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The Pre-Audit Assessment - A Homework Assignment for Auditors

Dr. Steven C. Marschman
PacificNorthwestLaboratory(') .
Richland,Washington99352

INTRODUCTION

The role of the qualityassuranceauditis evolvingfrom complianceverification
to a much broader assessmentof programmaticand managementperformance. In
the past, auditswere poorlyunderstoodandcausedfear and trepidation.Auditees
turned an audit into a cat-and-mousegameusingcoverupstrategiesand decoy
discrepancies. These games were meant to "give the auditorswhat theywant,"
namely a few findingsthat could later be easilycorrected. At PacificNorthwest
Laboratory (PNL), I observedauditingbecomea spectatorsport. Matchinga
compliance-orientedauditoragainst a craftygroupof scientistsprovidedhoursof
entertainment.

As a programmanager, it was clear thesegamesware neitherproductive
usefulnor costeffective. Fortunately,over the pastfew years severalconcepts
embraced by "total qualitymanagement"havebegunto emerge at my Laboratory.
These conceptsare being adoptedby mostsuccessfulorganizations,and basedon
these conceptsnewtools and ideas are emergingto helporganizationsimprove
productivityand quality.

Successfulorganizationshave been and are continuingto develop
management strategiesthat rely on participativeapproachesto theiroperations.
These approachesencouragethe empowermentof organizationstaffat ali levels,with
the goal of instillingownershipof qualityin everystaffmember• As management
philosophiesare changing,so are the responsibilitiesand expectationsof managers.
Whether an organizationhasfully implementadchanges, is in the processof change,
or mullingoverwhat to do, managerseverywhereare experimentingwith newtoolsto
help them improvetheir operationsand competitiveness.

As the qualityaudit evolves,managersandothercustomersof the audit
process have developedexpectationsfor the auditingprocessthat never existedin
years past. These expectationshave addedcomplexityto the audit process, lt is no
longeradequate to prepare a checklist,performthe audit,and documentthe results.
When viewed as a tool for verifyingperformance,the scopeof a qualityauditbecomes
much more than a compliancechecklist.

(a) PacificNorthwest Laboratoryis operatedby BattelleMemorial Institutefor the
U.S. Department of Energy under Contract DE-AC06-76RLO 1830.
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AUDIT PREPARATION

To be sure the quality audit will meet the expectations of the customers, the
',

auditor must place emphasis on audit preparation. The groundwork for the audit must
be carefully laid to be sure the audit can be performed on schedule, and have the
least impact on day-to-day operations.

During audit preparation the auditor can take steps to ensure the success of the
audit. While preparing for an audit, define the customer expectations, and any
specifics topics that may need to be explored during an audit. This is the time to set
the tone for the audit, and to establish trust and respect between the audit team and
customer. Ehave found that a three phase approach to audit preparation can help me
meet my objectives. These partsare the pre-auditmeeting, backgroundresearch,and
checklistpreparation. The pre-auditmeetingallowsthe auditorthe mostcreativity.
The onlyrule that applies in thisphase is simple;makea goodimpression.After the
pre-auditmeeting(s)the auditorwill know somethingaboutthe auditees. Fromthese
meetingsthe auditorshouldhave enoughinformationto begingatheringbackground
informationin those areas that may requireattention. Uponcompletingthe
backgroundinvestigations,the auditchecklistcan be prepared.

Once the pre-auditassessmentis complete,the auditorcan fine-tunetheaudit
team, and planan appropriateaudit to meetsthe needsof the customer, lt is
throughthe efforts of a properlypreparedauditorthat the role of the qualityauditwill
evolve from a stickusedfor punishmentto a useful,constructivetool for improvement.

PRE-AUDIT MEETING

The pre-auditmeetingis probablyan auditor'smostusefultoolto determinethe
expectations of the parties involvedwith the audit. Several different meetingsmay be
necessaryto get an overallgraspof the expectationsof the variousparties. For
example, the projectstaffof a _esearchprogrammay expectan audit to verify
calibrations of instruments,but the agency funding the program may want the
subcontracting efforts of the program examined. The managers of the program staff
may want the audit to determine if the program is properly controlled. There may also
be specific requirements that the audit must addressdue to contractual agreementsor
regulations. Once these expectations and factors are identified, it is up to the auditor
to meet as many of those objectives as possible.

The information gathered from the pre-audit meetings can then be usedto help
the auditor prepare the scope of the audit. Look and listen carefully for overlapping
areas of concern from the program staff and management and target those for
investigation. During the audit, these areas can be investigatedfor strengthsand
weaknesses. If weaknesses are identified, the audit report can serve as the vehicle
from which improvement begins. If an area of concern is investigated and no
weaknesses are found, the audit report can serve to bolster the confidence of the staff

;:and management.



The pre-auditmeetingsallowthe auditorto becomeacquaintedwiththe
, personalitiesof the staffwho willparticipateinthe audit. Hostilitiesand tensioncan

be reduced by addressingthe anxietiesof thosestaffmemberswho feel threatenedby
the auditingprocess. The attitudesof the auditeescan be extremelyimportantto the
successof the audit, lt is unlikelythat an auditorwillgathermuchmore than "yes"or
"no" answersfrom a hostileauditee,makingit moredifficultto conducta successful
audit.

Be aware that the auditor'sattitudeand mannerismsof the auditorwillheavily
influencethe responseof the auditees. Rememberthat an auditor'sstrongself-
confidence and aggressivenesscan be interpretedas arroganceandhostility.During
the pre-auditmeetings,it is importantto establisha large "comfortzone" in whichali
can work. Make the staffcomfortablewithyourpresence. They willbe muchmore
cooperativeand helpfulif theyfeel untt_rGatened.

BACKGROUND INVESTIGATION

Once the resultsof the pre-auditmeetingsare assessed,the auditorcan begin
gatheringsupportinginformationaboutany oi"ali areas thatwillneed to be addressed.
Sleuthingmay be a more appropriatedescriptionfor thisactivity. I oftenrelyon my
instinctsand impressionswhen I pickareas to begininvestigating.I developa series
of questionsbased onwhat I learnedinthe pre-auditmeetingsand thengather
informationon those subjects. Obtainand studypreviousauditreportsand speakwith
p.reviousauditorsif possible. Identifyandspeakwith customersof the organization.
Find out how they feel aboutthe serviceor productstheyhaveobtainedfromthe
group. Examineseveralof the productsproducedby the organizationto familiarize
yourselfwith theirwork. Try to find outdeliverableschedulesandfinancialtracking
informationpertinentto the audit. Bycouplingbackgroundinformationwith information
gathered at the pre-auditmeetings,I can beginto focuson specificareas that may
need improvement.

AUDIT CHECKLIST

The auditchecklistpreparationcan be a timeconsumingtask. However,
efficiencycan be improvedby carefullystudyingthe resultsof the pre-auditmeetings i
and the background investigations. I look for overlappingareas of concern, areas i
where performancehas been questioned,andareaswherespecificrequirements !
dictatehow an organizationis to perform. UsuallyI end upwith more ideas andareas
to examine than I can look at during an audit. I prioritizethese based uponthe
importanceplacedon these itemsby thosepersonsI interviewedin the pre-audit
meetings. I includeany areas for whichcorrectiveactionfrom previousauditsor
surveillancesis outstandingor onlyrecentlycompleted. Then, I preparethe checklist.
The resultingauditwill then be a compromisebetweenfunds,time, and the desires
and/or requirementsof the affected parties.
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SUMMARY
i1

By usinga three-phase approach to auditpreparation, I have been able to
conductseveralsuccessfulaudits. The approachrelieson good communication,
developmentof trust,and careful researchand planning. Usedeffectively,this
approach can help auditingcontributeto the improvementof a customer's
performance. A case where thisapproachwas used successfullyfollows.

Duringa pre-auditmeetingan auditoridentifieda staffmemberwhowas
hesitantto give out informationabouthiswork. The overworkedprogrammanager
was satisfiedwith the work,butthe auditordetecteda hint of anxietyinthe manager's
voice. Duringthe auditor'sexaminationof a reportwrittenby the staffmember,the
auditordeterminedthat the data presentedwere limitedand the conclusionswere
laced with "however," "but," and "possibly."The auditorhad gatheredprogram
expenditureinformationfrom the programmanagerduringa pre-auditmeetingand
noticedthat this staffmemberwas oftenoverrunon his task. The auditorsuspected
that a problemexisted in thisarea. Insteadof uncoveringthis informationduringthe
audit, the auditorcouldspendtimetryingto find out if a real problemexistedwithinthe
program. In thiscase the auditordevelopeda seriesof questionsdesignedto lookat
the research planning process. As a resultof the audit it became clear that the client
expectationswere greaterthan the allocatedbudgetand time schedulecouldsupport.
More realisticgoalswere set, and programperformanceimproved.

Althoughhomeworkis not a pleasantthought,thisapproachto audit
preparationcan and willwork. The amountof preparatoryworkis increased,but the
resultingauditwillbe moreeffective. Also, the auditwillbe viewedandaccepted
much more positivelyby the auditedorganization.











_h , -._ *ilallmnJJnluulii_pulIMluN,,,_JJ.... la_imamllJuaiwnnl_,,._,l nl i , ni i ill ld _1 I L_ LLU I _ I , II II I, . n I I

.....
::.:...





_lll IIIIIInIIIIII





,, , , i. li" _ n, ,













/

,,, , ,




