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Good morning! 

I’m Tim Watkinson, a District Auditor in the Audit Commission’s Audit Practice, and I’m delighted to be with you here in Vilnius to tell you a bit about how we have  ensured all our audits are undertaken to the same high standards. 

My presentation is centred around the 5 key components for delivering a high quality audit and I will conclude by sharing with you the results from our quality monitoring regime so you can judge if it was all worth it!

But first a few words to set the scene …



“World Class Audit”: 
Developing a Culture of Quality
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The Audit Commission has stated that it wants its auditors to be World Class!

Developing a culture of quality is fundamental to that.

Well, if we can’t quite manage it with football, perhaps with audit? 
At least we won’t be beaten in a penalty shoot out.

By the way, the slide gives us a glimpse of the future in our world … attractive young people in sharp suits. 
I’m afraid our delegation here can’t quite match that, at least speaking personally.



Aim

To describe the recent work of the Audit 
Commission in developing and improving the 
culture of quality in the organisation
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The aim of my session is …

to describe the recent work of the Audit Commission in developing and improving the culture of quality in the organisation



Why is Quality important?

To provide assurance that all audits:
• Meet all legal and professional standards
• Reach consistent judgement and 

conclusions
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First it may be helpful to say what we mean by quality.  Quality is rather difficult to define and measure 

But ultimately quality is just about making sure we do the right things in the right way, and we do this consistently.

We want to make sure we meet professional standards, including ISAs – much more about that shortly. We also want to make sure that all auditors would reach the same conclusions if they were given the same evidence
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This diagram represents what we mean by quality in practice.

I’ll talk through the 5 components, as shown in the wheel, in the next few slides. 

But first I wanted to say a very few words about the outputs, shown at the bottom of the slide. These were very important for us.

The expected outputs from a proper quality framework were as follows:

Audits that would be compliant with the International Standards of Auditing (more on this later).�
Audits that would be at the right fee. (The organisations that we audit have to pay for our audits, and we wanted to make sure that they pay the right price for an audit undertaken to a professional standard).�
Audits that would have impact and learning built in (so that the organisations get as much benefit from the audit as possible and so that we can ensure any identified improvements are applied elsewhere).� 
And finally audits that would lead to a good report from an independent assessment of these audits (again more about that shortly).

So I’m now going to talk through each of the 5 components of the wheel in turn, starting with Culture.




Culture & Behaviour
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We recognised we needed to get people thinking and behaving in a totally different way … we wanted to change the culture and behaviour of the organisation.

Here’s what we did …



Culture & Behaviour

‘An environment where quality is valued, 
invested in and rewarded’

– Leadership emphasises importance
– Understanding and compliance with rules and 

guidance
– Infrastructure supports quality focus – Technical, 

legal, HR
– Financial issues must not compromise quality
– Consultation on difficult issues
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We recognised we needed to create an environment where quality is valued, invested in and rewarded.


Leadership is crucial here – I’ll say more on that in the next slide

We had to make it clear how important it is to understand and comply with rules and guidance.

We had to make sure that the infrastructure supported our focus on quality – including Technical, Legal and Human Resources support.

We had to ensure that the fee was big enough to provide an audit at the level of quality we believed was necessary. 

And we had to make sure auditors consulted on difficult issues.

We gathered all our senior staff together and gave them these messages.



Leadership
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Getting the message from the top is always important.

We had a big emphasis on Leadership.

Here’s how we did that …



Leadership

• Key roles agreed
– Director of Professional Standards
– Head of Audit

• Tone from the top
• Communication channels
• Clear vision, objectives and targets for all
• Reward mechanisms
• Keep emphasising quality in performance
• Annual transparency report
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We created a new post of Director of Professional Standards. And our Heads of Audit, of whom Stephen Taylor was one at the time, had a big push on this to ensure everyone knew how important it was.

This was cascaded through our communication channels, with a clear vision, objectives and targets being set for all.

Compliance was monitored as part of performance management.

And we reported publicly on how we’d done, in an ‘Annual Transparency Report’



Audit Processes
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Next, we made sure the audit processes supported the improvement in quality. This is our new Audit Manual, automatically installed and updated on everyone's lap top.



Audit Processes

• Emphasis and training in professional 
standards (ISAs)

• Revised Methodology and Tools
• Ethical Standards – training and manual
• Technical Support - improved
• Review and Consultation processes
• Specialisation promoted
• Good practices shared
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We introduced a big emphasis and training in professional standards (the International Standards on Auditing, or ISAs). All big audits in the private sector are now carried out in line with these internationally recognised standards. After the ENRON, World Com and other well publicised accounting disasters, it was clear that important issues had not been picked up and dealt with properly by auditors. 

We wanted to make sure our audits were compliant with recognised standards. So we put in place mandatory reading and training for all audit staff. Some of this was ‘on line’ and some was team-based ‘classroom’ learning.

We introduced revised Methodology and Tools that took account of the ISAs.

We also had training and a separate manual for Ethical Standards.

The level of Technical Support was also improved to assist with consistency. Indeed I headed up a specialist unit to help auditors with complex issues.

We promoted specialisation so that we had expertise in particular areas. For example Mick Waite had a lead role in the Audit Practice for Health.

We encouraged people to share their experiences and any ideas to promote good practice.



HR Processes
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Good people management skills are necessary



HR Processes

‘Right people, right place, right time’

• Appraisal with focus on quality

• Promotion processes reflect quality issues

• Objective setting includes quality objective for all

• Performance monitoring

• Training – mandatory technical twice per year

Moderador
Notas de la presentación
Audit quality is not just about the technical aspects of auditing, ultimately it is about the quality of the people doing it.

All annual appraisals now have quality as a key aspect.

Promotion to new posts has depended on being able to demonstrate a good track record in audit quality when being interviewed.

In fact quality is a part of all HR processes, from objective setting at the start of the year, performance monitoring throughout the year and as I say the annual appraisal at the end of the year. 

There has been technical training twice each year that all our staff have to attend.




Monitoring and Review
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We’re auditors so checking up on people – sorry, ‘monitoring and review’ - comes naturally to us.

Here’s how we went about that …



Monitoring and Review

• Local Quality Reviews

• Internal Quality Monitoring Reviews

• External reviews of NHS Trust Audits

• Audit Inspection Unit Review

– Audits

– Audit Practice overall

• Compliance Review
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To ensure that we meet our standards and that the methodologies remain fit for purpose, we have ongoing monitoring processes.

These processes have been both internal - with some auditors being given a specific role to review their colleagues’ work and report back their findings (Local Quality Reviews and Internal Quality Monitoring Reviews) - and also external processes, with people from the private sector being invited in to subject our audits and our audit practice to the highest professional challenge possible. It didn’t feel ‘comfortable’ for us, but we got a lot out of it. Yes, we actually voluntarily asked for this, and paid for it!

Finally we had a much stronger emphasis on hitting deadlines – a Compliance Review -  with active monitoring of dates by when audits were completed.



How did we do?
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So How did we do?



Audit Practice
Comparative quality performance 2009-2011
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You can see a year on year improvement in the Audit Practice. Our quality now compares favourably with the audit firms.




Results – Quality of Audits
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The scoring rules applied for quality reviews are as follows:
1 = Improvement required (significant)
2 = Acceptable overall with improvements required
3 = Acceptable with limited improvements required
4 = Good
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Again you can see year on year improvement, with just under 80% of audits scoring at either level 3 or 4 on our 4 point scale in 2010/11, and no audits at level 1, where significant improvement would be required.



Results – Delivery of Audits on time
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The timeliness of our delivery is also excellent – we are ‘Audit Practice’ at the extreme left of the chart. This compares well against the firms. 

We’ve just had the results of the 2011/12 local government audits – we delivered 98% of opinions by the due date. An exceptional performance in any year, but in our last year of operation it is truly remarkable. We couldn’t have done that without such a strong culture of quality. 
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Thank you.

I’d be happy to try and answer any questions.
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