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Executive Summary—2012 Monitoring Report 

Why it’s important 

The Canadian Standard on Quality Control 1 (CSQC 1) from The Canadian 
Institute of Chartered Accountants requires the Office of the Auditor General 
of Canada (OAG or the Office) to establish and maintain a system of quality 
control for the Office’s audit engagements. In accordance with CSQC 1, the 
Office is required to put in place a monitoring process to provide the Auditor 
General (AG) with reasonable assurance that the policies and procedures 
relating to the system of quality control are relevant, adequate, and operating 
effectively. 

The AG has ultimate responsibility for the Office’s system of quality control. 

The Office is required to communicate results of the monitoring process annually 
to the AG and to management, and to provide recommendations for appropriate 
remedial action where necessary. This report fulfills that requirement. 

What we did 

The Assistant Auditor General (AAG), Professional Practices Group (PPG), has 
been assigned operational responsibility for the Office’s system of quality control 
by the AG. PPG performed the evaluation and prepared this monitoring report on 
the system of quality control. 

Our objective was to conduct monitoring with sufficient rigour to conclude, with 
reasonable assurance, that the policies and procedures in the system of quality 
control are relevant, adequate, and operating effectively. 

Monitoring is not conducted as an audit with the objective of providing assurance 
to a third party. Monitoring is an evaluation prepared for management and the 
results of monitoring are reported in accordance with the requirements of 
CSQC 1. 

What we observed 

Overall, based on this evaluation, the OAG’s system of quality control is relevant, 
adequate, and operating effectively. We did not identify any significant 
deficiencies. 
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We did, however, note areas for improvement, although these weaknesses did 
not impact the effectiveness of the operation of the system of quality control. 

• We observed instances where individuals remained on audit engagements 
for periods exceeding Office policy with no documented approval for these 
exceptions. These exceptions have since been resolved as a result of 
actions taken in the fall of 2012. In order for the Office to have assurance 
that the rotation of senior personnel complies with OAG policy, one AAG 
should have responsibility for the rotation of senior personnel to support 
timely compliance with rotation requirements. 

• An AAG should be assigned the overall responsibility for the selection and 
appointment of internal specialists for all product lines. Currently, there is 
a lack of clarity on these selection and appointment processes. 

• Currently, any internal allegation or complaint about non-compliance 
with the system of quality control is directed to the AG. The AG, however, 
is often involved in the outcome of audits and may not be able to exercise 
his role with an appropriate level of independence. To enhance 
independence, this responsibility should be assigned to an AAG who is 
independent of audit engagements. 

• There are different lists of the Office’s audit engagements prepared by 
different parts of the Office. The Office needs to ensure that there is one 
complete and accurate list of audits. 

Management has responded. Management agrees with the areas for 
improvement and will take action. 
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Purpose and Objectives of Monitoring 

1. The CSQC 1 requires that the Office establish and maintain a system of 
quality control that is applicable to all assurance engagements, including annual 
audits, performance audits, and special examinations. The objective of the 
system of quality control is to provide the Office with reasonable assurance that 

• the Office and its personnel comply with professional standards and 
applicable legal and regulatory requirements, and 

• reports that are issued are appropriate in the circumstances. 

2. A system of quality control consists of policies designed to achieve the 
objectives established by CSQC 1 and the procedures necessary to implement 
and monitor compliance with those policies that address each of the following 
elements of CSQC 1: 

• leadership, 

• relevant ethical requirements (including independence), 

• acceptance and continuance of entity relationships and specific 
engagements, 

• human resources, 

• engagement performance, and 

• monitoring. 

3. Monitoring is performed as an active part of the OAG’s system of quality 
control. The purpose of monitoring is to 

• enable management to determine whether key components of internal 
control continue to function over time, and 

• identify and communicate internal control deficiencies in a timely manner 
to those parties responsible for taking corrective action and to others as 
appropriate. 

4. The objective of monitoring, as defined by CSQC 1, is to provide 
reasonable assurance that the policies and procedures relating to the Office’s 
system of quality control are relevant, adequate, and operating effectively. 
Monitoring includes an ongoing consideration and evaluation of the OAG’s 
system of quality control, including inspection of at least one completed 
engagement for each engagement leader on a cyclical basis. 

5. Our objective was to conduct monitoring with sufficient rigour to conclude, 
with reasonable assurance, that the policies and procedures in the system of 
quality control are relevant, adequate, and operating effectively. Monitoring is not 
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conducted with the objective of providing assurance to a third party, as is the 
case in a typical assurance engagement. 

6. Monitoring is conducted as an evaluation for management and the results 
of monitoring are reported in accordance with the requirements of CSQC 1. The 
monitoring report is intended for management purposes. 

7. As part of the monitoring process and to meet The Canadian Institute of 
Chartered Accountants standards, the Office is required to communicate the 
results of the monitoring process annually. The report is required to include a 
description of the procedures performed, conclusions drawn, and, where 
relevant, a description of systemic, repetitive, or other significant deficiencies and 
the actions taken to resolve the deficiencies. For purposes of this report, a 
significant deficiency is a major weakness that could prevent the Office from 
achieving the objectives of CSQC 1. 

8. The AAG of the PPG has been assigned operational responsibility for the 
OAG’s system of quality control by the AG, and PPG performed the evaluation 
and prepared this report. PPG took steps to maintain objectivity by assigning 
independent individuals from outside PPG to perform assessments, where 
necessary, in order to avoid self-review. 

9. The report was presented to the Executive Committee and the AG 
on 22 April 2013 and subsequently communicated internally and externally. 

Overview of the Monitoring Report 

10. This report presents the areas chosen for evaluation, the criteria for 
evaluation, the procedures performed, and a summary of our observations and 
recommendations based on our evaluation of the system of quality control. 

Scope 

11. In this first year after updating the Office’s system of quality control 
policies and procedures, the plan for the scope of monitoring was 
comprehensive. Monitoring covered the effectiveness of key aspects of the 
CSQC 1 related to Office-wide policies and procedures as well as a more 
in-depth evaluation of significant policies and procedures related to leadership, 
human resources (training on methodology), and the TeamMate audit software. 

12. The monitoring plan had indicated that the report would also include 
the high-level results from the Practice Review and Internal Audit team’s 
engagement file inspections. As part of its monitoring work, the PPG had 
reviewed the criteria and audit programs currently being used by Practice Review 
for annual audit. However, file inspections are still ongoing and, therefore, results 
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of that monitoring project are not available for this report. Results from file 
inspections will follow the usual separate review and communication process 
that includes public disclosure. While CSQC 1 requires that file inspections be 
part of the overall monitoring process, it does not require that the results of 
monitoring the system of quality control and the results from engagement-level 
file inspections be communicated at the same time. 

13. The results from the following monitoring projects are included in this 
report: 

• leadership 

• human resources—training on methodology 

• engagement performance—TeamMate audit software 

• Office-wide policies and procedures required under CSQC 1 

Appendix 1—About Monitoring includes a description of the importance of 
the projects, criteria, the sources of the criteria, and the procedures completed. 

Overall Conclusion 

14. There were no significant deficiencies observed in the effectiveness of 
the operations of the Office’s system of quality control. We do, however, have 
four recommendations regarding Office-wide policies and procedures related to 
responsibilities for rotation of senior personnel, the selection and appointments 
of internal specialists, complaints and allegations, and maintaining a complete 
and accurate list of audits. These areas for improvement did not have an impact 
on the effectiveness of the operation of the Office’s system of quality control. 

Observations 

Leadership 

15. To evaluate the effectiveness of the operations of policies and procedures, 
we looked to see whether management establishes authorities, responsibilities, 
and reporting lines to achieve the objectives of the system of quality control. As 
well, we looked to see that those assigned responsibility are accountable. 

16. We had identified a possible risk in our planning for monitoring that 
some of the roles and responsibilities and their link to audit quality may not be 
clear or up-to-date. As part of our evaluation we were able to link the roles 
and responsibilities of senior management to the elements of the CSQC 1, and 
the Office’s system of quality control. 
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17. Overall we observed that management has established authorities, 
responsibilities, and reporting lines that are achieving the objectives of the 
system of quality control. We did, however, note some lack of clarity in the 
responsibility for the rotation of senior personnel and in the selection and 
appointments of internal specialists. These observations are presented in 
paragraphs 33 through 38. 

Human resources—training on methodology 

18. In April 2010, the Methodology and Professional Development Committee 
(MPDC) reviewed the training vision strategy presented by the AAG of Corporate 
Services, and the AAG of the PPG. The strategy was designed to remediate the 
gaps in the Office’s audit training. The overall curriculum was to have been 
implemented by September 2012 and would have included the new methodology 
delivered through the RAM (Renewal of Audit Methodology) project. For a 
number of reasons, including the timing of the completion of the RAM project 
and delivery of related training for auditors, the original plans changed and 
implementation of a new curriculum was delayed. 

19. The CSQC 1 requires the Office to have reasonable assurance that it 
has sufficient personnel with the competence, capabilities, and commitment 
to ethical principles necessary to perform engagements in accordance with 
professional standards and applicable legal and regulatory requirements. 
These competencies can be developed through a variety of methods, such 
as continuing professional development that involves training. In light of these 
requirements, delays in implementing the new curriculum could have posed 
increased risk. 

20. With this potential risk in mind, we looked to see whether management 
had assessed and communicated risks to maintaining competencies in the 
interim period. We then looked to see whether management had taken action 
to address any potential shortcomings in delivering training and maintaining 
competencies. 

21. We observed that the revised timelines for implementing the new 
curriculum for all practices were discussed at three MPDC meetings in 2011 
and 2012. In addition, the Professional Development (PD) team has taken 
additional steps to ensure the new curriculum is designed, developed, and 
implemented. In September 2012, an experienced audit principal (PX) was 
assigned to PD. This PX is accountable for the implementation of the new 
curriculum and has a direct reporting line to the AAG of Corporate Services. 
As well, PD is working in partnership with PPG for audit-related content. By 
November 2012, an overall timeline and high-level product content plan for a 
phased-in implementation of an overall curriculum was presented to MPDC. 
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22. Given that the planned implementation of the new curriculum will take 
two to three years, we would propose that PD periodically assess if there are 
any risks to having sufficient personnel with the competencies and capabilities 
that need to be in place. These assessments would support recommendations 
on priorities for the timing and the order of the delivery of specific training 
courses. 

Engagement performance—TeamMate audit software 

23. The TeamMate audit software is the Office’s key audit tool for managing 
audit files electronically and it is also a key control for safeguarding engagement 
documentation. The Office would face a significant risk should TeamMate not be 
operating effectively. 

24. We looked to see whether the planning, development, implementation, 
and management of TeamMate and its libraries for all products support the 
Office’s objectives for audit quality. The focus of this project was to evaluate 
whether there is the appropriate oversight and ownership, responsibilities, and 
accountabilities for TeamMate. We looked at whether TeamMate adequately 
reflects OAG business decisions and whether it maintains confidentiality and 
safe custody. The content of the methodology was not part of our evaluation. 

25. In September 2012, the Office converted TeamMate from the R8 version 
to the R10 version. Given that the conversion occurred in the middle of our 
monitoring period, we focused our work on evaluating the operational 
effectiveness of the key processes that were operating in R8 and that remained 
unchanged in R10. For new processes that were introduced as part of the 
R10 conversion, our evaluation was limited to the design and steps for 
implementation. We did not evaluate the operational effectiveness of new 
R10 processes. 

26. Overall, we concluded that the planning, development, implementation, 
and management of TeamMate and its libraries support the OAG’s objectives for 
audit quality. The addition in 2012 of the Audit Applications Steering Committee 
(AASC) and the Audit Applications Working Group has helped achieve this 
objective. 

27. During our evaluation of the design of new R10 processes, we observed 
that two important business requirements were not included in the conversion 
to R10. The Information Management, Technology and Security Group (IT) had 
assessed the risk of phasing in these two processes and had decided they could 
wait until early 2013. We could not, however, find documentation that the AASC 
was informed of this decision. For future key decisions regarding TeamMate, 
the AASC should be made aware of and approve choices affecting audits and 
affecting compliance with CSQC 1. 



April 2013 Monitoring Report on the System of Quality Control 2012 

8 Office of the Auditor General of Canada 

28. During our evaluation of relevant information technology general controls, 
we observed that the OAG does not have an approved and implemented Office-
wide business continuity plan. While there is a draft business continuity plan, it 
has not yet been approved and finalized. However, in the event of a disruption 
affecting TeamMate R10, IT has designed the capability to maintain the 
availability of audit files; IT’s next step is to test this capability. 

Office-wide policies and procedures required by CSQC 1 

29. In this first year after updating the Office’s system of quality control 
policies and procedures, we performed a comprehensive evaluation of the 
effectiveness of the operations of key policies and procedures. We selected 
five Office-wide requirements of CSQC 1. For each of the Office-wide 
requirements, we evaluated whether the policies and procedures were operating 
effectively. We looked to see whether policies established what is expected, 
and whether relevant procedures were communicated to effect the policies 
and enable all personnel to understand and carry out their responsibilities for 
audit quality. In addition, we looked to see whether the Office has established 
responsibility and accountability for each area with competent personnel who 
perform the activities in a timely manner and monitor and take corrective action 
as needed. 

30. The work we performed in each of the areas we looked at is described in 
the following paragraphs. 

• Relevant ethical requirements. As a legislative audit Office, the OAG’s 
mandate is to provide members of Parliament with independent, fact-
based, and reliable information to assist them in carrying out their 
oversight role. Maintaining objectivity and independence from the 
organizations it audits is critical to the Office’s credibility. Monitoring 
looked at what was in place for all individuals to adhere to the expected 
standards of conduct. In addition, we looked at how breaches were 
identified and if the appropriate authority followed up. 

• Acceptance and continuance. We evaluated the operational 
effectiveness of activities related to OAG independence and practices 
for acceptance of engagements and withdrawal where entities may pose 
a threat to Office independence. Further, we looked at how threats and 
breaches to Office independence were identified and resolved in a timely 
manner. 

• Engagement performance: PPG processes to monitor and maintain 
audit methodology. We looked at how PPG monitors new developments 
in professional standards, laws, and regulations. Note that we could 
evaluate only the design of PPG’s processes to monitor and maintain 
audit methodology, not PPG’s operational effectiveness, since PPG had 
not yet completed a full update cycle since the implementation of RAM. 
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• Human resources and engagement performance. We looked at 
processes for assigning senior personnel to audits, including meeting 
rotation requirements, and the operation of both the selection and 
appointments of quality reviewers and the selection and appointments 
of internal specialists. 

• Complaints and allegations. We looked at the operational effectiveness 
of the handling of complaints and allegations of non-compliance with the 
system of quality control. 

31. Overall, for these Office-wide elements, we conclude that the policies and 
procedures are operating effectively and allow those assigned responsibility to 
carry out their responsibilities for audit quality. 

32. However, we did observe some weaknesses where improvements could 
be made in the four areas outlined in the following paragraphs. While we have 
recommendations in these areas, they do not impact the effective operation of 
the OAG’s system of quality control. 

33. Responsibility for assignment of senior personnel. The Office’s policy 
states that the assignment period for senior engagement personnel (including the 
engagement AAG and the engagement leader) should not normally exceed 
seven years. The policy also states that exceptions require the approval of the 
Executive Committee. 

34. The current process for rotating senior engagement personnel relies 
on those AAGs and PXs who should be assigned to new portfolios identifying 
themselves to a senior member of Human Resources. In the period January 
to September 2012, we observed five instances where senior engagement 
personnel remained on engagements for periods exceeding Office policy. 
In addition, there was no documented approval by the Executive Committee 
for any of these exceptions. The exceptions have since been resolved as a result 
of a rotation of staff that took place in the fall 2012. This process, however, was 
managed by an engagement AAG, not a senior member of Human Resources. 

35. Recommendation. In order for the Office to have assurance that rotation 
of senior personnel complies with OAG policy, we recommend the following: 

• An AAG should be assigned overall responsibility for the rotation process 
in consultation with the engagement AAGs and product leaders. 

• Where exceptions to policy are needed, these exceptions should be 
formally documented and approved by the AG and the information 
provided to the AAG of the PPG. 

36. Responsibility for selection and appointments of internal specialists. 
The Office uses internal specialists to support engagements and these 
specialists are listed on the Office’s INTRAnet site. Internal specialists allow 
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the Office to comply with CSQC 1 by having sufficient resources to enable 
consultation. Also, specialists can be assigned to engagement teams; their 
involvement supports the need for sufficient personnel with appropriate 
competencies and capabilities to perform audit work. 

37. Through our discussions with the AAG who had been assigned 
responsibility for the internal specialists for performance audit, and from our 
review of Office policies and Executive Committee minutes, we observed that 
the processes for identifying specialists and for the selection and appointment of 
specialists, including the criteria used, are not clear. We also observed that the 
Office does not have a formalized process to assess the competencies required 
to be appointed as an internal specialist, nor does it have a succession plan for 
internal specialists. We also noted that while the Executive Committee had 
approved an action item to review and approve the list of internal specialists 
annually, we were not able to find any approvals since December 2010. 

38. There is a risk that this lack of clarity may impact the sufficiency of the 
Office’s resources and ultimately audit quality. 

39. Recommendation. We recommend that an AAG be assigned overall 
responsibility for the selection and subsequent recommendation to the Executive 
Committee for the appointments of all internal specialists for all product lines. We 
also recommend that this AAG establish and document a process to identify, 
select, and appoint internal specialists. 

40. Responsibility for the complaints and allegations process. The 
standards require that the Office establish policies and procedures to deal 
with complaints and allegations that the work performed fails to comply with 
professional standards and applicable legal requirements as well as allegations 
of non-compliance with its system of quality control. The Office is also required to 
establish clearly defined channels for personnel to raise concerns. Current Office 
policy states that these types of internal allegations or complaints be emailed to 
the AG directly. 

41. The AG, however, is often involved in the outcome of audits and may not 
be able to exercise his role with an appropriate level of independence. In our 
view, there is a need for increased independence from the audit engagements. 

42. Recommendation. We recommend that the responsibility for internal 
allegations or complaints regarding the system of quality control be assigned 
to an AAG who is independent of audit engagements. 

43. Responsibility for maintaining a single list of audits. As part of 
our evaluation of the assignment of senior personnel and the selection and 
appointments of quality reviewers, we observed that lists of engagement AAGs, 
PXs, and their audits were created and maintained by several parts of the Office. 
The following are some examples. 
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• A list of the engagement leaders and the engagement AAGs is maintained 
by Human Resources to assist in the assignment of senior personnel. 

• A similar list is developed and maintained by PPG for the selection and 
the appointment of quality reviewers. 

• There is a list of audits developed and maintained for the document, 
Delegation of Signing Authority—Annual Audits and Special Examination 
Opinions. 

• There is another list developed and maintained by the Comptroller’s 
Group for product costing of the Office’s engagements. 

We understand there are additional lists of audits. 

44. The Office needs to have assurance that there is a complete and accurate 
list of audits since this is key OAG management information. The current 
situation is redundant and inefficient and could put the Office at risk since many 
activities and reports rely on this information. 

45. Management is aware of this need and has approved the launch of a 
project (called Product Management) designed to streamline the development 
and maintenance of this management information. It will be phased in 
during 2014. 

46. Recommendation. We recommend that one area be assigned 
responsibility for maintaining the complete and accurate list of the Office’s audits. 
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Appendix 1—About Monitoring 
Establishing and maintaining a system of quality control for OAG audits requires 
policies and procedures that address each of the following elements of the 
CSQC 1: 

• leadership 

• relevant ethical requirements (including independence) 

• acceptance and continuance of entity relationships and specific 
engagements 

• human resources 

• engagement performance 

• monitoring 

Pursuant to CSQC 1 p. 48, the OAG shall establish a monitoring process 
designed to provide it with reasonable assurance that the policies and 
procedures relating to the system of quality control are relevant, adequate, 
and operating effectively. 

Monitoring is not conducted with the objective of providing assurance to a 
third party. 

The following table presents each of the monitoring projects selected for 2012, 
a description of why they are important to the Office, the criteria, the sources of 
the criteria, and the procedures used in our monitoring. 

What we looked at and why 
Why it is important; criteria 

and sources What we did 

Leadership  
Leadership is key to 
meeting the objectives 
of the system of quality 
control and management’s 
demonstrated commitment 
to quality. Leadership (as 
defined by CSQC 1) is 
evidenced in a number of 
ways: 

• It sets the tone at the 
top for quality and 
ethical values.  

• It addresses the 
assignment of 

Management establishes 
authorities, responsibilities, 
and reporting lines to 
achieve the objectives of the 
system of quality control. 
Those assigned 
responsibility are 
accountable. 

Sources: CSQC 1 (18, 19) 
and COSO (Committee of 
Sponsoring Organizations of 
the Treadway Commission) 
Guidance on Monitoring 
Internal Control Systems, 
examples 3, 5, and 10  

Documented the 
assignment of roles and 
responsibilities through 
interviews with senior 
personnel and looked at 
committee meeting 
minutes where relevant. 
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What we looked at and why 
Why it is important; criteria 

and sources What we did 
management 
responsibilities, 
authority, responsibility, 
and accountability for all 
aspects of the system of 
quality control.  

• From a human 
resources point of view, 
it establishes policies 
and procedures for 
recruiting and 
developing staff and 
ensures sufficiency of 
resources. 

Human resources—training 
on methodology 
Key to audit quality are 
competent individuals. The 
OAG has policies and 
procedures in place 
regarding competencies, 
training, evaluation, and 
succession planning. 
There is a risk in the 
delivery of continuing 
training as a result of the 
decision to delay full 
implementation of the 
training curriculum for all 
products. 

Management assesses risks 
to maintaining competencies 
potentially affected by the 
revised implementation plan 
for the new curriculum. 
Management takes action to 
address any potential 
shortcomings in delivering 
continuing training and 
maintaining competencies. 

Sources: COSO Guidance 
on Monitoring Internal 
Control Systems, examples 
4 and 7; CSQC 1.29 and 
CSQC 1 A.26  

Interviewed senior 
personnel. Looked at 
committee meeting 
minutes and 
documentation of plans, 
approvals, and actions 
taken.  

Engagement Performance—
TeamMate audit software 
The Office relies on the 
TeamMate audit software 
to provide reasonable 
assurance that 
engagements are 
performed in accordance 
with professional 
standards. The Office 
would be facing a 
significant risk should 
TeamMate not operate 
effectively. TeamMate has 

The planning, development, 
implementation, and 
management of TeamMate 
(and its libraries) for all 
products support the OAG’s 
objectives for audit quality. 

Sources: Information 
technology general controls 
and COBIT (Control 
Objectives for Information 
and Related Technology) and 
Application Controls (ISACA, 
previously known as the 
Information Systems Audit 

Looked at information 
regarding the 
assignment of 
responsibilities for 
TeamMate. Looked at 
relevant policies and 
procedures. Tested 
relevant information 
technology general 
controls.  
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What we looked at and why 
Why it is important; criteria 

and sources What we did 
not been assessed 
recently against its ability 
to meet the objectives of 
CSQC 1. 

and Control Association); 
information management file 
retention; COSO Guidance 
on Monitoring Internal Control 
Systems, examples 11, 12, 
and 14; OAG special 
examination general criteria 
for information technology. 

Office-wide policies and 
procedures required by 
CSQC 1 
We planned to test the 
relevance and operational 
effectiveness of Office-
level processes and 
procedures with the 
objectives of CSQC 1. The 
Office-level controls that 
we looked at were the 
following: 

• relevant ethical 
requirements, 

• acceptance and Office 
independence, 

• PPG processes to 
monitor and maintain 
audit methodology, 

• human resources and 
engagement 
performance, and 

• complaints and 
allegations. 

Each of the Office-level 
control activities has 
policies, procedures, 
and business processes that 
establish what is expected, 
and communicate relevant 
procedures to effect the 
policies and enable all 
personnel to understand and 
carry out their quality 
responsibilities. 

Sources: CSQC 1, COSO 
Guidance on Monitoring 
Internal Control Systems, 
examples 12 and 14. 

For all projects listed: 

Looked at all relevant 
documentation in Office 
policies and procedures. 
Looked at senior 
committee meeting 
minutes. Interviewed 
senior personnel. 
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What we looked at and why 
Why it is important; criteria 

and sources What we did 

Engagement-level results of 
file inspections 
To comply with standards, 
the overall monitoring 
process includes file 
inspections. The Practice 
Review and Internal Audit 
team performs file 
inspections for all three 
product lines (annual audit, 
performance audit, and 
special examinations). 

OAG policies and 
procedures for audit quality 
and professional standards 
have been appropriately 
applied in each audit file 
selected for all three 
products. 

Source: CSQC 1 para. 48 a).  

Looked at the criteria 
and audit programs for 
the annual audit practice 
review. 
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