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Dear Letters to the Auditor:
As internal audit director at my organization, I recently had to deal with the issue of

relationships between auditors and clients. Although I have often wondered where the
line should be drawn, now I have to do something about it.

Is an internal auditor forbidden to date anyone in the medical center? Or, should they
be allowed to date but not be allowed to work on an engagement where the individual
was working in that department? Or could there be some variation such as you can’t
audit the area as long you’re dating. If the relationship terminates, could they then audit
the area?

What about friendships? Should internal auditors be permitted to go to lunch on a
frequent basis with other members of the organization? Could this present the appear-
ance of favoritism? For example, when I was a junior auditor I had a supervisor who went
to lunch every day with the director of budget and the director of finance. This didn’t
seem right to me. However, once a week would have been okay. Should auditors be
restricted from socializing with employees of other departments at activities like golf,
sporting events, dinners, etc.?
Signed,
Concerned about relationships

Dear Concerned,
Questionable relationships sometimes

occur. Auditors work closely together and
over time develop on- and off-the-job re-
lationships which sometimes become
more involved. Overall, in the absence of
an established written organizational
policy to the contrary, each situation
should be considered based upon the spe-
cific circumstances. Good judgement by
all parties is critical. There may be other
situations that are even more innocuous,
which may taint an individual’s indepen-
dence and objectivity. We must keep our
profession’s standards in mind.

The Standards for the Professional
Practice of Internal Auditing refer to two
important attributes of internal auditors:
1) Independence and 2) Objectivity. The
Standards state that, “Internal auditors are
independent when they can carry out their
work freely and objectively. Independence
permits internal auditors to render the im-
partial and unbiased judgements essen-

tial to the proper conduct of audits. It is
achieved through organizational status and
objectivity.”

The Standards also say, “Objectivity is
an independent mental attitude which in-
ternal auditors should maintain in perform-
ing audits. Internal auditors are not to sub-
ordinate their judgement on audit matters
to that of others. . .objectivity  requires in-
ternal auditors to perform audits in such a
manner that they have an honest belief in
their work product and that no significant
quality compromises are made.”

Finally, they tell us that, “Internal au-
ditors should report to the director any situ-
ations in which a conflict of interest or bias
is present or may reasonably be inferred.
The director should then reassign such
auditors.”

To guide us in this discussion let’s fo-
cus on some key phrases:
l “The ability to render impartial and un-

biased judgements,”
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l “lndcpenclent mental attitude,

l “Should not subordinate judgement on
audit matters to others,” and

l “No compromises on quality should be
made.”

Let’s look at your first question: Is an
internal auditor forbidden to date anyone
in the Medical Center? When I was in
public accounting there were strict rules
about dating clients and fellow auditors. I
must admit that I dated fellow auditors and
auditees. In fact, I married a fellow audi-
tor more than 15 years ago. The point is
that policies like this are often ignored and
their enforcement may not always promote
positive work environments. An “all or
nothing” policy could result in secretive
activities, poor staff morale, or a don’t-ask-
don’t-tell environment.

You suggest that if auditors are allowed
to date staff, that they not be allowed on
the engagement where they are auditing.
This is acceptable as long as you have
enough auditors on your staff who can com-
pensate for these absences. If you have a
popular group of auditors you might find
yourself with a matrix of who’s dating who
and who can’t audit where.

The organizational status of the par-
ties involved could also temper the signi-
ficance of the issue. A staff nurse could have
minimal impact, if any, on the objectivity
of a construction auditor unless the audi-
tor was directly auditing that nursing unit’s
renovation. As the organizational status of
the parties moves up within the organiza-
tion, obviously the risks of an “indepen-
dence impaired” auditor increases. An
Audit director dating the controller would
not be a good idea at any time.

Of course, if an auditor begins to date
someone who works within the department
that is currently under audit, this situation
should be immediately addressed. I recom-
mend that the auditor immediately remove
himself or herself from the engagement and
inform the audit director and auditors.
Hopefully, an open atmosphere in which
such situations can be honestly communi-
cated is maintained in your department to
prevent a situation where work might need
to be redone.

Unfortunately, most situations are not
this clear cut and fall somewhere in the
gray area (i.e., it’s not black and white and
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judgement of all parties has to be taken
into consideration. An internal audit di-
rector has to assess the individuals in-
volved, the relationship as it stands, the
respective roles of each individual, and
their history of work performance. The
auditor must assess his or her own personal
judgement as to whether his or her inde-
pendence could also be impaired.

Here are a few thoughts to consider
about friendships between internal audi-

tors and department staff. In internal au-
diting (as well as public accounting), it’s
very important to develop positive client
relationships. In a public accounting set-
ting, it is not uncommon for partners and
managers to occasionally entertain deci-
sion-makers within their organization.
This is done not only get to know their
clients better but also to keep the lines of
communication open and develop a com-
fort and rapport with them. It also enhances
the ability to deal with tougher issues that
might come along later. I’ve said in past
columns that happy smiling faces are al-
lowed more mistakes. Well, a corollary to
this is that positive relationships with cus-
tomers make it easier to discuss change and
disagree.

I don’t see any problem with internal
auditors socializing at lunchtime or after
hours with members of the organization.
In fact, I think this should be encouraged.
Such interaction can be beneficial for your
auditors as well as for medical center de-
partments since it seems to remove some
of the psychological barriers between the
auditor and your client/audit. They begin
to see us in more human terms and in a
less adversarial role. For example, at my
organization I have been the March of
Dimes chairman for five years. Some

people have recognized me at opening
meetings by saying “Hey, you’re the guy
with the March of Dimes; You can’t be all
that bad!”

Once again, good judgement must pre-
vail. I don’t think there is any rule of thumb
here. But as a general answer to your ques-
tion, I think auditors should be allowed and
encouraged to do whatever they can to de-
velop relationships with their clients that
will enhance and improve their effective-
ness as auditors. If these activities help to
enhance the relationship then they should
be encouraged. If, however, these activi-
ties diminish or detract from the quality of
relationships with clients then they should
be reduced.

Finally, in your last scenario you dis-
cussed a situation where an audit supervi-
sor went to lunch every day with key I?-
nance people. At first appearance, this
sounds a bit excessive. In this situation,
this closeness could present a potential dif-
ficulty for the audit director to raise seri-
ous audit issues with his or her “friends”
(I personally might question the judgement
and taste of these finance people- have they
got nothing better to do than eat with an
auditor everyday?) However, I have had the
privilege of working for a number of man-
agers and audit directors who were very
successful at keeping positive and close
relationships with medical center staff but
did the right thing when the time came.
So much of this depends upon the charac-
ter, experience, integrity, and judgement
of the people involved.

All of these situations present poten-
tial conflicts that could impair the objec-
tivity and independence of auditors, but the
overriding principle is to utilize common
sense and good judgement. Follow the In-
stitute of Internal Auditors’ Standards, use
your own judgement, and make your deci-
sion (or when all else fails, do what I do
and get out the dart board).

John Landreth  is Director of Internal Au-
dit at Northwestern Memorial Hosptial in
Chicago, IL

(The views expressed in this column do not nec-
ewarilv  rgjlect the view of’ the Association of
Healthcare Internal Auditors, Inc., its board of
directors, OY management.)
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