	

	Statewide Audit Advisory Committee 
	Minutes – March 24, 2008
Department of Administrative Services (DAS), Executive Building – Conference  Room A 

	

	Meeting called by:
	Scott Harra, Director - DAS
	
	

	

	Attendees:
	Debbie Ferguson, Vice President Internal Auditing – Standard Insurance

Sarah Gates, Deputy Director - Judicial
Marlene Hartinger, CAE - ODOT

Chuck Hibner, Director - Oregon Audits Division 
Cory Streisinger, Director - DCBS
	Pamela Stroebel Valencia, CAE - DAS 
Craig Stroud, Finance Manager - Oregon Zoo

Carol Welch, Senior Director, Corporate Audit - Nike, Inc. 


	Absent:
John Radford, State Controller – DAS
Dallas Weyand, Principal Legislative                                                                                                       





                                           Analyst – LFO 

Guests:  
            Erin Haney, DAS                                       David Clouse, Forestry
                          Jason Robinson, Revenue                         John Hutzler, Education


	Agenda


	Opening Comments – SAAC Charter – Membership 
	Scott Harra
	

	
	Discussion:  Scott introduced himself and welcomed the group.  He commented that his background has given him an interest and appreciation for internal audit.  Previously he was the Shared Services manager for DCBS and in that capacity he found internal audits to be very helpful.    

	
	Scott reminded the committee that the charter states their membership term is for two years and welcomed those whose membership was up to continue with the committee.  He asked that members contact Pam and let her know if they were interested in continuing on the committee or would like to step down.  

	
	Pam also noted that she would like to know how long each member had been on the committee so she could update the records on file and ensure the website is up to date.  

	
	Action items: 
Update membership status with DAS IA
	Person responsible: 
All
	Deadline: 
ASAP 

	Outreach – IA Recruitment Update
	Pamela Stroebel Valencia
	

	
	Discussion:  Pam informed the group of some current internal audit openings across the state.  She noted that two additional positions had recently opened (Consumer and Business Services and Judicial).  She also mentioned that there were four other Internal Auditor 3 (IA3) positions currently vacant that had each had at least one failed recruitment attempt.  She elaborated some of the problem may stem from the classification of the “single person” audit shops.  Currently, a single person audit shop classification is an IA3 level, this is the same as other IA3’s that work in multi-position audit shops and have supervision (i.e. ODOT).  She felt that this is an issue that may need to be addressed soon because currently there is no motivation for an IA3 in a more established larger shop to take one of these positions at a single person shop.  

	
	Some of the private sector committee members noted that recently they had been able to fill positions much more easily.  They commented that there had been larger applicant pools with more qualified candidates.  The market seems to be opening up over the past few months.  

	
	Chuck noted that Secretary of State Audits Division (OAD) was not having trouble filling lower level (State Auditor 1) positions, but rather the difficulty came when they were filling their higher level positions.  

	
	A member noted that private sector has other advertising avenues that are not as widely used by the state, for example, they often advertise on Monster.com.  Private sector also has name recognition that serves as an advertising venue.  

	
	Scott noted that it does not do the state any good as a whole to simply keep moving the same candidates between agencies.  He thought it would be appropriate to speak with Human Resource Services Division (HRSD) about a possible class study for the IA series.  He also noted that HRSD is very backed up with class studies at this point, so it is possible that this would not be a quick process.  

	
	One member suggested possibly offering a pay differential for those IA3’s that are currently running a single person shop.  

	
	Pam mentioned that DHS had been able to, at least temporarily, fill their CAE position and Housing had recently filled their new position and that individual will be providing some internal audit coverage to Economic Development as well.  She also noted that at least five agencies were pursuing new audit positions for the 09-11 biennium.  Additionally, the DAS Policy Option Package (PoP) is moving forward to the Governor’s Recommended Budget process.  Pam has also been working with DAS’s Budget and Management (BAM) personnel to coordinate the best way for them to help agencies that are trying to add IA positions.  

	
	Action items: 

Work with HRSD and Judicial on opening a classification study for the IA3/CAE positions.
	Person responsible: 

Pamela Stroebel Valencia


	Deadline: 
ASAP 

	SAAC – CAE Connection – Performance Measures Audit Program Template
	Pamela Stroebel Valencia
	

	
	Discussion:  Pam provided the members with the draft Performance Measures Audit (or review) Program Template.  She reminded the group that the IA Oregon Administrative Rule requires internal audit shops to consider the data integrity of the agency’s performance measures in their risk assessment.  She also reminded the committee that the legislature had expressed an interest in how this would be accomplished and these things had led to a sub-committee under SAAC which developed the draft audit program template.  She noted that currently three agencies were planning on moving forward with audits based on the template.  Pam pointed out that this was not mandatory, but she was asking agencies to do these reviews if their resources allow.  Currently, they are only asking that 10-15% of an agency’s Key Performance Measures be reviewed.  She also noted that Legislative Fiscal Office (LFO) would be going out and doing reviews in the future and most likely less effort will be directed at agencies that have had their IA function complete a review.  She is hoping this will provide an incentive for agencies to have their IA functions do the work.  She mentioned that they were planning on providing some additional guidance and possibly training in the near future.  This project has been a great opportunity to bring LFO, BAM and IA together to work collaboratively.  She concluded by asking the committee for their approval to move forward with the template and she would plan on reporting back on results by September 30, 2008.  

	
	A member noted a concern with some of the wording in the template.  Specifically, there was concern with the usage of the word ‘certified’ in the categories in step #12; ‘verified’ might be a more appropriate audit term.  

	
	Many members agreed with this concern.  One member noted that they felt it was good to have defined categories, but thought the wording could be adjusted.  

	
	A member commented that they encouraged the idea of a general audit program because there is no need to recreate the wheel and this would also provide some standardization across agencies.  

	
	Action items:
Adjust wording to address concerns noted by the committee and make the template available to agencies.
	Person responsible:

Pam Stroebel Valencia


	Deadline:
 ASAP 

	SAAC – CAE Connection – Draft Agenda for Joint IA/SAAC Meeting in May
	Pamela Stroebel Valencia
	

	
	Discussion:  Pam provided the group with a draft outline of topics that she felt would be useful to cover at the meeting.  The outline included general topics of: review progress made on FY 08 action plan, discuss future topics for SAAC FY 09 action plan, potential rule revisions and necessary message to management.  She noted that none of the FY 08 projects had been 100% accomplished, although she did not feel this was a bad thing.  She mentioned that, based on the conversation at the last meeting, they would not be moving forward with a survey of management at this time. Pam noted there are topics from the FY 08 action plan which have not yet been discussed as time on agendas has not allowed due to items being carried over from prior meetings. 

	
	Pam began the proposed agenda discussion with the topic of a proposed tool for assessing Internal Audit resource needs for agencies.  She summarized that agencies might benefit from a standardized way to document their IA resource needs.  This could also help BAM analysts to better assess the actual needs of the agencies.  She reminded the group that Carol Welch would be presenting the tool that NIKE uses for this.  

	
	A member noted some concern that this would still leave the agencies with the problem of filling the positions.  There would be more positions, but still no interest.  

	
	A member suggested possibly trying to add more entry level positions to bring new candidates in.   

	
	Pam noted that this was definitely part of the problem; however, single person shops seem to be where the biggest recruitment problems are.  She noted that two multiple person shops were recently able to fill IA3 positions without any problems.  

	
	A member also noted that state agencies were having trouble with recruitment in other areas as well, not just IA.  These problems are often in professional level positions where the pay scales do not align with other employment sectors.  

	
	Scott commented that many times the state does not line up with local government, sometimes the state comes out on top and sometimes we are lagging.  

	
	Pam continued the discussion with the suggested topic of “Potential Rule Revisions.”  She noted that some concerns had been expressed by members of the audit community due to the use of the term ‘should’ rather than ‘must’ in the rule regarding CAE requirements.  The concern arose when an agency with a multi-position audit shop opened the CAE position with out requiring any internal audit experience or a degree.  Minimum qualifications (MQ’s) for IA2 and IA3 positions require both.

	
	One member recalled that the committee had spent a great deal of time trying to make the qualifications more flexible, not make them stricter.  They recalled the committee had intentionally tried to get away from ‘must.’  

	
	Another member noted that there are some CAE positions that are based on the state’s management (PEM) series and the MQ’s in the PEM series positions are very broad because they apply to many different areas of state government.  

	
	One member suggested it might be necessary to review the MQ’s for the IA series.  

	
	Another member commented that they recalled trying to add flexibility as part of the rotation program but did not actually recall looking at the MQ’s for either the IA series or the CAE positions.  

	
	Scott suggested having Pam work with HRSD to find out what has been done and what action would be best to take.  

	
	Pam agreed and will delete the topic from potential conversation topics for the joint meeting.  

	
	Sarah noted that Judicial had already begun looking at the MQ’s for their IA series and suggested that they work with Pam to ensure they stay aligned with DAS; Scott agreed. 

	
	Pam continued with the potential topics for discussion at the joint meeting.  She noted that there may be some necessary clean-up to the wording in the rule.  Currently, the rule requires that agencies submit their actual risk assessments rather than just the summary template.  She noted that the summary would be sufficient to complete her report and she did not feel the full assessment was necessary.  Additionally, it did not appear to be the intent of the committee when the rule was drafted.  She also noted that the rule stated that if a public records request comes in for information contained in an audit report summary DAS will refer the requestor back to the individual agency.  However, there is not similar wording regarding risk assessments.  She again thought this was an oversight and was not the intention when the rule was drafted.  

	
	One member wanted to confirm if the reports the agencies submit to Pam go to the legislature.  Pam confirmed that they do not go to the legislature; they are only used to assist Pam in drafting the report.  

	
	Scott noted that DAS wanted to ensure the annual report was providing the intended value and was meeting the expectation.  

	
	One member commented that they felt that discussion would be best to have when the LFO designee can be in attendance.  They felt he could provide the most insight into whether the legislature was getting the appropriate information out of the report.  

	
	Scott noted that the report was a lot of work, but Pam had felt the process of compiling the report had been very useful for her and the executive branch agencies; but he wanted to ensure it was serving the intended purpose.  

	
	A member noted that they agreed the work load seemed significant, but they felt it would likely get easier over time.  

	
	Pam continued the conversation with the next potential topic.  A member of the audit community felt some discussion regarding a rule requirement regarding a periodic review of internal controls would be beneficial.   

	
	One of the guests suggested the option of doing a periodic ‘statement of internal controls’ based on selected controls.  They stated it would be a little more in depth than the annual risk assessment and it could be based on the GAO report, which is the most widely used format.  

	
	Scott noted that he was not sure if his experience was the same process, but approximately ten years ago an agency had done something that sounded similar.  The process was only done at one agency and it took one FTE two years to complete the project.  He noted that the final product was very detailed.  

	
	The guest thought that sounded like a more detailed process and outcome than the GAO report.  

	
	One member noted this would help ensure agencies are focusing where they should be.  

	
	Another member stated they felt it sounded like SOX for state agencies and this was not the way they felt the committee should go.  

	
	Pam noted that it might be better served as a ‘message to management’ than an addition to the rule.  

	
	Pam continued the conversation by moving to the next potential topic under ‘Messages to Management,’ the role of management in the risk assessment.  She noted that many state managers may not understand the difference between the risk assessment that is completed by IA and management’s risk assessment.  She thought it was important to make sure managers know that these are separate risk assessments.  

	
	A member commented that the role of IA with respect to KPM’s needed to be clarified.  It comes down to whether any agency wants to put it’s resources and they felt it might not be the best use of resources to have IA assess the validity of the data integrity of its measures, but rather focus on internal controls or risk assessment.  

	
	A guest noted that was the discussion the CAE group had recently had.  They felt it might be more beneficial to provide more detail on internal controls – a little more than what imay currently be provided in the risk assessment process.  Moving away from KPM’s and toward a more thorough ‘Statement of Controls.’  The guest noted that many of the CAE’s felt it might be more meaningful to look at internal controls than KPM’s.  

	
	A member thought it was important to know what would be more meaningful to the legislature.  They also questioned whether assessing the data integrity of KPM’s actually required IA resources or if it could be assessed by another group.  

	
	Scott felt some sort of GAP analysis was very important; letting management know what work is not being done in order to accomplish the work they have chosen to do.  

	
	Pam summarized that she would prepare an agenda for the joint meeting including the items discussed. She noted that she would leave the agenda very general to keep the conversation open.  

	
	A member also asked that she go the CAE group and ask if they had any additional items they would like to discuss.  

	
	Action items: 
1. Draft Agenda for joint meeting

2. Request additional agenda topics from CAE group
	Person responsible:
Pamela Stroebel Valencia 
	Deadline: 

	Coverage – Presentation on Nike’s tool for assessing internal audit resource needs
	Carol Welch 
	

	
	Discussion:  Carol provided the group with a handout that provided an example of the tool Nike uses.  She noted that it is a joint approval process with management.  The example provided for validating processes every two years.  Audits are established based on each entity type; this is then used to estimate the number of weeks each audit will take.   The number of weeks is used to estimate the total hours and staff that will be required to complete all the work.  This number is then translated into the “Target Coverage Level” which is the number of years to cycle through and provide coverage.   Carol noted that they view this similar to buying insurance – if management wants a lower target coverage level they would need to provide more resources to meet the coverage in a shorter timeframe.  This tool also allows them to outline the coverage on a year by year basis and break out the costs as well.  

	
	A member noted that private sector uses a 75% direct time estimate for calculating their needs.  Pam noted that this is what DAS IA strives to meet as well.  

	
	Scott commented that this seemed like a good tool to use.  He noted that many of the business units would be the same as in the example, but calculations would need to be made for timeframes.  

	
	A member commented that it helps provide a different way to think about audit coverage.  

	
	A comment was also made that this would also help with the audit planning process.  It could be used as an input into the risk assessment.  

	
	Carol noted that the example assumes all audits are on the same cycle, their actual model also factors in frequency based on risk level.  These are then appropriately color coded to indicate the necessary frequency.  

	
	Pam noted that this was, in a way, what many agencies are doing with their risk assessment processes – just done in a different way.  

	
	A member commented that they really liked the model because it gives the whole audit universe and shows what IA is unable to cover due to resource limitations.  

	
	Scott suggested that Pam get together a sub-committee and develop a tool for state agencies to use based on the Nike model.  He also noted it would be beneficial if this tied into the rule requirements.  

	
	A member noted that all audit functions provide a level of assurance, but single person shops cannot provide the same level as multi-staff shops.  This tool might be a good way to illustrate that better than it has been done in the past.  

	
	It was likened to having home owners insurance and later finding out that you are not covered for flood damage – information that would have been beneficial upfront.  

	
	One member agreed with the sub-committee idea, but encouraged the data gathering to not be too cumbersome.  

	
	A member commented that they felt this was a necessary process, but it seemed to be just one level above the risk assessment process.  They suggested making sure the risk assessment process was up to date and mature before proceeding, otherwise this still will not produce any results.  

	
	Pam noted that even if a tool is developed it does not mean all agencies will use it.  She also continued that BAM is already contacting her for information and this will provide agencies a better way to adequately illustrate their IA resource needs.  

	
	One member expressed a concern that they didn’t want the committee to be viewed as pushing for more staff if this is not going to help provide quality audits.  

	
	A member posed the question: Are the criteria in the rule good?  Could they use revisions?  They currently do not address the level of coverage needed.  

	
	Scott agreed with the comments that if the work is not meaningful this will not solve any of the problems.  He felt, from his experience, the risk assessment process is taken very seriously and this could help illustrate the gaps in coverage.  He noted that he would have Pam move forward with the sub-committee and that it would likely include some committee members, if any would like to volunteer; and also include other individuals that could provide some good expertise.  He asked volunteers to contact Pam and let her know of their interest.  

	
	Action items:  
1.  Form Sub-Committee to develop tool or state agencies to use.    
	Person responsible:  
  Pamela Stroebel Valencia
	Deadline:   
ASAP

	SAAC – CAE Connection – DAS Customer Service Survey Comments
	Pamela Stroebel Valencia
	

	
	Discussion:  Pam noted that, as part of the overall DAS customer service survey, the committee had received a lot of positive comments and also some comments regarding things people would like to see SAAC continue to move forward on.  Pam handed out a document outlining the actions she had proposed to address the comments that were received. 

	
	Action items:  N/A

	SAAC – CAE Connection – TEAMMATE Need for Audit Community 
	Pamela Stroebel Valencia
	

	
	Discussion: Scott explained that licenses for the software used by several of the state’s internal audit shops (TeamMate) has previously been shared with many agencies by OAD.  He stated that this was no longer going to be allowed by the company that had recently acquired the program.  As a result many agencies were going to be left with out the software unless a good alternative was reached.  He stated that DAS is looking into an enterprise wide license agreement.  DAS is working with the State Procurement Office to see what options are available and Pam and Jason Robinson, Revenue CAE is working with the IA community to assess the need level.   

	
	Chuck noted that OAD would be willing to be included in the enterprise agreement as long as they did not have to bear any additional cost.  Currently, they only pay the annual maintenance cost on their licenses.  He liked the idea of the enterprise license but felt it was not something they would be able to take over the administration of.  

	
	A member noted that it may be necessary to get the Attorney General’s office involved if there is difficulty in cooperation with the vendor.  

	
	Pam notified the group that they had received a hand out with some additional information on it and they could contact her if they had any questions.  

	
	Action items: 

Pam work toward obtaining enterprise license for TeamMate.
	Person responsible: 

Pamela Stroebel Valencia
	Deadline:
 ASAP 

	Round Table 
	All
	

	
	Discussion: N/A – Ran out of time. 

	
	Next meeting: Monday, May 19, 2008 1:30 – 3:00 Employment Auditorium – Joint with Internal Audit Community
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