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1.0 INTRODUCTION

The Institute of Internal Auditor (IlA) states
that the
independent,

internal auditing plays an
objective assurance and
consulting role. They are intended to add
value by playing its auditing role in assisting
the public sector to achieve their objectives
efficiently, effectively, economically and

ethically (4Es) (IlA, 2015, p.5).

The Internal Audit Capability Model
(IA-CM)

In 2009, the Institute of Internal Auditors
Research  Foundation released an
evaluation model, namely the Internal
Audit Capability Model (IA-CM) to assist
the assessment of internal auditor of the
public sector performances in a
systematic way (The [1IA Research
Foundation, 2009, pp. 5-7). The IA-CM
draws a framework that identifies the
internal

basic need for an effective

auditing in the public sector.

The IACM framework is used to identify
the basic needs for an effective internal
auditing in the public sector. It help guides
the establishment of IA step by step in
progressing from level of internal auditing
typical of a less established organisation
effective, internal audit

to a strong,

capability that are generally associated

with a more mature and complex
organisation.The improvements of KPAs at
each level provides strong foundation to
progress to the next capability level and
known as the building block approach.
There are a total of 5 progressive
capability level from Initial (Level 1),
Infrastructure (Level 2), Integrated (Level

3), Managed (Level 4), and highest

capability level Optimizing (Level 5),

referencing to Figure 1.

There are six important elements to assess
the IA activities and each element has its
Key Process Areas (KPAs) and all KPAs, up
to and including the KPAs at a given level
must be mastered and institutionalized to
achieve that level. The elements and their
KPAs are as shown in Figure 2.

Exhibit 1.1
IA-CM Levels

IA learning from inside and outside the
organization for continuous improvement

IA integrates information from across the organization
to improve governance and risk management

LEVEL 5
Optimizing

LEVEL 4
Managed
A

Sustainable and repeatable IA practices
and procedures

No sustainable, repeatable capabilities —
dependent upon individual efforts

uniformly applied

LEVEL 1
Initial

LEVEL 3
Integrated

LEVEL 2
Infrastructure

Figure 1:1ACM Model Capability Levels
Source: The liA Research Foundation, 2009
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Exhibit 1.5

Internal Audit Capability Model Matrix

Services and People Professional Performance Manag (o] I Rel h Governance
Role of IA Management Practices and Accountability and Culture Structures
LEVEL 5 . Leadership Involvement Continuous Improvement " . . . Independence, Power,
Optimizin IA Recognized as with Professional Bodies in Professional Practices Public Reppmng of Effective gnd O_ngomg and Authority of the
P 9 Key Agent of Change IA Effectiveness Relationships 1A Activi
Workforce Projection Strategic IA Planning iy
1A Contributes to Management . Independent Oversight
I'I"E;:‘E:g‘:d Overall Assurance on Governance, Development Audit Strategy Leverages el if“eg'aél(o)" Oft't . CAE Advises and o?th elA Activityg
i a no ization's M\ i ualitative and Quantitative "
Risk Management, and Control A Activity Supports P Bodies V's Mar of Risk -y et Influences Top-level Management CAE Reports to
Workforce Planning Top-level Authority
LEVEL 3 Advisory Services Team Building and Competency Performance Measures Coordination with Other :
Integrated . Quality Management Framework i Review Groups Management Oyeyslght
gral - P?rfo'\rnmance}( @ Professionally A Cost Information of the IA Activity
/alue-for-Money Audits i Risk-based Audit Plans i 7
y Qualified Staff A Management Reports In;v?agr:aal i?n";ﬁ$$::;1°f Funding Mechanisms
Workforce Coordination 9
LEVEL 2 A 5 Professional Practices i
Infrastructure C(;mgli?nce Individual Professional Development and Processes Framework IA Operating Budget Managing within the T::L?;ﬁ?;;og?;g’gmﬁ:;?:
uditing Skilled People Identified . 5 1A Activit; ' '
and R2cruited Audit Plan Based on Management/ IA Business Plan Y Reporting Relationships Established
Stakeholder Priorities
LEVEL 1 Ad hoc and unstructured; isolated single audits or reviews of documents and transactions for accuracy and compliance; outputs dependent uopn the skills of speclf“ ic individuals holdlng the position; no specific professional practices established other than
Initial those provided by professional associations; funding approved by as ded; absence of i turer; auditors likely part of a larger | unit; no establisk i therefore no specific key process areas

Figure 2 : IACM Model Six Elements and their Key Process Areas

Source: The lIA Research Foundation, 2009

2.0 RESEARCH METHODOLOGY

An IACM checklist was developed and
translated based on the IACM KPAs to use
as the main analysis tool in order to
conduct the in-depth understanding of
the capability level at the Public Sector B.
It will assess the capability level for each of
the six dimensions outlined in the IACM
model and gives an overall capability level
of the Public Sector based on
building-block rule. The outcome of the
evaluation will summarize the overall
capability level which is reflected from
each dimension.

3.0 FINDINGS

The Public Audit
Department IACM evaluation concluded
at an overall capability level 2
(Infrastructure). At Level 2, the IA
department will have major opportunities
to improve the effectiveness of the IA
activity, and as such it only partially
complies to the Standards (The IIA
Research Foundation, 2009, p. 43). From
the evaluation, the IA department shows
significant capabilities for
dimensions. First is the Services and Role
of IA dimension, achieving a capability
level 5 and second dimension is the
Organizational Relationships and Culture
with a capability level 4. It needs
improvements in Dimension 2, People
Management; Dimension 3, Professional
Practices, Dimension 6, Governance
Structures and also Dimension 4,
Performance and Accountability. Figure 3
shows the detailed analysis of each
dimension.

Sector’s Internal

two

4.0 RECOMMENDATIONS AND

CONCLUSIONS
The outcome of one sample of public
sector’s evaluation using the IACM

checklist shows that there is still much to
explore to bring the capability level up to
5 (Optimizing). As the IACM uses the
building-block methodology, the IA unit
can easily analyze and choose the weak
KPAs to focus in order to proceed to the
next capability level. For example, the
sampled Public Sector IA unit’s is able to
know instantly that it has established a

Evaluation Summary

(Capability Level)

DIMENSION 1
DIMENSION 2
DIMENSION 3
DIMENSION 4

: SERVICES AND ROLE OF IA
: PEOPLE MANAGEMENT
: PROFESSIONAL PRACTICES

: PERFORMANCE MANAGEMENT
AND ACCOUNTABILITY

: ORGANIZATIONAL RELATIONSHIPS 4
AND CULTURE

: GOVERNANCE STRUCTURES 2

w|n|Nn|@

DIMENSION 5

DIMENSION 6

Overall Capability Level : 2

Figure 3: Analysis of Findings

Overall Capability Level
(IACM Matrix Evaluation)

DIMENSION 1:
SERVICES AND ROLE OFIA

DIMENSION 6: DIMENSION 2:
GOVERNANCE PEOPLE
STRUCTURES MANAGEMENT
DIMENSION 3: DIMENSION 3:
ORGANIZATIONAL PROFESSIONAL
RELATIONSHIPS AND PRACTICES
CULTURE
DIMENSION 4:
PERFORMANCE MANAGEMENT
AND ACCOUNTABILITY

matured level for services and role of |IA
element as well as the organizational
relationships and culture element. Hence,
more focus should be placed on other

elements which are the people
management, professional practices,
performance management and
accountability, and the governance

structure. Among which, the element of
people management score the lowest
KPAs achievement percentage. In order to
progress for this element, the sampled
Public Sector IA unit is required to look
into the next KPA which is developing a
performance matrix system to track and
measure the [A’s activity effectiveness.
Accomplishment of this KPA will help
progress this element to level 3. The
progress and development using the
IACM guide helps the IA function creates a
competitive platform for the Internal
Auditors to attain more knowledge, be it
internally (IA professional practices) or
externally (company and industry issues
and trends). It will create awareness to all
IA functions in the public sector that the
profession of the Internal Auditors is
highly essential to assist the public sector
towards good governance.

This study is a study on one sample study
thus the findings is not generalisable to all
public sector. It does demonstrate
however the use of IACM as roadmap
towards the improvements of the
effectiveness of public sector’s internal
audit function.
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