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Prepare to prove your quality

Quality is a key to delivering world-class internal auditing, 
consistent with our professional standards. IA’s credibility 
with these stakeholders can be gained by an external quality 
assessment to determine that services are conducted 
in accordance with professional standards. Standards 
are appropriate for all IA departments, regardless of 
size, including the process to assess the quality of their 
administrative and engagement activities.

Compliance strategy
SCL Health’s internal audit department’s approach in 
developing a quality assurance and improvement program 

(QAIP) and the process to prepare for an external quality 
assessment review (QAR) was based on deliberate 
planning. Achieving and showing compliance with the 
professional standards and related requirements was 
accomplished using these simple objectives:

•  Understand mandatory professional guidance.

•  Align the internal audit policy manual to the IIA Standards.

•  Establish a QAIP.

•  Conduct regular internal QARs.

•  Invest in an external QAR.

Feat u re

By Gina Eisenach, CPA, MHA

Healthcare boards of directors and their audit committees increasingly want assurance that their internal audit  
(IA) departments are providing the highest quality professional service to their organizations. Healthcare provider 

organizations are recognized by payers, insurers and others for meeting or exceeding quality requirements and 
improving patient outcomes. Similarly, IA departments within these healthcare organizations can also be recognized 
for their commitment to quality and continuous improvement. 
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Understand mandatory  
professional guidance
Before beginning your implementation of a QAIP, an 
understanding of mandatory guidance is necessary.  
The International Standards for the Professional Practice of 
Internal Auditing (Standards) are promulgated by The Institute 
of Internal Auditors (IIA) in their International Professional 
Practices Framework (IPPF), as outlined in Exhibit 1.  
The Standards are principle-focused, and give a framework 
for conducting internal auditing and for evaluating the 
effectiveness of IA’s performance.

In addition to the Standards, the IPPF includes the definition 
of internal auditing, a code of ethics, and the core principles 
for the professional practice of internal auditing. These four 
components give a structure in building the expectations 
of an IA department to improve effectiveness, integrity and 
credibility of the work performed.

All four components of the IPPF are mandatory guidance. 
Recommended guidance gives solutions to meet the 
requirements of mandatory guidance.

Align your policy manual
Your IA policy manual should be a tool to reduce process 
variation and provide staff with a reference to guide their 
administrative and engagement activities. Aligning your 
policy manual to the IIA Standards will improve your staff’s 
conformance with the Standards. Also, their administrative 
and engagement activities will become more consistent.

Well-defined policies will increase the likelihood that staff will 
conduct and document their activities according to these 
professional expectations, which are the basis for setting up 
a QAIP and undergoing an external QAR.

Your department’s charter is one of the most important 
sections in your policy manual. The charter formally 
recognizes the IIA’s IPPF mandatory guidance and 
explicitly defines the IA department’s purpose, authority 
and responsibility. Your governance structure, including 
functional and administrative reporting relationships, should 
also be specified in your charter.

Establish a QAIP
One way to ensure consistent conformance with the IPPF  
is through a QAIP. The QAIP evaluates internal audit 
activities for their level of quality and compliance to IPPF 
mandatory guidance.

A QAIP covers the entire spectrum of assurance and 
consulting activities performed by IA. The QAIP development 
and implementation process should produce a sustainable, 
systematic and disciplined approach to ensuring compliance 
with the IPPF. SCL Health’s IA department divided the QAIP 
effort into the following five components.

IA policy manual – Document formal expectations that 
become the foundation to assess the level of conformance 
and quality during the internal and external QARs.

QAR methodology and process – Define and implement 
an internal QAR methodology and process to evaluate the 
execution and documentation of IA activities in accordance 
to the Standards.

People – Communicate and train staff on the policy manual 
and charter, including any new IPPF updates or process 
improvement opportunities found during the internal QARs.

Systems and information – Establish methods or tools to 
manage and standardize administrative and engagement 
documentation. Define, monitor and communicate 

Exhibit 1 – International Professional 
Practices Framework

The IPPF® graphic is Copyright© by The Institute of Internal Auditors, Inc.  
All rights reserved. www.theiia.org, reprinted with permission.
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performance metrics such as project status, budget to 
actual hours and client/customer survey responses.

Communication and reporting – Determine the method 
and cadence for performing internal QAR activities and 
communicating the results to the IA team. Periodically 
summarize and report any best practices and process 
improvement opportunities to senior management, the  
audit committee and the board.

Conduct regular internal QARs
Two types of progressive internal quality assessments exist 
that range from an ongoing monitoring assessment to an 
external assessment. The two are differentiated by varying 
degrees of time, effort and resource requirements.

Ongoing monitoring – Incorporate ongoing monitoring 
activities into your IA policies, audit activities and 
management practices. The most fundamental part of 
ensuring quality and adherence is giving adequate day-to-
day supervision, review and guidance to staff. 

A checklist, called a working paper QAR, is used at the end 
of the project to ensure that documentation is complete 
and conforms to the IIA’s engagement standards. The lead 
auditor performs this review at the end of every assurance or 
consulting service project. The project manager and director 
review and approve the checklist and keep the completed 
checklist with the working paper documentation.

A sample of assurance and consulting service projects 
should be used for a biannual internal QAR. Internal team 
members with knowledge and experience of the Standards, 
and independent of the selected projects, review the 
quality of the working paper documentation and degree 
of conformance to the Standards. In addition to assessing 
quality, this QAR gives an opportunity for ongoing evaluation, 
identification and communication of best practices and 
process improvement opportunities.

Client surveys are conducted at the end of an assurance 
or consulting service project. The surveys are designed to 
obtain external feedback about the quality and effectiveness 
of the IA project team as well as identify any process 
improvement opportunities.

Individual performance feedback is provided to staff 
members after completion of the project. Staff receives the 
feedback immediately, and the information is also used as 
input in annual performance reviews.

Periodic QAIP self-assessment – Periodically conduct a self-
assessment of the QAIP to evaluate the level of conformance 
with the IIA’s IPPF mandatory guidance. The review is similar 
in scope to the five-year external QAR, but is conducted by 
IA team members knowledgeable in the IPPF mandatory 
guidance. The review goes beyond the quality of working 
paper documentation and includes the following:

•  IA charter and policy manual

•  Processes to develop, present and approve the audit plan, 
department budget and resources

•  Processes to monitor and report on the audit plan status 
and performance metrics

•  Identification of best practices and process improvement 
opportunities with action plans

To show accountability and commitment to quality, the 
results from the internal project QARs and QAIP self-
assessments are summarized and reported to senior 
management, the audit committee and the board.

Invest in an external QAR
Once an IA department formally adopts the IIA Standards 
and uses “Conforms with the International Standards for the 
Professional Practice of Internal Auditing” in audit reports or 
consulting services memos, the five-year cycle begins for 
external quality assessment reviews. A qualified assessor 
who is independent of the organization is required to 
evaluate the IA department’s level of conformance to  
the IIA’s mandatory guidance and then give one of the 
following opinions:

•  Generally conforms – The highest rating, which says that the 
internal audit activity has a charter, policies and processes 
that are judged to be in conformance with the Standards.

•  Partially conforms – Deficiencies were noted that 
deviate from the Standards but these deficiencies did 
not prevent the internal audit activity from performing its 
responsibilities in an acceptable manner.

•  Does not conform – Deficiencies noted were so significant 
as to prevent the internal audit activity from performing its 
responsibilities in an acceptable manner.
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All four components of the IPPF  
are considered mandatory guidance.
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The external assessor reports the overall opinion, best 
practices and process improvement opportunities to the 
chief audit executive, senior management, audit committee 
and the board.

Why an external QAR?
Investing in an external assessment clearly shows IA’s 
commitment to quality, and enhances its credibility with 
auditees, senior management, the audit committee and 
the board. An external assessment gives an independent 
viewpoint or perspective from someone who is experienced 
in IA and knowledgeable of the IIA Standards. Honest, 
unbiased feedback is given about leading practices and 
process improvement opportunities. The external QAR 
also reinforces quality expectations to IA staff and further 
promotes the department’s overall tone or culture.

Where do you start? Two types of external quality assessment 
reviews are possible, and both need the assessor to be 
qualified and independent of your organization.

Full external assessment – A paid independent assessment 
team reviews the internal audit activity through independently 
administered surveys, interviews and workpaper reviews 
against the IIA’s quality assessment criteria and benchmarks 
of IA departments of comparable size and structure. 
A report is provided with an opinion on conformance, 

recommendations on any conformance issues and other 
opportunities for process improvements.

Self-assessment with independent validation (SAIV) –  
The IA department conducts a self-assessment of the 
internal audit activities against the same criteria used in  
the full external assessment. The IA department drafts the 
report and includes an opinion on conformance.

The SAIV is an unpaid option and needs a reciprocal 
assessment approach with the internal audit functions 
of at least two other independent peer organizations 
with operations outside of each other’s geographic area. 
This structure prevents a conflict of interest or two peer 
organizations evaluating each other.

The independent assessors confirm the self-assessment 
documentation and report through independently 
administered surveys, interviews and workpaper reviews.  
A conformance opinion is provided in a validation statement 
and attached to the self-assessment report. Exhibit 2 
compares the two types.

For a perspective on the time commitment, SCL Health’s  
IA department includes 10 team members. The SAIV 
approach was chosen for the external assessment. 
Assuming an already-established IA charter and IA policy 
manual aligned to the IIA Standards, Exhibit 3 summarizes 
estimated hours for the external QAR option and the IA role.

Exhibit 2 – External assessment comparison

Full external assessment

A paid, independent, qualified onsite assessment team 
conducts the assessment and decides the conformance 
opinion in a written report. 

Less commitment of IA resources but also forgoes the 
opportunity for staff development and linkage to QAIP. 

May include benchmarking with other similar 
organizations to highlight leading practices and process 
improvement opportunities beyond peer identification.

Higher out-of-pocket cost.

SAIV

IA conducts the self-assessment and decides a 
conformance opinion in a written report. Review and 
validation is performed by an unpaid, independent, 
qualified, onsite assessor.

More commitment of IA resources as IA staff complete 
the self-assessment. Gives the opportunity for staff 
development and enhanced linkage to QAIP.

May include peer-identified leading practices and  
process improvement opportunities depending on 
negotiated expectations.

Lower out-of-pocket cost.
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Conclusion
Organizational stakeholders want assurance their  
IA departments are effective, relevant and committed  
to conducting value-added activities.

The process begins with documenting performance 
expectations in an IA policy manual, aligning the policy 
manual to professional standards and educating staff.  
Highly effective IA functions further show their commitment 
to quality by implementing a QAIP, including conducting 
internal QARs and obtaining external QARs.

Without investing to ensure quality, the risk exists that 
internal audit functions do not perform in a systematic 
and disciplined manner. Taking the time to thoughtfully 
implement and execute a QAIP demonstrates their 
commitment to becoming a high functioning, adaptable 
team devoted to monitoring the quality of their work, 
transparently communicating assessment results and 
continuously enhancing the services they provide.

Exhibit 3 – IA team QA hours

DI

Gina Eisenach, CPA, MHA, is an Audit Director for SCL Health in Broomfield, CO. She has over 15 years  
of experience, including incorporating clinical, compliance and coding specialties into existing audit  
disciplines. She developed a quality assessment improvement program (QAIP) for her department and  
took part in an external assessment using the SAIV approach. Gina can be reached at (303) 813-5455  
and Gina.Eisenach@sclhs.net. 

1Completed by paid external assessor
2Completed by unpaid peer external assessor
3Peer review of documentation already completed by IA team being assessed

QAR activities

Complete and review of 
QAR background and 

planning documentation

Administer, collate 
and summarize survey 

responses

Conduct, collate and 
summarize interview 

responses

Complete and confirm 
QAR program and 

evaluation summary

Complete self-assessment 
report

External report and peer 
validation statement and 

report (optional)

Total hours

Full external assessment 

20

n/a1

n/a1

n/a1

n/a1

n/a1

20

SAIV – IA preparing for QAR 

20

n/a2

n/a2

80–200

10

n/a2

110–230

SAIV – Peer IA conducting QAR 

103

20

20

100–200

n/a3

10

160–260




