:p.27, 2020), “the
quality of the internal audit function... and reliance from other assurance providers”
that add value and contributes to IAE (P2:p.28, 2020). One (1) participant mentioned
that “we're not consistent within government in terms of internal audit” (P4:p.23, 2020),
thus having “standardised methodologies”, software and working paper templates,
would help improve consistency and the quality produced by public sector IAFs’
(P4:p.24, 2020).

One (1) participant highlighted a very important aspect pertaining to the pooling of

specialised experts, where he/she suggested that IAFs could for example “pull resources

from experts in terms of IT auditors” (P4:p.27, 2020) from a central place such as an
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oversight institution, the National Treasury. He/she further expressed their
dissatisfaction for being the secretariat for the audit committee, ... the fact that internal
audit is responsible for the audit committee... is extremely time consuming... we are
spending so much time” (P4:p.29, 2020). Another participant highlighted that “the one
important thing is the timely reporting... on engagements, like the issuing of audit
reports on time” (P1:p.17, 2020) are one of the factors that will contribute to improving

TAE.

4.2.1.2 IAFs with no or limited QAIP

Participants highlighted a number of factors that contribute to IAE. Three (3)
participants indicated that “capacity” and “resources... I'm talking about people and
finances” is a factor that contributes to IAE, with one (1) of the participants stating that
they are only two staff members and this “... prevents them from meeting their goals
and objectives”. The other participant highlighted that “there is a gap in terms of one
layer of supervisory level” resulting in quality related issues (P8:p.5, 2020). One other
participant stated that “regular quality assessment reviews performed on internal audit
itself will assist a lot to improve the quality of internal audit work and the value which
internal audit is contributing to the department” (P8:p.7, 2020). Two (2) participants
mentioned that cooperation from senior management and the audit committee through
the “timely availability of documents from management” contributes to IAE (P7:p.5,
2020). Another participant highlighted that “specialization on various aspects will also
improve the quality of internal audit and the value of internal audit” such as “financial

review and performance audit” (P8:p.6, 2020).

Participants were further asked whether their IAFs are effective through the provision
of quality services to their auditees. Two (2) participants stated that their IAFs are
effective and provide quality services, as they “got support from management, actually
the accounting officer, and the audit committee” and “with the kind of relationships
that were built with management, they are able to approach internal audit with any ad hoc

assighment.
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4.3  What quality assurance tool will aid internal audit

in adequately assessing its effectiveness and conformance
to the ITA Standards?

According to Standard 1300 of the ITA Standards (2016a), internal audit must assess
their effectiveness and conformance to the IPPF (2016d). This process will allow
internal audit to identify and understand their strengths and more importantly their
weaknesses. The aim of this process is to ensure that internal audit is operating
efficiently and effectively to be able to provide value add services to its auditees (IIA,
2016a). Similar to how internal audit monitors its auditees implementation of audit
recommendations, so must internal audit quality shortcomings be monitored by the AC
(IKUTU & Treasury, 2014) to ensure that their services are of quality and contributes

positively to the organisation’s achievement of their objectives.

4.3.1 Theme 2: Internal assessments

Theme 3 refers to internal assessments which are a form of quality assurance where
internal audit evaluates its adherence to the IIA Standards and Code of Ethics (IIA,
20162) in the form of a self-assessment. Internal assessments are conducted more
frequently (that is periodically), and if implemented adequately, helps the IAF prepare
for the EQAR that takes place at least once every five years (IIA, 2016a; IKUTU &
Treasury, 2014; Public Protector, 2016). The assessment outcome culminates into a final
rating emanating from a three-tier rating model, with the highest rating being ‘Generally
conforms’, the second or middle rating ‘Partially conforms’, with the lowest rating being
‘Do not conform’. The importance of this theme is to ascertain if IAFs’ internal

assessment tools are adequate to prepare the IAF for the actual EQAR.

4.3.1.1 IAFs with a QAIP

Three (3) participants indicated that their last internal assessment was conducted two
years ago or less, with the fourth (4) participant having conducted theirs more than four
years ago. The main reason given by two (2) participants for the former, is due to the
COVID-19 pandemic that put SA under lock-down for most of the 2020 year.
Furthermore, two (2) participants confirmed that they achieved a 'Generally conforms'

rating for their last internal assessment, with another two (2) participants achieving a
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"Partially conforms' rating. This was attributed to amongst others, severe “resoutce
constraints” (P1:p.19, 2020) and “no dedicated person that’s responsible overall for QA
(quality assurance)” (P2:p.19, 2020).

Three (3) participants indicated that their internal assessment results are communicated
to both the AC and senior management, with the exception of one (1) participant
communicating results only to the AC, this to avoid management finding added fault
with internal audit. Another participant added that his/her internal assessment is “linked
to his/her performance agreement” (P4:p.5, 2020). Two (2) patticipants stated that
although their internal assessment differs somewhat from their EQAR, it is still
adequate to prepare the IAF for the actual EQAR. One (1) of the participants
mentioned that “for internal assessment... we don't cover the entire scope” (Pl:p.4,
2020). Another participant also indicated that their internal assessment differs to some
extent from the EQAR processes and is inadequate to prepatre the IAF for the EQAR,
as there is still much room for improvement. One (1) participant has labelled assessing
the entire scope of the ITA Quality Assessment Manual (2016) as ‘time consuming’, with
two (2) participants stating that they do not have “dedicated quality assurance
resources”, as alluded to one participant stating that “... so in between audits we are
required to put time aside to do some internal QA on the work that we do, but it's a
challenge” (P2:p.6; 2020). One (1) participant further highlighted that stakeholder
surveys and interviews are not done as part of their internal assessments, but EQAR, as
one “can’t go and ask people how they feel about you, and then expect them to be
objective”. One (1) participant’s response differed to the other three (3) participants, in
that despite their internal assessment not differing from that of the EQAR, it is

inadequate to prepare them for it.

4.3.2  Theme 3: Quality assurance self-assessment preparation
(QASP) Tool

The QASP tool is a tool that preliminary assesses internal audit against similar criteria
used by the external assessor and aims to prepare IAFs’ for the EQAR that should take
place at least once in five years (IIA, 2016a). Currently the IIA Quality Assessment
Manual (2016) consists of numerous Microsoft Word documents that are not user-
friendly and does not allow for the self-assessment that culminates in a final automated

rating outcome. Hence, the said Manual does not enable the practical implementation of
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the quality assurance process, as the tool is too labour intensive. The impetus here is to
design an automated tool in Microsoft Excel, since this software is accessible to all
public sector internal auditors at no additional cost to them. This will enable internal
auditors to conduct and implement a quality assurance self-assessment process with the
aim to adequately address the gaps identified prior to the EQAR taking place and with
the ultimate aim to improve operations toward achieving organisational objectives

(Kasim & Hanafi, 2012).

4.3.2.1 Activities contributing to EQAR outcomes

4.3.2.1.1 IAFs with a QAIP

Three (3) participants last had an EQAR conducted less than three years ago, with one
(1) participant having done four to six years ago. All four (4) participants received a
'Generally conforms' outcome. Three (3) participants attributed their positive outcomes
to ensuring that the “policies, methodologies or manual and charters” are aligned to the
ITA Standards. Despite the challenges experienced with their internal assessment, all
four (4) participants managed to secure positive EQAR outcomes with the results
communicated to both the AC and senior management. Below is a quote made by one
(1) of the participants supporting the above:

“... all of our governance documents are in place and according to the standards...
whenever there are changes in the standards we take that into account... our policy, our

procedures are comprehensive and clear ...” (P2:p.16, 2020).

4.3.2.2 Reasons for not implementing a QAIP

Varying reasons by participants were given for not implementing the quality assurance
processes, including amongst others having “no CAE for a very long time”, the
“internal audit function being outsourced for many years”, the “department being fairly
new”. Also highlighted by a participant:

“... we've got a shortage of the competency to implement the Quality Improvement

Program” (P8:p.10, 2020).
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4.3.2.3 Benefits of a QAIP

All eight (8) participants interviewed, those both with a QAIP and without, were asked
the question if using a Microsoft Excel automated QASP tool that simulates an EQAR
(if it generates a preliminary rating outcome) will help better prepare IAFs for the actual
EQAR. All eight (8) participants agreed that implementing such a tool would help in
improving IAE and the quality they deliver to their auditees, as at present the existing
tool of one (1) participant is “time consuming and everything needs to be updated
manually” (P4:p.13, 2020). In support of and addressing the aforementioned one (1)
participant stated that “it will prepare the IAF and then the fact that it's going to be
scientific based on what external assessors are going to do, gives an opportunity to do
something about it now. If I get a rating which says this is partially conforms (PC), I can
do something about it... to get it to generally conforms (GC)” (P3:p.35, 2020). Another
participant indicated “it will assist us all in the build-up for the external one” (P6:p.0,
2020), whilst one (1) participant further mentioned “to monitor those measures that are
in place to enhance our quality... it will be easy to use, since it’s in an excel form”
(P8:p.14, 2020). One (1) participant explained that the proposed tool “will simplify
processes, as everything is all over the place and it will help create efficiencies” (P2:p.21,

2020).

The question was posed on how the implementation of a QAIP would help IAFs
motivate for more capacity building initiatives. This question was posed to the four (4)
participants that do not have a QAIP in place. All four (4) participants interviewed are
of the view that the gaps emanating from the quality assurance review will help motivate
for additional capacity. One (1) participant indicated that it could provide ... a basis to
motivate to the accounting officer and the audit committee for the necessary resources”
and “... it will help to identify areas of improvement so that the internal audit unit can
go back and work on those areas. It will help a lot, because that's how you'll see where
to improve” (P5:p.7, 2020). On the other hand the other participant expressed some
concern as “management could not understand what this report (quality assurance self-
assessment results) mean... in a way it can be interpreted as if internal audit is not
performing at all, simply because they don't understand the process (quality assurance)

and what it mean” (P6:p.5, 2020).
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4.3.2.4 Usefulness of a QAIP self-assessment tool

Any tool developed must serve a need, be efficient and practical enough to allow a
process to be implemented with sufficient ease (Sivakumar, 20106). It should make the
end-user’s work easier and ultimately take something cumbersome and make it
efficacious and user-friendly. People know what to do, but how to implement it is
sometimes a challenge. Hence, a tool that is converted from the current manually
intensive process to a more automated process could vastly improve public sector
internal auditors’ capability and productivity, allowing for monitoring not only at a IAF
level, but also at an oversight level. This is particularly important, as it speaks to the
question on the functionalities the proposed QASP tool should have that would
simplify the implementation of quality assurance activities. This question was posed to
all eight (8) participants, those with a QAIP and those without, with the results reflected

below.

4.3.2.4.1 IAFs with a QAIP

Three (3) participants interviewed suggested that in order for the QASP tool to be
beneficial, thus contributing to the quality assurance space, it should be “scientific”
where the tool, once completed, generates a “rating outcome”, as referred to by one (1)

participant in this regard:

“So I think that this spreadsheet will bring the scientific element into it” (P2:p.21, 2020).

Another criterion that will contribute to enhancing the proposed tool as suggested by
two (2) participants alluded to the importance of monitoring; one (1) participant

(13

emphasised that “... the key thing would be something that allows for frequent
monitoring” (P1:p.14, 2020). One (1) participant stated that the proposed tool should
“be linked to the Standards (IIA Standards)” and since not all criteria weighs the same
“weights” should allocated so that “one can start with the important things first that will
add more value and impact now” (P3:p.36, 2020). Another participant added that the
assessment criteria in terms of the ITA Standards in the Microsoft Excel tool should be

“hard-coded (cells within Microsoft Excel protected)” so that criteria requirements are

not changed.
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4.3.2.4.2 IAFs with no or limited QAIP

The notion of all four (4) participants is that having a Microsoft Excel automated QA
self-assessment preparation tool that generates a preliminary rating outcome that
simulates an EQAR will help better prepare them for the actual EQAR and suggested a
number of functionalities that this tool should entrench. One (1) explained that if the
proposed tool could be “straightforward and simple to implement, it could be very
helpful, not only to one department, but to most departments where they have not
implemented quality assurance processes currently” (P6:p.6, 2020). Another participant
emphasised the importance of the proposed tool “highlighting any deficiencies”
(P7:p.12, 2020). Two (2) participants highlighted that the proposed tool should be able
to “upload documents” (P2:p.22, 2020).

4.3.3 Theme 4: External audit’s reliance on internal audit work

This theme relates to reliance placed on the work of internal audit. It is when the
external auditor based on certain quality evaluations of internal audit’s work, considers
using some of its work through placing reliance thereon, provided it falls within its
ambit or through direct assistance where internal audit conducts certain audit work on
behalf of external audit under their supervision (IAASB, 2014). The importance of this
theme pertains to whether or not the implementation of quality assurance processes by
the IAF influences if the AGSA will place reliance through using the work of internal

audit and / or through direct assistance.

4.3.3.1 IAFs with a QAIP

All four (4) participants interviewed confirmed that they have quality assurance policies
and procedures in place and that the AGSA has placed reliance on some of their work
in the last five years. These same participants also achieved a “Generally conforms”
outcome for their last EQAR. Some of the factors contributing to the AGSA
ascertaining whether to place reliance on internal audit’s work according to participants
include amongst others: if the quality assurance prescripts are in place and applied, the
department receiving clean audit opinions for the last five years, and the “outcomes of
the EQAR”. One (1) of the participants indicated that if one has a positive EQAR,

external auditors have no valid reason not to rely on the IAF’s work:
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“I think when we achieved our GC (Generally conforms), it was quite difficult for them
to say no, they can’t rely... one of the requirements for them (AGSA) is that they need

to be sure that the unit is competent...” (P3:p.5, 2020).

Two (2) of the participants mentioned that “at the beginning of the year we sit with the
AGSA and take them through our plan (internal audit’s plan)” before the audit
committee sign it off (P2:p.4, 2020), where reliance by the AGSA on the IAFs work is
considered as “part of the planning process” (P3:p.5, 2020). They added that other
considerations such as the “scope” is taken into account to ascertain if any areas are
mutually covered by the AGSA and internal audit. In the last five years, the AGSA
placed reliance on internal audit’s work mainly in areas pertaining to “performance
information” and information technology (IT) related audits. According to one (1)
participant, positive EQAR results further strengthens and builds the trust relationship

between internal and external audit (P3, 2020).

4.3.3.2 IAFs with no or limited QAIP

Two (2) of the four (4) participants stated that their departments' have no quality
assurance prescripts in place, with one (1) participant attributing it to the IAF being
“outsourced for many years”; however, it’s in the process of being brought in-house.
The other two (2) participants confirmed that they have quality assurance policies in
place, which are included in their “internal audit methodologies... manual”, and one (1)
of the two (2) participants further indicated that they are conducting “internal
assessments”; but not external assessments. Three (3) participants who indicated that
they do not have adequate QAIP systems and processes in place stated that the AGSA
placed reliance on some of their work during the 2019/20 financial year. Another
participant indicated that the AGSA has not placed reliance on their work due to the
IAF “never having done an external quality assurance review” and added that the AGSA
stated this as their reason for not considering relying on internal audit's work (P5:p.2,

2020).
Various reasons were provided for why reliance was placed on the work of internal

audit, with reliance placed by the AGSA ranging from using the work of internal audit

to using direct assistance. One (1) participant explained that reliance was placed on
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internal audit's work in 2019/20 on ateas relating to ... asset verification, performance
information, and human resources management” (P7:p.3, 2020). The process entailed
the IAF sending all of its 2019 internal audit related reports to the AGSA upon their
request, of which three (3) audits as aforementioned were relied on, although not pre-
agreed upfront at the planning stages. Another participant added that the “AGSA was
under pressure to conclude their audit”, as “COVID-19 was the main reason, although
it was not documented” (P8:p.3, 2020). This was further confirmed by two (2)
participants indicating that the AGSA had not placed reliance on their work in the last
five years; however, decided to place reliance in the 2019/20 financial yeat, due to the

strain COVID-19 had on the AGSA meeting its deadlines.
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5 DISCUSSION OF RESEARCH FINDINGS

51 Introduction

The objective of this research was to develop and propose a QASP tool that will
provide a basis for IAFs to implement standard 1300 of the ITA Standards (IIA, 2016a).
This tool should be able to capacitate IAFs on how to assess its conformance to the said
Standards and its effectiveness in terms of its service offerings to the organisation it

provides assurance and consulting services to.

The first aim of this research was to identify the factors or indicators that positively
contributes to IAE, and a comparison was made to the IIA’s Quality Assessment
Manual (ITA, 20106) to ascertain if effectiveness of IAFs are adequately and explicitly
covered in the Manual. The second aim was to propose a quality assurance self-
assessment preparation tool. The factors identified in step one informed the
development of the said tool that could capacitate and enable internal audit to conduct
quality self-assessments of their IAFs. This could enable internal audit to not only
identify their shortcomings and monitor these, but also advocate and motivate their real
needs and capacities that will aid them to provide value added services to their audit

clients and key stakeholders.

The implications of the QASP tool could contribute to augmenting internal audit’s
effectiveness within the public sector and empowering them with the tools and
techniques needed to develop and improve their service offerings, with the ultimate goal
to help their organisation achieve its objectives (IIA, 2016b). The results emanating
from this research aim to contribute to the existing body of knowledge, but from a

practice perspective, that advances public sector IAFs.

For purposes of the discussion of findings, a summary of the key findings of each

theme is presented.
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5.2  Key findings: Theme 1 — Internal audit effectiveness

Based on the findings presented in Chapter 4, it appears that all participants are in
agreement with literature that indicators or factors of independence, competence,
quality and management support contributes to IAE (Huong, 2018), with exception of
one (1) participant who did not consider management support as a critical IAE
indicator. This is contrary to Alzeban and Gwilliam’s (2014) study who found through
literature that management support is a key contributor to the effectiveness of IAFs. All
these factors of IAE are already included as criteria in the IIA Quality Assessment
Manual (2016); however, criteria on management support was expanded upon in the
proposed QASP tool to ensure that it explicitly talks to key challenges facing internal
audit. A number of participants highlighted management support as a crucial factor of
IAE (Alzeban & Gwilliam, 2014), thus further supporting the need to expand on the
criteria in the proposed tool. Of the four (4) indicators that contribute to IAE, only one
(1) indicator, namely management supportt is not reinforced by an IIA Standard (2016a).
Supervisory and quality assurance review gaps are caused by a lack of capacity according
to some participants, thus not being able to implement the IIA Standard 1300 (IIA,
2016a) effectively. The afore-stated is supported by Alzeban and Gwilliam (2014) as
their study infers that a sufficiently staffed IAF enhances the quality of work produced
by internal audit. Some participants mentioned that the implementation of regular
quality assessment reviews would largely assist to improve the quality of internal audit

work and the value-add to its auditees.

5.3  Key findings: Theme 2 — Internal Assessments

Based on the findings pertaining to internal assessments, it appears that the assessment
criteria in the ITA Quality Assessment Manual (2016), if evaluated against, are adequate
to give internal audit management an indication of the areas requiring improvement in
order to prepare for the EQAR. It is however evident from the interview results that the
lack of conducting stakeholder interviews and or surveys has no to limited influence on
the internal assessment and some of the EQAR outcomes, as can be seen by some
participants responses and EQAR assessment outcomes. A literature study by Alzeban
and Gwilliam (2014) however, does not support this notion, as their study suggests that

it does not consider the needs of stakeholders who are the custodians to ensure
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implementation of recommendations. Half of the participants alluded to their existing
internal assessment tools not being adequate highlighting that these tools are not
scientific and geared to culminate in a final rating outcome; which is further supported
by Kasim and Hanafi (2012). Participants attributed having no dedicated quality
assurance resources for not adequately implementing the QAIP processes. Since the
interviews taking place, there have been numerous requests for the use and trialling of

the said QASP tool, which indicates that there is a need for this tool.

54  Key findings: Theme 3 — Quality Assurance Self-
Assessment Preparation (QASP) tool

Based on the findings, it appears there is a huge need for the proposed tool and calls for
the said tool to be scientific that generates a rating outcome and have a built-in
monitoring mechanism is resounding. This need has also been highlighted by Kasim and
Hanafr’s (2012) research study. A few participants emphasised that entrenching and
implementing governing documents in accordance with the IIA Standards (2016a), such
as comprehensive policies, methodologies and charters are what contribute to positive
EQAR outcomes. A crucial suggestion made by one (1) participant was the capacitation
and on-boarding of internal auditors in training them on the proposed tool to ensure
that they do not only understand it, but that they can apply the tool in practice. A few
participants have requested the use of the proposed QASP tool since their existing

quality assurance tools are manually intensive and not monitoring and tracking friendly.

5.5  Key findings: Theme 4 — External audit's reliance
on internal audit work

Based on the findings highlighted in Chapter 4, it appears that the AGSA places reliance
on the work of internal audit where a number of factors exist. These factors include
amongst others: if the quality assurance prescripts are in place and implemented, the
department receiving clean audit opinions for prior years, and positive EQAR
outcomes. Results further revealed that positive EQAR results further strengthen and

build the trust relationship between internal and external audit.
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Interestingly, for those participants that do not have adequate QAIP processes in place,
it was found that reliance was placed on their work, and not just on those IAFs that
have adequate QAIP processes. The AGSA using the work of internal audit is
dependent on the outcome of a number of criteria amongst others being assessed,
including the implementation of quality control processes, however reliance was placed
on IAFs who do not have in place or has not implemented a QAIP (IAASB, 2014).
Hence, an inference could be drawn from interviews held with some participants that
reliance placed by the AGSA during the 2019/20 financial year on the IAFs that do not
have adequate QAIP systems and processes in place could be attributed to Covid-19
challenges causing them tremendous pressure to finalise their external audit
engagements. Another exception was that reliance for one (1) IAF was not pre-agreed at
the planning stages of internal audit, and this further supports the notion that the
2019/20 financial year was an exception for IAFs that do not have adequate QAIP

systems and processes, however reliance was placed on their work.

5.6  Proposed Quality Assurance Self-assessment
Preparation (QASP) tool

Based on the findings presented above, the following proposed tool is provided, see

Figure 2. The key elements of the tool are briefly discussed.

¥isual representation of the quality assurance self-assessment preparation [BASP] tool

:

Effective IAF= conforming to lIA Standards

Theme 2: Outgcome 1: Dumnmg_z Thene d:

T e T Enhanced assessment Scientific self-assessment Tuality assurance self-

inberial suslit work criteria preparation tool measuring asessment preparation

conformance to llA

Theme 1: MMD'LI M Theme 3:

Internal aucit ef 0 E?nfl_rmed assessment Quality assurance sel_l- Forv—

JiAE] criteria to measure |AE assessment preparation

factors tool

Inclusion of IAE indicators in Self-assessment Tool

Bazeline:
1A’s Quality Assessment Manual ! Criteria

Figure 2: Visual representation of the quality assurance self-assessment preparation (QASP)
tool (Zondre Seitei, 2020)
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Figure 2 represents the outline of the proposed quality assurance self-assessment
preparation (QASP) tool consisting of the following key criteria:
1) Internal audit effectiveness, these include the indicators of independence,
management suppott, quality and competence.
2) Reliance, this refers to the extent of external audit’s reliance on internal audit
work and an effective IAF could most likely result in increased reliance.
3) Internal assessment, to consider the tools available and its adequacy.
4) QASP tool, this is the proposed automated tool that will streamline the quality
assurance process and enable the IAF to conduct their own self-assessments.
In addition, refer to Appendix 4.1 for an extract of the automated Microsoft Excel

version of the proposed QASP tool.
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6 SUMMARY, CONCLUSIONS, LIMITATIONS, AND
RECOMMENDATIONS

6.1 Summary

This study used a qualitative analysis approach through semi-structured interviews that
were directed at South African national government department internal auditors’. After
ascertaining the indicators that contributes to the effectiveness of internal audit, a
determination was made of the tools available to internal audit to conduct quality
assurance self-assessments of their effectiveness and conformance to the quality

assurance standards and guidelines issued by the professional body, the IIA (2016a).

From the review of the literature two research questions emerged:
= Research question 1: What factors or indicators contribute to internal audit
effectiveness (IAE)?
= Research question 2: What quality assurance self-assessment preparation

(QASP) tool can be used to measure IAE and internal audit quality?

The aim of this study was therefore two-fold:
= Firstly, to determine what factors or indicators contribute to internal audit

effectiveness (IAE), and

= To propose a quality assurance self-assessment preparation (QASP) tool.

A qualitative research method using semi-structured interviews were used to collect data
from participants who are internal audit practitioners in national departments within the
South African public sector. A thematic data analysis of the views of participants was
done. The findings emerging from the research results highlight four key themes:
=  Theme 1: Internal audit effectiveness
=  Theme 2: Internal assessments
®  Theme 3: Quality Assurance Self-Assessment Preparation (QASP) tool:
o Activities contributing to EQAR outcomes
o Reasons for not implementing a QAIP
o Benefits of a QAIP

o Usefulness of a QAIP self-assessment tool
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* Theme 4: External audit’s reliance on internal audit work

It is evident that inadequate tools exist to efficiently evaluate IAF’s adherence to the ITA
Standards and the IAF’s effectiveness (Kasim & Hanafi, 2012). Furthermore,
consideration should be given to explicitly include quality assurance assessments in the
South African government governing legislation, such as the PFMA (1999), as even
though legislation states that internal audit work should be done in accordance with the
ITA Standards, quality assurance is not unequivocally mentioned in the prescripts and
hence not made a priority within government. If these areas within the statutes are
effectively addressed, it will augment the current functioning of IAFs’ within the public
sector and will enable internal audit to provide the much needed value add to

organisations.

From the interviews held with participants who have a QAIP in place, it is clear that the
key considerations taken into account by the AGSA regarding placing reliance on
internal audit’s work includes amongst others, if the quality assurance prescripts are in
place and applied, the department receiving clean audit opinions in prior years, and
positive EQAR outcomes. Although this is not true for interviewees who does not have
a QAIP in place, where reliance was placed, it appears that the work of internal audit
was relied upon only in the 2019/20 financial year. However, a fundamental comment
made by one (1) of the participants stating that reliance was placed due to the disruption
caused by the COVID-19 pandemic putting the AGSA under pressure to meet tight
deadlines triggered by the delay in all audits due to the said pandemic. By implication,
this resulted in the AGSA resorting to using some of the work or resources of internal
audit to get their work done. A suggestion may well be made that this could be the
similar case with the other participants that do not have a QAIP in place, but where
reliance by the AGSA was placed. In addition, interview results further revealed that
positive EQAR results to some extent strengthens and builds the trust relationship

between internal and external audit.

The findings revealed that the assessment criteria in the ITA Quality Assessment Manual
(2016) are adequate; however, criteria pertaining to management support could be
expanded on slightly. It is noted that most IAFs that have a QAIP in place do not

conduct stakeholder interviews and or surveys; however, from the interview results, it
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generally has no to limited influence on the internal assessment and some of the EQAR
outcomes, especially since there are no ratings allocated to these questions. This study
has shown that IAFs’ existing quality assurance tool(s) are inadequate, as alluded to by a
number of participants interviewed. This could be attributed to the tool(s) not being
scientific and geared to culminate in a final rating outcome, and further does not allow
for regular monitoring and updates, which could create increased efficiency. Since these
interviews taking place, there have been numerous requests for the use and trialling of
the said QASP tool, which highlight a need for such a proposed tool. Capacitation and
on-boarding of internal auditors in respect of the proposed tool is fundamental in the
success of rolling it out within government. Another positive aspect about this proposed
tool is that it could also be applied and rolled out at provincial and local government

levels.

All participants that have a QAIP in place confirmed that the factors contributing to
IAE as per the literature are included as criteria in their existing assessment mechanisms;
however, they would welcome a new tool that is automated with less human
intervention. Many IAFs are under-resourced and a number of them are small in nature,
thus having an automated tool (developed via a scientific research and development
process) to prepare IAFs for the EQAR will aid from both perspectives of resources
constraints and cost savings, as they can opt for a self-assessment with independent
validation rather than a full assessment (IIA, 2016h). Monitoring findings is an
important aspect of moving toward improved outcomes, a number of participants have
emphasised that the tool should embrace this aspect to ensure continuous monitoring

of progress.

6.2 Conclusions

To improve anything, it is important to firstly know what is not working well (Bagian et
al., 2001) so that deliberate and targeted efforts are taken to enhance the functioning of
IAFs’. It is with this in mind that exploring a tool that will assist IAFs in assessing and
working towards improving their service quality was born. The QASP tool was designed
in the absence of any freely available, adequate and effective tools that are user-friendly,

especially since the South African government do not have the funds to acquire the use
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of similar tools. This is why a tool of this nature can immensely contribute to the IAE,

as it allows an introspection to be conducted on the health of the IAF.

IAFs do not form part of the core functions within departments, and find themselves
last in line to get more resources, since there are many competing priorities within a
government department. This is why they are on the back-end in terms of receiving
resources, resulting in them having less dedicated core audit time. This could be
attributed to IAFs’ not being able to have adequate tools to implement certain processes
effectively, in particular the QAIP, thus leaving some departments with limited to no
resources to implement the latter, as can be seen by those departments who do not have
a QAIP in place. This study revealed that the existing internal assessment tools are not
adequate and hence there is a need for a more scientific assessment and monitoring tool.
Most of the participants interviewed who have a QAIP, highlighted that although they
have a tool in place, it is however manual and too labour intensive, not scientific and
not allow for continuous monitoring and tracking of progress. The self-assessment tool
proposed by this study is a means to address some of these shortcomings experienced

by IAFs to enable them to more efficiently implement the QAIP.

Consideration could be given to future researchable areas in this space to explore a
maturity model for IAE, where the level of operability of the IAF could be measured.
Another future research area is testing the effectiveness of the self-assessment tool
proposed in this study through its trial implementation. In addition, statutory audits are
being included in risk-based audit plans and audited at the expense of risk-based audits,

which is another possible future researchable area that could further be explored.

6.3 Limitations

This study focuses only on capacitating IAFs in national government departments in the
South African public sector and not any other spheres of government with the aim to
propose a practical automated QASP tool. In addition, the results of this study are not
generalizable to the entire population of national departments as only a limited number
of departments were represented; however, future research could expand this study to
include a more representative sample of national departments. This study did not

endeavour to test the effectiveness of the proposed tool; however, this is an area that
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could be explored for future research purposes. This study is further limited to only the
assessment criteria informed by the ITA Standards (2016a) to ensure a succinct
assessment and excludes amongst others the survey and interview questions proposed

by the ITA Quality Assurance Manual (2016).

Six (6) of the eight (8) semi-structured interviews were done remotely using online
platforms as a means to ensure the safety and comfort of all participants due to the
COVID-19 pandemic, where social distancing and wearing of masks are mandatory.
The challenges this posed however were amongst others the lack of observing non-
verbal cues, connectivity issues, load shedding further affecting access to online
platforms, and not being able to conduct the interviews using the video option of the
online platform, as this would further erode connectivity. In addition, certain transcripts
were not fully transcribed and / or the recordings were cut in some areas by the
transcriber application due to network loss; however, the recordings assisted as far as it

possibly could.

It is important to note that the researcher conducting the interviews is an employee of
the National Treasury that is an institution providing oversight and regularly evaluates
certain systems or processes that are executed by public institutions, particularly national
departments against specific prescripts. This poses a limitation in that participants may
feel that if they reveal too much, it may expose and put the department in a poor light
making it appear to be ineffective and unproductive; hence, the risk is that their
responses to certain questions were subtle and not truly reflective of the real

circumstances.

One of the questions posed to participants pertained to whether the AGSA placed
reliance on internal audit’s work in the last five years. The interviews revealed that
reliance was placed on the work of the majority of participants’ IAFs, despite them
having limited to no QAIP processes in place. When drafting the interview questions,
the expectation was that reliance would not be placed by the AGSA on IAFs that do not
have an adequate QAIP in place; however, the study has shown that this is not the case.
A comment was made by one (1) participant that the AGSA decided to place reliance
on their work, due to them being under enormous time pressure caused by the delays

imposed by the COVID-19 pandemic. Hence, the responses to this question could have
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been influenced by the COVID-19 pandemic, and the AGSA placing reliance on the
work of IAFs that do not have a QAIP in place could just be an exception, as reliance

was placed for the first time on these IAFs during the 2019/20 financial yeat.

6.4 Recommendations

The outcome of this study proposes a QASP tool and refinement of assessment criteria
relating particularly to management support, thus contributing to the existing body of
knowledge and providing a foundation for exploring further research to test the
effectiveness of this tool. Since management support is an indicator of IAE and no
Standard in the ITA Standards (2016a) is dedicated to this area, consideration could be
given to at the very least expand on the assessment criteria in the ITA Quality
Assessment Manual (2016) relating to management support. Herewith, the following

recommendations are provided to key internal audit stakeholders.

6.4.1  IIA Professional Body

A suggestion is that the ITA Quality Assessment Manual (2016) elaborate on the existing
criteria pertaining to management support under “Internal Audit Governance” and
include it as part of the “IA Governance successful practices & potential opportunities
for improvement” sub-section, since this is one of the indicators that enhances IAE. By
doing this, and in raising a gap should the support of management be inadequate, it
could trigger management’s attention to what they can improve on when dealing with

internal auditors to ensure a mutually beneficial experience.

6.4.2 National Treasury and IAFs

The intervention presented by this study is more of a practical solution that may not
require extra funding with the aim to empower IAFs within the public sector, placing
them in a position to conduct a quality assurance self-assessment. Formally, extending it
to peer departments to conduct the evaluations or reviews, and subsequently having it
validated by an independent assurance party could further enhance this process. This
approach could further reduce the costs incurred by departments for EQARs, as it will

reduce the assessment team’s time spent thereon. Centralised or shared quality
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assurance teams or resources either amongst cluster departments or at the National
Treasury, with the latter being preferable, as this institution is a not only a recognisable
and respectable department of influence within the public sector, but also responsible
and has the power for making laws in the country. National Treasury could provide a
process similar to that of the in-year-monitoring (IYM) process, but for monitoring and
reporting of quality assurance activities, as this could contribute to IAE and indirectly to

helping organisations achieve their objectives in terms of their mandates.

6.4.3 National Treasury

The insights gathered from this tool could be consolidated at a national level and
transversal findings identified that could inform potential targeted solutions and tools
that are useful and relevant to the needs of public sector internal auditors. This
proposed tool could further assist the National Treasury to report on and obtain a bird’s
eye view of the challenges facing the internal audit space for attention of senior
leadership within government, with the hope that it influences positive change. Another
opportunity exists once the proposed tool is trialled, as it could be leveraged by not just
rolling it out to national departments, but also at provincial and the local government
levels. This especially, since internal auditors who are members of the IIA SA are bound
by the ITA Standards (2016a), which means this same tool could be used at all spheres

of government as well.

Further to this, is the reliance that can be placed on the work of internal audit by other
assurance providers, particularly external audit that could result in efficiencies and cost
savings to both internal audit and the organisation (Gramling & Vandervelde, 20006).
The results from the interviews reveals that the AGSA uses the work of internal audit
more when an EQAR has been conducted, provided the results are positive, although
an exception was noted where the AGSA during the 2019/20 financial year placed
reliance on the work of IAFs’ that do not have a QAIP in place. This exception could
be due to the COVID-19 pandemic where the AGSA was under abnormal time

constraints, as alluded to by some participants.

In order for the proposed tool to be effectively implemented, it is crucial that the

handover of the tool be accompanied by a one-on-one transfer of skill session that will
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help in capacitating and guiding the end-users on how to efficiently use the tool. This is
fundamental to the successful application and implementation of the proposed tool, as a
lack of understanding of any system or tool could render or make users conclude that it
is ineffective. Many internal auditors’ does not have the time to figure out how

something works, hence the importance of on-boarding.

6.4.4 Contribution to management knowledge

This study contributes to management knowledge by proposing a tool that IAFs int eh
South African public sector can use to assess their effectiveness. As IAFs are regarded
as governance pillars, it is argued that more effective IAFs could improve organisational
governance. This study is a first step in providing a practical self-assessment tool to

IAFs and thus the contribution to management knowledge.

6.5 Final conclusion

In the researcher’s view, this study achieved its primary objective to propose a quality
assurance self-assessment preparation (QASP) tool that can contribute to improved
internal audit effectiveness in South African government departments. The research
objective was achieved through applying a qualitative research methodology to obtain
internal audit stakeholders’ views on the topics of IAE and quality assurance. The key
findings emanating from this study contributed to the outcome of this study: a practical
and automated QASP tool. In conclusion, the proposed QASP tool could contribute to
improved internal audit effectiveness and ultimately quality internal audit services within

national government departments and improved service delivery.
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Participant Information Sheet
Dear Colleague

My name is Zondre Seitei and I am a Masters student in Business Administration at the
University of the Witwatersrand, Johannesburg. As part of my studies, I have to undertake
a research project, and I am investigating an internal audit QASP tool under the
supervision of Dr Kato Plant. The aim of this research project is to find out how a self-
assessment tool can contribute to the effectiveness of IAFs in South African national
department.

As part of this project, I would like to invite you to take part in a single interview. This
activity will involve answering questions and briefly testing the proposed tool and will take
around one (1) hour. With your permission, I would also like to record the interview using
a digital device.

There will be no personal costs to you if you participate in this project. You will not receive
any direct benefits from participation but there are no disadvantages or penalties if you do
not choose to participate or if you withdraw from the study. You may withdraw at any time
or not answer any question if you do not want to. The interview will be completely
confidential and anonymous as I will not be asking for your name or any identifying
information, and the information you give to me will be held securely and not disclosed to
anyone else. I will be using a pseudonym (false name) to represent your participation in my
final research report. If you experience any distress or discomfort at any point in this
process, we will stop the interview or resume another time.

If you have any questions during or afterwards about this research, feel free to contact me
on the details listed below. If you wish to receive a summary of this report, I will be happy
to send it to you. The data collected from this research project will be stored in a cloud-
based storage facility, Dropbox and Google Drive and will be kept for seven (7) years.
With your permission the data collected from this research project may be used by other
researchers. If you have any concerns or complaints regarding the ethical procedures of this
study, you are welcome to contact the University Human Research Ethics Committee
(Non-Medical), telephone +27(0) 11 717 1408, email hrec-
medical.researchoffice(@wits.ac.za

Yours sincerely,
Zondre Launchya Seitei

Researcher:
Zondre Launchya Seitei

Supervisor:
Dr Kato Plant
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Consent Form

Title of project: A proposed internal audit tool to improve internal audit
effectiveness in South African national departments

Researcher: Zondre Seitei

Lo , agree to participate in this research project. The
research has been explained to me and I understand what my participation will involve. I

agree to the following:

(Please circle the relevant options below).

agree that my participation will remain anonymous YES NO

agree that the researcher may use anonymous quotes in his / YES NO

:r research report

agree that the interview may be audio recorded YES NO
agree to briefly test the proposed tool if requested YES NO
agree that the information I provide may be used YES NO

1onymously after this project has ended, for academic
arposes by other researchers, subject to their own ethics

earance being obtained.

.......................................... (signature)
.......................................... (name of participant)

.......................................... (date)
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Appendix 1.1: Data collection instrument(s)

Interview Schedule — For IAFs that have a QAIP in place:

Interview Schedule (Semi-structured Interviews)
Title of Proposed Study: A proposed internal audit tool to improve internal audit effectiveness in South African national departments

First set of Interview Questions - Internal audit functions (IAF) that have a quality assurance programme in place

RATINGS/ ANSWERS

NO. QUESTIONS
PROFILE (ALL)

1 [Please indicate your position level? Chief Audit Audit Senior If Other?
Executive Manager Internal
(CAE) Auditor
2 |Which department are you employed by (Click drop-down) ? Click Drop-down If Other, name the
institution?
3 [Number of years' experience in internal audit? 1-2 years' 3-6 years' 7-10 year's More than 10 years'

RIC (ALL)
4 |Do you have quality assurance improvement programme (QAIP) policies/ Yes No
procedures in place?
5 |Has the Auditor-General S.A. placed reliance on the work of internal audit in the Yes No What were =

last five years? (either through direct assistance or use of work the
INTERNAL AUDIT EFFECTIVENESS (IAE)
6 |Does your EQAR prep-tool include assessment criteria on measuring internal

audit's?

i. Independence and Objectivity Yes No If No, why?
ii. Competence Yes No If No, why?
iii. Quality Yes No If No, why?
iv. Auditee support Yes No If No, why?

7 |Whatin your opinion would you say are factors of internal audit effectiveness?
(List the most important factors, at least three)

8 |Would you say your internal audit function is effective and delivers quality Yes No Why?
services to its auditees?

IF YES

Internal Assessment

When was the last quality assurance (QA) internal assessment conducted on Less than 1 |2 years ago | 3 years ago [More than 4 years
internal audit? year ago ago
10 [What was the outcome of your last QA internal assessment? Generally | Partially Conforms (PC) Do Not Conform (DNC)
Conforms
(GO
11 |Has the results of the last QA internal assessment been communicated to senior Yes No If No, why?
management and the audit committee?
12 |Does your QA criteria and process of internal assessment differ from your Yes No If Yes, how?
13 |Would you say your internal assessment process is adequate enough to prepare Yes No Why?
you for the actual EQAR?

IF YES
External Quality Assurance Review (EQAR)
14 |When was the last independent external quality assurance review (EQAR) Less than 3 | 4-6 years | 7-10 years More than 10 Never
conducted on internal audit? years ago ago ago years ago
15 [What was the outcome of your last EQAR? Generally | Partially Conforms (PC) Do Not Conform (DNC)
Conforms

16 |Whatin your opinion would you say can be attributed to the EQAR outcome?

17 |Has the results of the last EQAR been communicated to senior management and Yes No If No, why?
the audit committee?

18 |Does the audit committee monitor the EQAR gaps/ findings at least quarterlyto Yes No If No, why?
ensure they are adequately addressed?

19 |Do you have a QA review tool in place to conduct a self-assessment against the Yes No

IIA Standards and effectiveness related criteria? (criteria equivalent to thatin the
EQAR assessment)

20 [Do your EQAR preparation processes/ tools automatically generate a simulated Yes No
rating outcome once it is completed?
21 |Would you say your existing EQAR preparation processes/ tools are adequate Yes Somewhat No Why?
enough to prepare you for the actual EQAR? (Advantages/ Challenges)
22 |Would using an excel automated QA self-assessment preparation tool that Yes No Why?
simulates an EQAR help you better prepare for the actual EQAR? (if it generates
a prelim rating outcome)

23 |What functionalities would you recommend for inclusion in the QA self-
assessment tool that would simplify the implementation of quality assurance

Is there any other thing that you would like to add, highlight or elaborate on that you feel would contribute to/ enhance this

90



Appendix 1.1: Data collection instrument(s)

Interview Schedule — For IAFs that does not have a QAIP in place:

Interview Schedule (Semi-structured Interviews)

Title of Proposed Study: A proposed internal audit tool to improve internal audit effectiveness in South African national departments

Second set of Interview Questions - Internal audit functions (IAF) that does not have a quality assurance programme in place

NO. QUESTIONS RATINGS/ ANSWERS
PROFILE (ALL)

1 |Please indicate your position level? Chief Audit Senior Internal If Other?

Audit Manager Auditor
Executive
2 [Which department are you employed by (Click drop-down) ? Click Drop-down If Other, name
the institution? |[————
3 [Number of years' experience in internal audit? 1-2 years' 3-6 years' 7-10 year's More than 10
years'

GENERIC (ALL)

4 |Do you have quality assurance improvement programme (QAIP) policies/ procedures in place? Yes No

Has the Auditor-General S.A. placed reliance on the work of internal audit in the last five years?
either through direct assistance or use of work

What in your opinion would you say are factors of internal audit effectiveness? (List the most
important factors, at least three)

IFNO

Would you say your internal audit function is effective and delivers quality services to its
auditees?

External Quality Assurance Review (EQAR)

No

8 [Whatare the reasons for not implementing a quality assurance improvement programme (QAIP)?

9 |Would implementing a quality assurance (QA) self-assessment tool (assessment against the 1A Yes No Why?
Standards and effectiveness related criteria) in your view improve internal audit

10 [Would the findings emanating from the QA self-assessment preparation tool help to support your Yes No Why?
motivation for further capacity building activities? (e.g. training, resources, etc.)

11 |Would using an excel automated QA self-assessment preparation tool that simulates an EQAR Yes No Why?
help you better prepare for the actual EQAR? (if it generates a prelim rating outcome)

12 |What functionalities would you recommend for inclusion in the QA self-assessment tool that
would simplify the implementation of quality assurance activities?

Is there any other thing that you would like to add, highlight or elaborate on that you feel would contribute to/ enhance this
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Appendix 2.1: One-page bio of the researcher including
declaration of interest in the research and
funders, if any

Am an internal auditor by profession; however, have worked as an external auditor and
in roles that provided oversight to other departments from a compliance perspective.
Having a keen interest and passion for the internal audit profession, this research is
premised on internal audit, and in particular seeks to find ways and techniques to
augment public sector IAFs’ effectiveness with the ultimate aim of moving them toward

optimal value contributors.

The present role at the National Treasury involves developing and enhancing the
effectiveness of internal auditors within the public sector at all spheres of government,
through the development of bespoke capacity building solutions that relates to training
and development. The primary objective is to design and develop solutions that will
improve internal auditors’ knowledge and skills. It is this reason that has sparked an
interest in this research topic, as it has a direct impact on building capacity within the
public sector, particularly in areas that will help in advancing service delivery and the
protection of public resources. This study is made possible by the National Treasury
since it sponsored the researcher to undertake the Masters in Business Administration
(MBA) course with a keen interest of identifying and addressing existing gaps through
the development of a self-assessment tool that will contribute to the improvement of

South African public sector IAFs.

In research, ethics is an imperative, as it is a critical underlying factor of research that
promotes integrity, fairness, and honesty amongst others, thus building trust particularly
with participants, encouraging their active engagement in contributing valuable
hindsight’s, insights and foresights. To ensure this study adheres to these ethical
principles, the research strategy, design, methods and procedures has been sent to the
ethics committee for examination prior to carrying out this study and is attached for

reference.
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Appendix 2.2: Ethics documentation

MBA Project Proposal Review
MNaote: this form is to be used for Business Venture Froposais only. Separate forms must be vsed for Research Articies, Conswitancy Projects ond Social Entrepreneurship Projects.

Student name: fondre Launchya Seitei

national departments
Student number: 1841171

Proposed title: A proposed internal audit tool to improve internal audit effectiveness in South African

Criterion Comment and / or Specific Recommendations J/ Improvements
Clearly articulated scope of proposed business wenture, including market opportunity, OK
stakeholders and critical risks / uncertainties for building business case

Integrated application of prior research and management theories to critical risks oK
uncertainties, citing a minimum of 20 peer-reviewed academic journal articles

Clearhy articulation of data and analysis needs, stated after the relevant management OK
theory/igs

Specification of data collection, population and sample, participants, research instrument oK
[surwey, interview guideline, etc.} and method of analysis

Structure and format consistent with a business venture proposal to potential inmvestors, oK
wenture capitalists, partners, etc.

APA &' referencing including in-text citaticons, reference list and alignment between the two Ok
Appropriate professional / business style including level of formality, formatting, grammar Ok

and spelling; figures and tables clearly legible

Additional commeants and instructions:
Ethics clearance application approved:

-The research propoasal is approved.

-The ethics clearance application form is approved.

Decision Panel Chair Panel member Panel member Panel member
Proceed with X Mame: Dr Jenika Gobind Cr Manamela. Peter Mmari Chantal Banga.
Supervisar
Revise and re- Signature: 1 I P Ry .
submit

Note: this form is to be returned to the student immediately after the panel session.

Proposed Internal examiner :

Panel Date: 11 Movember 2020

Supervisor name: Kato Plant

T For completion by the research office only.
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Appendix 3.1: Dully filled in data collection instrument(s)

Semi-structured interview schedules were used to collect data via Microsoft Teams,
Zoom and face-to-face meetings. These meetings were transcribed and recorded using a
transcriber application called Otter, and these transcripts and recordings, together with
the filled in consent forms are available on the Google Drive link
https:/ /drive.google.com/drive /folders /1IEzZKV7mg54ETgdMng9auRYLf9mqz

HyEUS8?usp=sharing. The researcher could be contacted to obtain access to the

transcripts and recordings of the interviews.
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (1)

Al Internal Audit Governance (Initial Self-assessment)

eUALITT ASSURAHCE SELF-ASSESSHENT FREFARATORT TOOL - EXTERHAL ASSESSHEHT

FLAHHING GUIDE
Al. COHFORHAHCE WITH THE STAHDARDS - INTERHAL AUDIT SDOYERHANCE (DR OFERSIGHT EHTIROHHENT) (STAHDARDS 18

. 1399, CODE OF ETHICS, AHD DEFIHITIOH OF INTERHAL AY

Fleare revicu the Followingrkatemenkr and rate vour lewel of aqreement (Serangly Bqree, Aqree, Diragres, Stronqgly Diragree, and Don't Know, ¥er, Mol

Intsrnal Andit Activity Chartar (1008]) and Dafinitinn of Intsrnal Andit Statemesntr Rating Ratin Scarimg Waiqhti
1 |lrtheintornal audik charter revieued by the <hiof audit executive [GREYand Formally approved by the Eoardf Audi 1] 0 i 0,00 -AllSiqned
Commitkeod Gouncil at leart annually? and Dated
z  |Theinternal audit charter <learly deFiner the purpare, authority, and rerponribilicy of the inkernal audit activiky andir 0 -AllSiqned
approved by the Eoardd Audit Gommitteof Council. (1000] and Dated
% | Theinkernal audit charker deFiner the nature of arruranse and conrultingrervicer. (100051 and G1) 1] -AllSigned
d |The internal audit charker recognirer and includer reference tothe mandakory nature of The 18 Gore Frincipler For 1] -AllSiqned
khe Froferrional Fraztize of Inkernal fiuditing, DeFinition of Inkernal fuditing, CGode of Ekhizr, and the Seandardr. (10107 andDaked
& |Theinkernal audit charker recoqnirer and includer referenzer tothe applizable leqirlation. (o.q. FFH&, MPHA& and all ] -AllSiqned
related laur requlationr and frameuworks) and Dated

§& |The CAErcporer ko alevelinthe orqanization thak allour khe inkernal audie a2

7 |Doerthe CAE zonfirm tothe BEoardf&udic Commitke o MCoun<il, at leart annually, the orqaniz atjiofalindependenco of ] -
theinternal audit activiey? (1110411 Fleare comment an the BEoard rf@udie G itkeo'riCounsil'r inval kinthe Enardfac/
CAE'r appoinkmenk, performanse evaluakion, compenration, and kermination. Cioun il

% |Arethere anyri icantimpairmenkr [in Factor appearance] ko the inkernal audit activity rindependence ogthereaff 0 - Siqned
memborr objes F[HH0ET & 1201 1E or, have the impairmentr been dirclored to the appropriate par ko (018 de<laration

4 |The adminirtrative reparking relationrhip korenior 3 t doer notinkerfere uith the CAE T rerponribility ko the ] -Siqned
E:narddfudit CommitkecdCounzil. (14100 de<claration|

10 |There are norestrictionr or limitations ko kthereope, rerourser (e Funding), acserr torecordr, perrannel, propertior by 0 -Flanning
the inkernal audit activity. (111081 and 1130) Mema'r

11 |The nature of the CAEr Fun<tional reparkting relationrhip to the BoardfAudit GCommikte e MG oun<il provider khe dire <t 1] -Ho.of
interaction needed to promoke independ and icate audit rerultr, (100, 111041 and 1111) meckingr

1z |Are adequaterafequardrinplace kolimitimpairmentr toindependence andfor objectivity uhere the chicf audic 0 = Minuteor of|
atecutive har o ir expected ko have roler andfar rerpanribiliticr that Fall outride of inkerral audic? (142] meckingr
lrusharrirk q kand pli Kinsikicr) on

1% |Audit engaqementr are performed uith anunbiared mental attitude. (11200 1]

14 |The GAE ereakblirhe d and oFFe ckively errured that all auditrtaff har conformed tokhe necerrary Gode of Ekhier 0 - Siqned
requirementr? [Gode of Ethizr and 1120) - DGt odsordon ot @ ra ot o de<laration|

18 |Har adequate precautionr been taken uhere the intornal audit activity har provided arrurance rervicer For uhich they 1] =
had previowrly performed zonrultingrervizer, ko enrure that the abjeztiviey har notbeenimpaire d and ehat ik ir Enqagqemen
manaqed uhenrerourzer are arrigned kbokhe engaqement. (1120.43] k

16 |Auditarr are auare that they murk report any real or perzeived objectivity or Gode of Ethicr iruer arroon arruch icruer 0 =GChe<kif

arire. [Cade af Exhizer, 1120 1120) Ethirir




Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (2)

Fleare review the Follouinarkatementr and rake vour level of aareement (Skranaly Aaree. Aaree. Dirgaree. Stronaly Diraarce. and Don't Know, Yer. Hol.

Euality Arrurancs and Impravemsnt Fr

wF

m - AIF [1388] | Statemantr

Rating Trps uf

17 |Dothe Quality Arruranze and Improvement Frogram (2&IF ) onqoing monitoring activitior include an analyrir of 0 - 0,00 =
performanze mekrier? IF yor, uhat are your critical performanze zateqorier and mearurer? (1311 and Pracrics Ferforman
H H 1t Effscty and EFfich xl {
1% |Hawe you conductedthe perindicinternal arrerrment atleart annually? (131, Fractics Advirary 1311-1, and
Fractics Guids, & ity Arrurancs 41 smant Fre 1
1%.1 |Doer the revicu keam have the necerrary qualificationr to conduck the revico? 1] ' Ricorultr of
thearrual
1%.2 |Doer therzope oF khe review zover all perFarmanze arcar? (i.e. A Governanze, 1A Seaff, A Management and 1A 1] =Ficrulkr of
o L L
1%.% |'War the rerultr of the perindic inkernal arrerrment (2t leark annually ) icated torenior q tand the 1] - Minuter of
Enardffudit CommitteefCouncil? ManCor
{4 |Didehe GAE dirzurr the zurrent exkernal arrerrment uikh the Enardffudic Cammikke e MCaun 2il? IF yor, didehe dirzurrion 1] =Minuter of
include: althe FarmoF the external arrerrment (Fullrcope verrurrelf-arrerrment with independent validation), Bl the ManCad
qualifizationr andindependence of the arrerrment keam (including any potential zonflize of inkerert), and 2l the noed ExCo
For more Frequent external arrerrmentr? (1312] Enardf
20 |Doyourtate thatthe inkernal audik a<tivity “zanfarmr with the Inkernational Standardr Far the Frofesrional Fractize 1] -External
of Internal Auditing ™ (13211IF yor, uhich documentrinclude the conformance notationr (e.q. internal audit charker, arrorrment
21 |Theinkernal auditacikivity urer the appropriate uording pertaining to(non)zonformanze in the internal audit charker ] -External
andfor audikreportr and related documentation thatir backed-up by the recultr emanating From the G AIF. (12211 arrerrmenk
22 |The CAEhar Farmally erkakblirhe d and documented a @AIF thakir zorrirkenk uith the Stoedordr and derzcribor 0 °
procedurcer koimplement all arpectr of the @AIF. (1300 and 1210]) FUrTerrment
2% | The RAIF cnabler the internal audit a<tivity to evaluate sonfarmanse with the DeFinitian of Internal Auditing, the Code 1] =
of Ethizr, and the Stondordr. (1300, 1310, 1311 and 1312) LT errmenk
zd | The QAIF ir uwredtoidentify opportunitior koimprove the inkernal audit aztiviky s oFficioncy and oFFe ckivenerr. (1200, ] =
1 and 1342) Arrorrment
26 |Thore ir cvidence of onqming revicur of the perfarmane of the inkernal audit ackivity, (1211] o Ficrultr of
2zt |Ferindizinkernal arrerrmentr are beingperformed azzording ko the Frequenzyfrzope inthe QAIF and are zonrirkent 1] =alF
withthe Inkernational Froferrional Fracticer Framework (IFFF quid 112111 Arrerrment
27 |Thereir cuidence of comprehenrive exkernal revicur by qualified, independent revicuerr. (1212 ] - Rerultr af
& |The rerultr of external and periadizinkernal arrorrmentr are Formally icaked torenior q kandthe 1] - Minuter of
EnardfAudit CommitteefGouncil upon completion. (1320] ManCafd
z9 |The rerultr of onqoing itoring are icated torenior q tand the Eoarddfudit Committeof Council 0 - Hinuter of
akleart annually. (1320) ManCod
%0 |Any nonzanforman<e with the Definition of Internal Auditing, Gode of Echier, and khe Stas dorde thak impa<tirkhe 1] - Ficrultr of
rcopeoroperation of the internal audit activity will ke dirclored torenior mapagement and the Boardéfudic Inkernal
%1 Flearelirtand camment anany patential confarmanse iruer related to Seandardr 1000, 1900, 1200, or the Code ghERhizr]) that were identificd ar part of yourself-arrerrment. m
IA Gevsrnancs i prurtunitisr Far Trps mf L Andic
Floare dorzribo thi GAE s virian and mirrion for the inkornal audit a ckiviky, the activity's 2ors waluss, andite alionbroruize objestivor andrtrato gior. Bobdsoa | achs D at




Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (3)

Flearc

"

22z |Keyinternal auditrkakeholderrunderrtand andruppart khe inkernal audit az w'rpurpors, aukhoriky, and ] ] (793 [T =Fecdbazk
=4 |Management auvailr the required rergurzer (i, Finanzial and humanl that will adequatelyruppart and help internal 0 -Rirk-
audit provide arruran=ze and conrulkingrervizer onall the high rickr identificd. barcd Flan
=5 | Are auditFindingr, crpesially highrirk ane'rreralued vithin arearonakble perind of time ar pre-agqrecd bekucon key n =Findinar
stakchalderr. rerolec
6 | The inkernal audit activity har developed oFFective uorking relationrhipr gith internal audicreake holder qroupr and 0 -Fecdbazk
underrkandr kheir cxpeckakionr and appetite For valuc-addedinkernal audikreruizer. Surusy
27 | The inkernal audik aztivity irindependentan paper (e ., Farmal reparkingreructure and relationrhipr)] and in prackize ] -
[ 4., sammunisatingrenritive audit reraler andrignifizanerickr). Qrqanoqra
2% |Inkernal auditrkakehald andreafFf E Eeli thatinternal audit har a culture of profesrionalierm. L] =Feedbazk
29 |The internal auditrtafFunderrtandr the CAE'r virion and the inkernal audit azkiviky'r zore valucr and zlicnkrervize ] =HMzekingrd
di | The inkernal audit azkivity Farkerr an idenkifiable culture af quality and zontinuourimprovementk. ] -
41 |The CAEhar arcat ak the bakle uhenorqanization-level operational, rirck manaqement, andrerakegic kopizr are L] -
dircurred. Committee

4z  Flearclirt and sommenton any of your leading prastizer orpotential opporkaniticrs Farimer tthat uereidentificd ar park of yourselF-arrcrrment.
|
SUMMARY OF RESULTS T —

_ Batinar Bllecatinm:
Completion Status Teranaly Paree or e 1
o Aares A E
L% Direwres 5 z
Stranaly Diraares IHo =0 1
Evaluated (Formula-driven ariteria)

Don't Knou [T o

Ficliance onf ure of the uork of Internal Sudit: The

N Responded to (Non-Formula aiteria)

W Variance

.
Dutcome EinlL it




Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (4)

A2 Internal Audit Staff (Initial Self-assessment)

BUALITY ASSURANCE SELF-ASSESSMENT PREFPARATORY TOOL - EXTERNAL ASSESSMENT

PLANNING GUIDE
AZ. INTERHAL AUDIT STAFF [3STANDARD 12007
Conformance with the 1A'z International Standards For the Professional Practice of Internal Anditing

Proficiency [1210] | Statements Rating Scoring X
Haz the CAE idzntificd and evaluated the collective core competencics, knawledge, and shillz that the inkernal audit ztaff | 4 - ez 4 44
muzk possess or obbain bo deliver on their responzibilities? [1210 and 2030]
Eloass comment on Al $he 088 COMBAAIRTIST Sy Mhise TOrWRRES 0 REDE CUFFont ohed w5 i intornad aualt
T s g
Haz the CAE addreszed the gaps emanating fram itz analpsiz that pertains bo the collective core competencies, knowledge, 4 - Tez 4
and zkills# (1210 and 2030
Are consideration given to spedialized areas of knowledge [e.g. IT, treazury, engineering, legalior compliance] when crafting | 4 - Tes 4
the A& audit plans7 (1210]
Hasz the CAE adequately made arrangements Far the required specialized areas of knowledge and =kills [=.q., [T, treazury, 4 -z 4

engineering, legaller compliance] required by the specific identificd audit cngagements ¥
W pos, IV R0 SRSl Sroas SV ARG ISR S |1 G Mol FERE ERED ERPIROTREE [, Fande
FENE STt FNSEDTFIDT FOITIIOR PO RS, O -FOMWSIRITT

The internal audit activity and staff have knowledge, skillz, and other competencies neede
(1210, Ciade of Ethics and 2050]

The inkernal audit activity and staff have knowledge, skills, and other campetencies needs
sngagemantz. [1210, Code of Ethics, and 2230]

whare zkillz ars lacking, the chisf audit executive [CAE] haz obkained competent advice 3
haz declined the engagement. (121041 and 1210.C1)

W' haye effective training and development policiestor practicesior procedures in place, [1210 and 1230 and 2040

Etaff performance iz reviewed reqularly and criterion uzed iz adequaks and appropriate For the needs of the inkernal audit
activity, [1230]

4 - Srrongly Agres

Auditors underge specific training bazed on callective staff training needs analyzis, including [T concepts and Fraud training.
(1230

4 - Ztrangly Agre:

Continuing professional development iz a priority and iz used to enhance and maintain internal audit campetencics. [1230])

4 - Ztrangly Agre:

Weighting T

S0%

Final Zcore

22,00

Type of
Eridence
- Qrganizational
needs azsessment
canducted [zkills
related)

wP
Ref.

Audit HNotes

- Competzncy
framewarks!matri

- Rezource plan
that addresses

- Collnzourcing
of skillz
[contract! Maoll)
- Training of staff

- Rezource plan
[which include 2z

- Dietailed Team
compaszitions [ie.

- Mlinutes!
Recordings of

- Competency

- Performance
Agreements [PA]

L0000

=
- List of krainings
underwent For the

- Training and
Developmental

Due Profescional Care [1220] | Statements

Are individual audit staff members made aware of their due professional care [Etandard 1220] rezponzibilities [¢.g. extent
af wark needed ko achievs the engagement's abjectives, use of technolagy-bazed audit and data analysis techniques, cast of
agsurance in relation to potential benefits], [1220]

4 - Errongly Agree

Confarmance ka due prafessional care [Etandards 1220] iz maonitared®

4 - Ztrangly Agre:

The lewel of due professional care expected of a reazonably prudent and competent internal auditar iz cansistently applicd
on audit engagements, [1220]

4 - Ztrangly Agre:

Scoring X
4 12
4
4

Weighting T

30%

Final Zcore

360

Type of
Eridence
- Mlecting
Minutez
- Zigned

wP
Ref.

Audit HNotes

Reviewlcoaching

98



Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (5)

15 Please list and comment on any potential confarmance issues that were identificd as part of pour self-assessment. Type of wP Andit Notes
Eridence Ref_

"lease review the Fallowing skakements and rate gour level of agreement [Etrongly Agree, Agree, Dizagres, Strongly Dizagres, and Don't Know].

1A staff swccessful practices & potenatial opportunities For improvement | Statements Rating Rating Scoring T weighting T Final Ecore Type of w'P Audit Notes

Evidence Ref.

The inkernal audit arganization structurs promotes the achizvement of the inkernal audit ackiviky'z mizziondgeals.

T | Internal audit staff campetencies [in the Following four CEOE 2010 categorizs] suppart the internal audit activity's ability ta
deliver the value propositian,

1T | Gemeral Competencies [&.g. communication, ability ta pramate the value of internal audit-advacacy, problem 4 - Ztrangly Agree - Competency
identification and salution zkillz) framewarks!matri

1T | Behariowral Ekills [c.q. confidentialivy, objectivity, judgment, integrity, works well with all management levels, 4 - Ztrongly Agrec 4 - Competency
governance and cthics sensitivity] framewarks!matri

1T [Techmical 3 [e.g. understanding the business, risk analysiz and control assessment kechniques, business process 4 - Ztrongly Agree 4 - Competency
Iyziz, rizk analyziz and contral techniques] framewarksimatri

17T |Kmowledge [2.g. auditing and standards, arganizaticnal culture, governance and rick management, industry knowledge] 4 - Ztrangly Agres 4 - Competency
el
15 | The inkernal audit activity contributes ko the organiaation’s management development, 4 - Ztrangly Agres 4 - Advocacy of 1A

13 | The inkernal audit activity iz ackive in profeszional aszaciation badizs, 4 - Ztrangly Agree 4 - Membership
20 | Internal audit activity clients belieye that the internal audit staff understands the business and have the competencies needed |4 - Skrongly Agree 4 - Client Feedback

to add value. Furveys

21 | Erakehalders view internal audit s 3 source of talent. 4 - Etrangly Agree 4 - Client Feedback
22 | Internal audit staff members believe they are working in a highly productive and profeszsional internal audic activity and take |4 - Strongly Agree 4 - Ztaff Feedback
pride in their value-added andit services. Surveys
23 | The internal audit activity and staff are developing their proficiencics [e.g. data mining an 4 - Ztrongly Agree - Certifications!
[e.g. strateqic, buzsinesz, data privacy, cpber zecurity] that will be needed in the near Fukur Bualifications
24 Please list and comment on any of your leading practices or potential oppartunitics Fori Type of Audit Notes

Evidence
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (6)

A3 Internal Audit Management (Initial Self-assessment)

BUALITT ASSURANCE SELF-ASSESSMENT PREPARATORTY TOODL - EXTERNAL ASSESSMENT ATOPPED???

PFLANNING GUIDE

Ad. INTERNAL AUDIT MANAGEMENT [3TANDARDS 2000, 2100, 2600, AND 24507

Conformance with the A s International Standards For the Professional Practice of Internal Aunditing [1IZPPIA]
Manaqging the Internal Andit Activity [2000 and 2450) and Communicating the Acceptance of Rizks [26007

wP
Ref.

Aundit Notes

Planming [2010) Ecoring T

weightin
ax

Fimal Type of
Score Evidence

1 [Haz the TAE taken inko account the organization's strategicannual planz, risk management frameworkiregisters, and 4 -Tez 4 ] 1,36 - Audit
infarmation kechnology plans amengst others in developing the rizk-bazed audit plans [Ehrec-gear relling and annual Universe
audit planz] and the priorities of the inkernal audit activie? (20107 linked to
Dezcribe how these documents amongst others has been uzed in the audit planning process. arganizatio

Laial

2 | Has the internal audit activity considered and taken into account the completeness of the audit universe ® 4 - Yoz 4 = Al
Diescribe how the internal audit activity cnsures the complekeness of the audit universe. functions
Alz0 comment an ang potential auditable activitics that have been cxcluded from your plan or are placeholders [ic. have and
not been audited) for future coverage. [2010] business

3 Ehow the percentage of the inkernal audit activity's staff time and or contract [outsaurced) sery
activity's timekeeping system does not Facilitate claszifwing time in this manner, provide 2 rough
timekecpingdtime management spstem will be reviewsd during the azsessment team'sdvalidatar's

applicd ta i | nce ing activitics. [Moke: | nal audit Type of WP Andit Notes
imate and ' I internal au ity's syskem. The inkernal audit activit's (83000 P TS0 5 £ 8
Azsuran |Consulti Core Support Percenta
e g Fanction i ge [X)

Actirities

Performance audits

Audit of Performance Information [AoPl]

Financial Audit Hours
Compliance Audit Hours
Oparational Audit Hours
Human Resources Awdit Hours
IT audits Audit Hours
Governanas reviews Audit Hoursz
Rizk management Audit Hours
Fraud dekection and investigations Audit Hours
Pl d amdit ig ts 0 o o 0

Planning fisdds Sradegis s e Fow Sernad auat Kans ot Audit Hours

Adhoc assignments

Administration: General management, training, and other adminiztration

Public holidays, all tppes of leave faeeead siok, stwal, ofcf

Dther assigaments

Audit Hours

Mon-audit hours: Adm

ACTUAL TOTAL

PLANNED TOTAL

YARIANCE /Mwst be cere fo balfaacel

Mon-audit howrs: Othe

100



Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (7)

4 Bricfly describe your periodic reporting to senior management and the BoarddAudit Committee!Council [i.c., Frequency and content of mectings, informal contacts, frequency of private sessions with the Type of WP Audit Nokes
Ecard!Audit CommitteaCouncil, etc.]. Alze comment on zenior management and or Eoarddaudic Committes/Council expectations regarding overall apinionz (2010.A2 and 2450] and any other comments about |83 T [TTC 0 10 8
communicationfreporting prackices, [2020 and 2060]

5 Briafly describe the process thak iz used to develop, maintain, and implement the internal audit policies!procedures manual. [2040] wP t Hotes

& Please lisk the other azzurance providers within the organization [2.g., compliance, quality, cnvironmental, rizk management] and bricfly dezeribe how the internal audit activity sharez information and coordinates PR TIS0T Audit Notes
ackivitics with theze groups, [2050] Alze comment on any uze of azzurance maps [Practice Advizory 2050-2] and internal audit's reliance on the wark of ather azsurance providers [Practice Advizory 2050-3] Ervidence
and the interaction with subject matter experts from within the arganization [e.g., guest auditars). ¢.q. Combined Assurance Framework

T Please list any third-party providers of outsourced or co-sourced internal audit services used by the organization. If the internal audit activity is outsourced, describe how the third-party provider has made the Type of Audit Nokes
arganiaation awars that the organization has the rezponzibility for maintaining an effective internal sudit activiey., (20707 If internal audit zervices are co-zourced, pleaze briefly describe the interaction with the Evidence
third-party provider.

ease review the Following statements and rate your level of agreement [Strong , Dis: 3 Iy Disagree, and Don't Know).

=

Rating Rating weightin  Final
gt Zcore

Type of WP
Evidence Ref.

Audit Notes

The chicf audit executive [CAE] has established risk-based audit plan(s) consistent with the org 4 - Ztrongly Agree X - Audit
(201041 and 2010.C1) Flans

The CAE identificd and considered the input and expectations of the Board?! Audit Committeelt - Meeting
and ather stakeholders in developing the plan, (201041 and C1) minutes!
The plan[s]) provides sufficient coverage of the organization's governance and risk management - Audit Fans
and 2120]

The plan[z] provides sufficient coverage of the organization’s control proceszs, (2010 and 2130 - Audit Pans
The plan(z] provides sufficient coverage of infarmation technology governance, current systems, systems under 4 4 - Audit Pans
development, and technalagy management izzues, (2000, 2110, 2120, and 2130)

The plan[s] isfare reviewed and adjusted, as necessary, in response to changes in the arganization's business, risks, 4 - Ztrongly Agree 4 - Updated
aperations, programs, systems, and controls. (i, Any changes from the approved plan(=] during the year are tracked) Audit

[2010 and 2020] Flan[z)
Resources [human and technalogy) and financial budgets are appropriake, sufficient, and effectively deployed ta 4 - Strongly Agree 4 - Mlecting
suppart the completion of the approved plan(z). (2030 and 2020] minutes
Appropriate internal audit policies and procedures have been documented and communicated relative bo the size, 4 - Ztrongly Agree 4 - Evidence
struckure and complexity of the wark of the internal audit activity, [audit ztaff, senior management and EoardAudit of

Committe s Counsill [2040] mmunicat
Internal audit palicics and procedures are understood and uzed by the internal audit staff, [(2040] 4 - Strongly Agree 4 - Mlecting
Internal audit work iz effectively coordinaked with that of the external auditors and with internal providers of azzurance | 4 - Strongly Agree 4 - Mlecting
and conzulting services, [2050] minutes (ko
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (8)

Communication [2400) and Communicating the Acceptance of Risks [2600] Statements

Rating

Rating

Scoring T

weightin

Fimal
Fcore

Type of
Eridence

wP
Ref.

Audit Notes

where
Documented

21

22

23

24

The internal audit charter (10007 2nd 2 dizeuzsion of the Definition of Internal Auditing, Code of Ethics, and the 4-Tes 4
Stawderas. [1010).

Annual [ak lzask] confirmation of the organizational independence of the inkernal audit activity, (11107 4-Tes 4
& dizcuzzion of the need for more frequent [than five years] external asseszments and the qualifications and 4-Tes 4
independence of the external reviewer or review team, including any pokential conflicks of interest. [1311]

The resules of the quality azzurance and imprevement program to zenior management and the Board!Audit 4-Tes 4
Commitkze!Council. [1320]

There iz evidence that the CAE has communicated the internal audit activiey's annual plan, including the impact of 4-Tes 4
resource limitations, ta senior management and the Board! Council! Audit Committee For review and appraval. [2020]

& dizcuzzion and consideration of the expectations of senior management, the BoardlAudit Committea!Council, and 4-Tes 4
other stakeholders For internal audit opinions and other conclusions. [2090.A42 and 2450)

Pericdic reporting includez significant risk exposures and contrel izsues, governance izzues, and the communication of |4 - Tes 4

management's acceptance of risks that may be unacceptable to the organization. (2060 and 2600)

g%
15%

- Meating
minutes!

- Mecting

- Meating
minutes{Em

-l
Gluarkerly

- Meating

minutes

- Meating
minutes!

- 14
Guarterly

HNature of Work [2100]

25

Please review the followin

26

261

26.2
26.3
264

26.5

a7

24

23

2ad
23.2
283
234
235

Please describe the inkernal audit activity’s role in risk management. [2.g., no rele, assurance, support, or managing and coordinating the process - Practice Advizory 2120-1) Alzo comment on any legitimate
roles that inkernal audit can play if safeguards exist (g, Facilitaking the identification and evaluation of risks - Pasition Paper, The Rale of Inkernal Audit in ERM] and ang management respanszibilities that the

internal audit activities azzumed. (2120055 and Pozition Paper, The Rale of Internal Audit in ERM)

Type of
Evidence

wP
Ref.

Aundit Notes

statements and rate your level of agreement [Etrongly Agree, Agree, Disagree, Strongly Disagree, and Don't Know].

The inkernal audit activiey can demonstrate thak it has aszeszed and mads appropriate recommendations oF the Follaiving 35 5% 527
governance activities [210):
Ethicz-related programs and activitics that are uzed to promeote appropriate cthics and valuez within the arganization. £ 4 - Strongly Agree 4 - Ethicz
Enzuring effective orqanizational performance management and accountability. 4 - Errongly Agres 4 - Beports
Communicaking rizk and control infarmation bo appropriate areas of the orqanicakion. 4 - Ebrangly Agree 4 - hAecting
Coordinating the activities of and communicating information ameng the BoardfAudit Committee! Colneil, external and ©f 4 - Strongly Agree 4 - Meating
internal auditors, and management. minutes
Infarmation technalagy governance of the organization sustainz and supports the organization’s strategies and 4 - Zrrongly Agree N - Meating
objectives. [2110.42] minutes on
The inkernal audit activity can demonstrate thak it has evaluated the cffectiveness and contributed ko the improvement of |4 - Skrongly Agree N - Review of
the rizk management processes, [2120]) rizk
The internal audit activity can demonstrate thak it has assisted the organization in maintaining an effective control 4 - Strongly Agree . - Audit
process by evaluating their effectivenezs and efficiency and by promating continucuz improvement, [2130] reparts
There iz evidence thak, whers appropriate, the scope of individual audit engagements includes the rizks and controlz
relating ta the arganization's governance, aperations, and information syskems regarding the (2120041, 2930041, and
Achigyement of the organization's strateqic objectives. 4 - Errongly Agres 4 - Audit
Reliability and integrity of financial and aperational informaticn. 4 - Ekrongly Agrec 4 - Audit
Effectiveness and cfficicncy of operations and programs. 4 - Etrongly Agres 4 - Audit
Fafequarding of assets. 4 - Ekrongly Agrec 4 - Audit
Compliance with laws requlations policies, procedures, and conkracks. 4 - Ebrongly Agree 4 - Audit

i izati z gk Lot b 45w 4 Shudit
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (9)

1A Manaqgement successful practices & potestial opportasities for improvement

| Please provide examples of how the internal audit activity has contribuked to the improvement of the organization’s governance, risk management, and contral processes. Alzo comment on any current priorities  [59E TI30T S0 4 Andit Nokes
and future plans ko increase the value of the internal audit activity's services, Evidence ReF.

Pleaze review the Following statements and rate gour level of agreement [Strangly Agree, Agres, Dizagree, Strongly Disagres, and Don't Know].

Shatements
32 Internal audit rizk-bazed planning process iz continuous and improves their Focus on emerging risk issues. (2010 and 4 - Ztrongly Agree 4 14 0,00 |- Audit Plan
2020) [all
F3 Fenior management and the Boardd Audit Committee!Council view internal audit as a respected advizor and a valuable 4 - Strongly Agree 4 -
zource of insight and faresight., (20607 Etakehalder
34 Internal audit stakeholders value inkernal audit's azzurance activitics and belizve that inkernal audit has contributed ko the
improvement of the organization's [2100 and 10007

4.1 Governance process. 4 - Etrongly Agree 4 -

34,2 | Rizk management process. 4 - Etrongly Agree 4 -
Etakehalder
survey

34,53 | Control envirenment and process. 4 - Ztrongly Agree 4 -
Ztakehalder
survey

35 Pleaze list and comment on any of your leading practices or potential opportunitics for imprasement that were identified 522 park of your self-azsessment. Type of WP Aundit Notes
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (10)

A4 Internal Audit Process (Initial Self-assessment)

BUALITY ASSURANCE SELF-ASSESSMENT PREPARATORY TOOL - EXTERNAL ASSESSMENT

PLANNING GUIDE
Ad INTERNAL AUDIT PROCESE [STANDARDE 2200, 2300, 2400, AND 25007
Conformance with the HIA's International Standards For the Profecscional Practice of Internal Aunditing
1 Bazed onyour current audit plan, what iz gour miz [percent of audik plan] of aszurance, consulting, or “blended” [i.e., incorporates azpects of bath consulting
and aszurance in a combined method, per Implementing the International Professional Practices Framework [IPPFI) engagement=¥ Do you think thiz mix of internal
audit services will change or remain the same in the next three pears®

Type of Engagement

Azzuranc: Engagements % %
Conzulting Engagements [or Advisory Zervices] E Ed
Elended Engagements [Combined Conzulting! Azzurance] £ ]
Total ox 0x
YARIANCE [Muzt be z¢ro to balance] 100%E 100X

Azsurance and Consulting Engagement= Files Rating Rating Fcorin Weightin Final  Tepe of WP Andit Notes
q%x qX Ecore Evidence Ref.
2 | Dz your internal audit activity bazed on wour current internal audit policies/proceduresior practices have a checklizt of all minimum key documents that are 4-Ves 4 T 20% 143 |- Checklist
required on all azsurance engagement=? of minimum
3 | Do your internal audit activity bazed on wour current internal audit policies/proceduresior practices have a checklizt of all minimum key documents that are 4 - Tez 4 - Checklist
required on all consulting cngagements? of minimum
I P iead m L " L
4 | Are assurance and consulting engagements covered by wour internal audit activity's engoing quality andior periodic internal assessments? [Practice Advisory 4 - Yes 4 - Audit
131-1] IF pes, please bricfly describe the resulks of the most recent review and any actions that wers initiabed to improve conformity with the Standards, Files
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (11)

Pleaze review the following

2

L]

=2
24

L5

25
26

21

25

policies!procedures])

Engagement planning considers the objectives of the activity being reviewed, significant rizks, and the adequacy and effectiveness of the activiey's rizk 4 - Strongly Agree 4
management and control proceszes, [2201)

Engagement planning conziders the opportuniticz For making significant improvements bo tha activity's gotternance, rizk management, and contral progesses, 4 - Strangly Agres 4
[2201)

Engagement objectives reflect the resulks of the preliminary risk assessment (2210 and 221081-A2] and use an adequate crikeria ko evaluate governanee, risk 4 - Strongly Agree 4
management, and conkralz, (2210, 22100473)

Engagement scope considered the relevant systems, records, personnsl, and physical properties [including thase underthe control of third partics]) andis 4 - Etrangly Agres 4
consistent with the audit objectives. [2220]

There iz evidence that appropriate resources [e.g., staff] are allocated to achieve engagement objectives, [2230] 4 - Strongly Agree 4
Engagement work programs are developed, establizhing the procedures Far identifying, analyaing, evaluating, and recording the information needed bo achicre 4 - Etrangly Agres 4
the engagement objectives. [2240]

Priar to implementation, the work pragram and subzequent program sdjustmentz are farmally spproved. [2240.41) 4 - Strangly Agres 4
‘warkpapers include all the relevant information o achiewe the objectives. [2310] 4 - Strongly Agree 4
Concluzions and engagement rezultz are based on appropriate analyzes and evaluations. [2320] 4 - Strangly Agres 4
Eufficient information iz documented to support the concluzions and audit results. (25507 4 - Ftrongly Agrec 4
“wWorkpapers have controlled access and are retained according to the policy of the organization. [2330.A41, A2, and C1) 4 - Strongly Agree 4
There iz evidence thak engagements are properly supervized te enzure abjectives are achizved, quality iz azsured, and ztaff iz developed. [2340) 4 - Etrangly Agres 4
Communicationz include the engagement’s abjectives and scope az well az applicable conclusions, recommendations, and action plans. (2410] 4 - Strongly Agree 4
If appropriate, an opinion or concluzion iz included in the audit report. [2410.41 and 2450) 4 - Strongly Agree 4
Engagement communication iz accurate, objective, clear, cancize, constructive, complete, and timely, [2420] 4 - Strangly Agres 4
If 2 Final communication conkains a significant errar or omission, corrected information iz communicated ko all parkies. [2421] 4 - Strongly Agree 4
If appropriate, reports state that the engagement waz “Conducted in conformance with the Sefansetionn Sranaand for Mhe Eroforafona Eractice o8 fntorns’ 4 - Strongly Agree 4
Hugiing . [2430]

If required, engagement communication dizclazes noncanfarmance with the Diefinition of Inbernal Auditing, the Code of Ethics, or the S¥andhrg [2431) 4 - Etrangly Agres 4
Final results are communicated ko appropriate personnel according to the policy of the organization. (2440, 2440.41-A2, and 2440.21-C2) 4 - Strongly Agree 4
A system iz used to moniter inkernal audit results to ensare that management actions have been effectively implemented or that zenior management has accepted | 4 - Strongly Agree 4
the risk of not taking action. [2300.41)

The monitoring system iz uzed to communicate the disposition of internal audit results bo senior management. [2500] 4 - Strongly Agree 4
If 2 management action has not been effectively implemented, ar if senior management has accepted the risk of not kaking ackion, the chicf audit executive [CAE] |4 - Strangly Agree 4
will communicake the makter to relevant stakeholders. (2500 and 2600]

Owr current policicstprocedures covering azsurance engagements are designed to provide reazonable azzurance that the internal audit activity conforms with the |4 - Strongly Agree 4
Erandardz. [Standards 2200 - 2500

Owr current inkernal audit policics!pracedures are being applicd conziztently on all azzurance engagementz. [please refer ko A2 For specific 4 - Strangly Agres 4

402

22,86

Type of WP
- Systems
description

- Syskemz
dezcription

- Rizk and
Contral

- Zyskemsz
description

Engagemen

- Approved

- Reviewed

- Reviewed

- Reviewed

- Audit file

- Review!

- Audit

- Audit

- Audit

- Email!

- &udit
report (5]

- Audit

renork (21

- Audit

L
- Fallow-
upl

- Follow-

L
-4
Guarterly

- Relevant
policies!

Confarman
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (12)

Pleaze review the Fallowing

23

3

=

3

32
3

L5

34

3

=]

36

3

=

1A

Conzulting cngagements are accepted bazed on their potential to improve management of rizkz, 2dd value, and improve the organization’s operations., [(2010.C1
and 2201.C1)

4 - Zrrangly Agres

On significant conzulting engagements, inkernal auditors document their understanding of the client's objectives, zcope, rezpective rezponsibilities, and other
client expectations., [2201.C1)

4 - Srrongly Agree

Conzulting cngagement objectives addrezz governance, risk management, and control pracesses to the exkent agreed upon with the clicnt. [2210.C1and ©2)

4 - Srrangly Agres

The zcope of the engagement iz sufficient to address the agrecd-upon objectives, [2220.C1)

4 - Srrongly Agree

There iz evidence that appropriate rezources (2.9, skaff] are allacated bo achicve engagement objectives. [2230]

4 - Srrangly Agres

Communication of the progress and results of engagements are appropriate based on the nature of the cngagement and the needs of the client. [24100C1)

4 - Strongly Agree

If zignificant governance, rizk management, and control izsues are identified, they are communicated to senior management and the Board! Audit
Committee' Council. [2440052)

4 - Srrongly Agree

The dizpasition of resultz of conzulting engagements are monitored ba the exkent agreed upon with the client, [2500001)

4 - Zrrangly Agres

Tepe of WP
190 |-

Mativation

- Zcopingl
Flanning

- Bcoping!
Planning

- Zcopingl

Engagemen

- Mlecting
Minutes

- Audir
report with

- Fallaw-
up

Pleaze list and comment on any potential conformance issues that were identified az part of your self-azzessment.

process successful practices & potestial opportunities For improvement

35 Onoatypical azsurance or consulting project, how much time (using percentages] iz zpent in the planning, performing, and communication stages of the project? If necded, uze 2 range of percentages [e.g., Planning = 10% to 30%).

33 Dezeribe any perfarmancedar productivity meazures that are uzed bo monitor the efficiency and effectivencss and quality of the internal audik process, Alze comment on any strengths or oppartunitics that have been identificd uzing the performal pe 0

Phaze or Ack

Planning the Engagement % %
Performing the 'work % %
Communicating the Pesults X k4
Total 0z LIE4
YARIANCE [Must be zero to balamce] 100% 100%

Diaes thiz in any way affect the rating, ie. GCIPCIDNCT

-Toalz!
techniques!
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (13)

Clizat Feedback Processes

41 [Intarnal audit technology is being used to enhance internal audit process officiency and deliver value-added resultz,

Rating Fcorin Weightin

Fimal Typet of WP Andit Notes
Score Ervidemce Ref.
0,36 |- Auditeed
Etakshalder

Tureey

a
- Strongly Agres

4 4
42 | Daka mining techniques and continuous auditing are being effectively used. 4 - Strongly Agree 4 - work
43 | Internal audit project planning iz uzed to identify clicnt cxp ionz and idenkify opp itics b add valus, 4 - Zerangly Agres 4 - Mazting
44 | Effective project management bechniques arc uged in performing internal audit projects. 4 - Strongly Agree 4 =Tools!
45 [ Clientoistakcholders perceive internal audit communication as insightfl, impactful, and constructive. 4 - Strangly Agree [ - huditeet
46 | The internal audit activity has 3 strategy ko continwously improve the internal audit process, 4 - Ftrongly Agres 4 - Strategy
4T Flease list and comment on any of wour leading practices or potential opportunitics for improvement that were identified a5 part of your self-assessment, Type of WP

MMARY OF RESUL

Completion Status

so% I o

Evaluated (Formula-driven criteria)  ® Responded to (Non-Formula criteria)  ® Variance

Eraluation Area Total Criteria per

Evalwation Area Sxrongly Agree | Tes

Agres

Batings Allocation:

Strongly Dont Total !
Dizagree | Ho K Rating
fAcraal}

12

% - 100% Thapels to  Strangly Agres | Tes 4 4
Agree A 3
Dizagree 5] H
Etrengly Disagree | Mo 0 1
Cion't Know Ok 0
Reliance on! use of the work of Internal

Scoring
Zcorin Weightin | Fisal Score
9% =)

96

32

4

< 27.28.361

24

168

Conclusion

Outcome Generally Conforms
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Appendix 4.1: Proposed Quality Assurance Self-assessment Preparation (QASP) Tool (14)

Monitoring Progress of Initial Self-assessment

HOHITORIHG - PROGRESS

HOHITORING - FPROBRESS
F
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