


STATE OF ILLINOIS
INTERNAL AUDIT ADVISORY BOARD
Web Address: HTTP://SIAAB.AUDITS.UILLINOIS.EDU
MINUTES
Board Meeting – April 11, 2023
1:00 p.m.
CALL TO ORDER

A meeting of the State Internal Audit Advisory Board (SIAAB) was held via videoconference pursuant to the March 31, 2023, Governor’s Executive Order which declared all Illinois counties to be a disaster area and permits virtual meetings.  The meeting was called to order at 1:00 p.m. by Chair Nikki Lanier.    

ROLL CALL

Members present:
Nikki Lanier, (Chair) Department of Revenue
H. Jay Wagner, (Vice-Chair) Office of the Attorney General
Stell Mallios, Office of the Secretary of State 
Leighann Manning, Office of the Treasurer 
Jack Rakers, Department of Central Management Services
Teri Taylor, Office of the Comptroller 
Amy Macklin, Department of Human Services
Julie Zemaitis, University of Illinois System 
Stephen Kirk, Department of Transportation 

MINUTES

[bookmark: _Hlk106382373]The draft minutes for the March 14, 2023 meeting were presented for approval. A motion to approve was made by Julie Zemaitis, seconded by Leighann Manning. The motion passed unanimously with Stephen Kirk abstaining. 

PUBLIC PARTICIPATION

None. 

REPORTS AND UPDATES
CPE Coordinator/Webmaster

Julie Zemaitis reported that one CPE certificate was issued to Katrina Woodcock for validation of the Quality Assurance Review (QAR) that was accepted on March 14, 2023.  As of the meeting, three individuals have registered and completed the SIAAB online training course.  One individual has registered but has not yet completed the SIAAB online training course.  

[bookmark: _Hlk100670002]
Quality Assurance Coordinator

Vice-Chair H. Jay Wagner reported that Rex Grossland has been hired as the interim Chief Internal Audit at Department of Veterans Affairs.  Illinois Department of Natural Resources provided an update on their late QAR, the Chief Internal Audit is working with the Director to address the QAR.

Vice-Chair H. Jay Wagner presented the completed QAR for the Department of Insurance (DOI) which was validated by Ellen Jennings-Fairfield, Chief Internal Auditor at Illinois Environmental Protection Agency.  Vice-Chair H. Jay Wagner has reviewed the documents and completed the QAR Review Coordinators Checklist.  The results of the QAR were generally conformed without exceptions noted.  A motion to approve the DOI QAR was made by Jack Rakers, seconded by Teri Taylor.  The motion passed unanimously.  

Vice-Chair H. Jay Wagner presented the team request from James Froehner at the Department of Labor.  The request is for a Self-Assessment with Independent Validation (SAIV) with Leighann Manning as validator.  The period of the QAR would be December 14, 2020 through March 31, 2023.  It was noted Leighann Manning has completed the SIAAB online training course (completed in 2017) and there had been a question regarding the time elapsing since completion of the training course.  The bylaws have no provision on the timing of the training and no members of the Board expressed any concern about timing since completion of the training course.  A motion to accept the team request was made by Amy Macklin, seconded by Stephen Kirk.  The motion passed unanimously with Leighann Manning abstaining.   

Vice-Chair H. Jay Wagner presented the team request from Kristoffer Evangelista at Governors State University.  The request is for a SAIV with Stephen BeMiller as the validator.  Stephen BeMiller has completed the SIAAB online training course.  The review period will be June 1, 2021 through May 31, 2023.  A motion to accept the team request was made by Julie Zemaitis, seconded by Teri Taylor.  The motion passed unanimously.  

Chair Nikki Lanier, as the Assistant QAR Coordinator, received four team requests (Illinois Finance Authority, Department of Financial and Professional Regulation, Department of Human Rights, and Department of Agriculture).  Jack Rakers provided a brief background on the circumstances surrounding the requests.  To assist the agencies with remaining compliant while the Chief Internal Auditor role is vacant, CMS has assigned an individual who would have the appropriate knowledge to do the self-assessments on behalf of the agencies.  Each assessor has either five or more years of experience or four years of experience and a certification.  Due to the situation, an external reviewer for the Institute of Internal Auditors (IIA) will be utilized.    Chair Nikki Lanier inquired if the IIA reviewer will familiarize themselves with the State of Illinois requirements.  Julie Zemaitis noted the University of Illinois had used an external reviewer from the IIA and the individuals familiarized themselves with the State of Illinois requirements and took the required online SIAAB course.  Julie Zemaitis reported the proposed reviewer, Steve Goodson, has completed the SIAAB online training course.  

Chair Nikki Lanier presented the team request from Internal Audit Supervisor Dawn Meier on behalf of the Illinois Finance Authority.  The request is for a SAIV of the period January 1, 2020 through December 31, 2022 with Steve Goodson as the validator.  A motion to accept the team request was made by Stephen Kirk, seconded by Julie Zemaitis.  The motion passed unanimously with Vice-Chair H. Jay Wagner and Jack Rakers abstaining.    

Chair Nikki Lanier presented the team request from Senior Internal Auditor Amy Lange on behalf of the Department of Financial and Professional Regulation.  The request is for a SAIV of the period January 1, 2020 through December 31, 2022 with Steve Goodson as the validator.  A motion to accept the team request was made by Leighann Manning, seconded by Stephen Kirk.  The motion passed unanimously with Vice-Chair H. Jay Wagner and Jack Rakers abstaining.    

Chair Nikki Lanier presented the team request from Senior Internal Auditor Glen Minks on behalf of the Department of Human Rights.  The request is for a SAIV of the period January 1, 2020 through December 31, 2022 with Steve Goodson as the validator.  A motion to accept the team request was made by Stephen Kirk, seconded by Teri Taylor.  The motion passed unanimously with Vice-Chair H. Jay Wagner and Jack Rakers abstaining.    

Chair Nikki Lanier presented the team request from Senior Internal Auditor Mitch Flesch on behalf of the Department of Agriculture.  The request is for a SAIV of the period January 1, 2020 through December 31, 2022 with Steve Goodson as the validator.  A motion to accept the team request was made by Julie Zemaitis, seconded by Teri Taylor.  The motion passed unanimously with Vice-Chair H. Jay Wagner and Jack Rakers abstaining.    

FOIA Officer

Leighann Manning reported there have been no FOIA requests.

Guidance Coordinator

Due to the anticipated length of the discussion surrounding the IIA Standards Draft Feedback, the report of the Guidance Coordinator is moved to the end of the agenda.

[bookmark: _Hlk502666136]Conference Coordinator

[bookmark: _Hlk103429863][bookmark: _Hlk103429905][bookmark: _Hlk103430109]Vice-Chair H. Jay Wagner informed the Board that Richard Chambers must regretfully withdrawal as a speaker for the 2023 Conference due to a conflict.  

OLD BUSINESS 
The Board discussed reaching out to the Auditor General.  Stephen Kirk mentioned a meeting may be nice to note SIAAB’s officers and the focus of the Board, as well as keep a connection with the Auditor General.  Julie Zemaitis and Jack Rakers agreed it would be a nice gesture to offer and would help maintain communication.  The outreach will be initiated by the Chair and if a meeting is set it will then be determined which two Board members will attend.  A motion was made by Stephen Kirk and seconded by Jack Rakers that Chair Nikki Lanier will reach out to the Auditor General to determine the interest in setting up a meeting.  The motion passed unanimously.  



NEW BUSINESS 

Chair Nikki Lanier presented a revision to Section 1.4.4 of the bylaws.  While reviewing the requirements of the Board positions it was discovered that an update to Section 1.4.4 was overlooked when an update was made to the bylaws during 2020.  In 2020 the bylaws were updated to require the FOIA Coordinator and Assistant FOIA Coordinator to complete only the FOIA training annually, as opposed to both the FOIA and Open Meetings Act (OMA) training.  The rationale behind the change was that the Chair and Vice-Chair complete the Open Meetings Act training annually and they would likely be conducting the meeting.  Further, new board members are required to complete the OMA training within 90 days of appointment, therefore the member would have completed OMA training prior to becoming the FOIA Coordinator or Assistant FOIA Coordinator.  The change to Section 1.4.4 is simply updating and clarifying the bylaws to agree to what was previously voted on by the Board and would strikethrough the following section:  

1.4.4 OTHER COORDINATORS
…
…
Whenever a new FOIA Coordinator or Assistant FOIA Coordinator is designated by SIAAB, that person must successfully complete the training provided by the Illinois Office of the Attorney General for both the Freedom of Information Act and the Open Meetings Act within 30 days after assuming the position and, annually thereafter.
… 
A motion was made by Jack Rakers and seconded by Vice-Chair H. Jay Wagner to strikethrough the paragraph of Section 1.4.4 requiring the FOIA Coordinator or Assistant FOIA Coordinator to annually complete FOIA and OMA training.  The motion passed unanimously.     

Jack Rakers informed the Board that Central Management Services Bureau of Internal Audit (CMS BIA) has put together a training on the Fiscal Control and Internal Auditing Act (FCIAA) checklist and will be having a training soon and uploading the training to their website.  There will be four one-hour sessions.  Notification of the upcoming training will be sent to the CMS BIA distribution list.   

Guidance Coordinator

Stephen Kirk received several responses with feedback on the proposed IIA Standards and will highlight the main points for Board discussion.  Stephen Kirk noted he will be sending a response to the IIA on behalf of his agency, in addition to the response the Board is preparing.  He encouraged the members of the Board to send their own responses as well.  Given this is a major overhaul of the Standards, the 90-day comment period is not very long.  The was Board agreed that the letter will come from the Chair and have all Board members’ names and signatures attached, unless someone would like to opt out.  



Stephen Kirk summarized the main comments and the Board discussed as follows:

· Proposed Standards are too prescriptive, overuse of “must”
· Stephen Kirk noted the references seem to imply a specific way to go, like standards for the CPA profession which provide a prescriptive way to do things.  However, internal auditing standards have always provided a framework to be used.     
· Julie Zemaitis concurred with the comment noting there are two bright lines of the things we cannot do and the things we must do.  There is a lot of room in between to tailor to who we serve, and that flexibility is lacking with the proposed Standards. 
· Vice-Chair H. Wagner stated that “must” is used to the degree that it could be very difficult for small internal audit functions to comply with, and they will be delivering less due to having more prescribed requirements to follow.  In addition, there will be more findings.  
· Jack Rakers agreed there are a lot of “ensures” within the proposed Standards. 

· How can the IIA mandate a board, or agency head, when they are not required to comply with these Standards 
· Vice-Chair H. Jay Wagner stated there are a lot of mandates on the board.  
· Julie Zemaitis agreed, noting at the University of Illinois the board members are very stretched as they also serve on other committees and the positions are uncompensated.  It is presumptuous of the IIA to think they can require boards to comply.  Boards may pushback and the Standard could have the opposite impact of encouraging involvement.  This will also cause a lot of additional administrative burden.  This has a has the CPA/public accounting feel – if it is a public company with a compensated board, it is more achievable.  With volunteer uncompensated boards it is problematic.
· Stephen Kirk noted it was mentioned that as part of the group they consulted with, the board asked for this.  Feedback was likely from compensated boards; this does not work for not-for-profit or public boards.  The IIA does not have the authority to mandate board actions, but they could issue guidance.    

· Use of the term Inspector General 
· Vice-Chair H. Jay Wagner commented he thinks including inspector general as an alternative title is an issue in the public sector.  We would not want someone to think this is a way to save money and combine positions.  
· Jack Rakers stated in Florida the chief internal auditor reports to the inspector general.  He doesn’t know how it could be carved out without saying someone who reports to executive management.  
· Stephen Kirk mentioned there are a couple of states set up such that audit reports to inspector general and there is separate management under the inspector general.  He wondered if the wording could be changed such as whoever is delegated the responsibility, whatever that position is called.  However, he is struggling with what it should be called.
· Jack Rakers commented it would seem to make sense that it refers to who they would report to or the level they would report to, and perhaps the Standard could provide common titles.
· Stephen Kirk shared that a lot of public companies have an overall compliance group that does separate things but is part of the same management structure as audit, reporting to the same head.  He thinks that is what they are trying to allow for with the proposed Standard.  

· Functional vs. Administrative Reporting 	
· Stephen Kirk noted there is a lot of confusion throughout the document with functional vs. administrative reporting.  It seems they are talking about a public company and trying to refer to the most senior person.  
· Julie Zemaitis agreed, it does not translate well outside of a public company perspective. 
· Stephen Kirk shared that someone mentioned this is why the public sector comment is included below, and we could try to get a “qualifier” added.  The public sector representative for the proposed Standards was previously at a university but has been in consulting for 8 years and did not seem to understand that you cannot just implement a board.  Flexibility is needed to allow for differences in public sector, for example, city, county, state, and university. 
· Julie Zemaitis noted this is too much of a prescriptive framework with having all the “musts”, then trying to translate to the public sector and have the public sector comments.  Instead of giving flexibility the IIA has made it prescriptive, and it is too cumbersome and restrictive.

· Use of the term senior management
· Stephen Kirk noted use of the term throughout is troublesome in several spots.  When the proposed Standards give examples, if there is only one example given that would seem to be what should be done by everyone.  In one section there is discussion of having a team of senior management that internal audit could report to, this is troublesome for independence.     
Jack Rakers commented that CMS feels like IIA should be encouraged to have a revision to the proposed Standards and then a second comment period.  Stephen Kirk stated that we don’t want to assume that another comment period would occur if there were revisions.  Jack Rakers noted that with the large number of revisions hoped to be seen, he would like to see another version.  Julie Zemaitis agreed.  

Stephen Kirk encouraged everyone to submit individual comments.  Julie Zemaitis noted the University of Illinois will be doing a separate response and is also responding on behalf of the Big Ten Conference.  Stephen Kirk stated in addition to the response from Illinois Department of Transportation, he will be responding on behalf of American Association of State and Highway Transportation Officials (AASHTO).    
· Change from consulting to advisory services.
· Stephen Kirk noted the proposed Standards state that documentation for advisory services should be the same as assurance.  In practice there are informal and formal advisory services, and they are very different from an audit and vary greatly depending on what the advisory service is.  If an advisory service becomes more involved to the level of an audit or if an audit turns out to be less than anticipated, you document the change in level of service.  It should not be assumed that an advisory service looks the same as an audit.
· Julie Zemaitis agreed and noted performing testing will differentiate assurance and advisory services.
· Chari Nikki Lanier commented it is almost as though they think time is being tracked like in public accounting and documenting each project worked on in small increments of time.  
· Vice Chair H. Jay Wagner shared that we don’t want every time internal audit receives a question to seem like an audit and become a report.
· Stephen Kirk commented that we use advisory services to help prevent issues, internal audit wants to be a trust advisor.  

· Risk assessment
· Stephen Kirk noted there are a lot of different ways that people approach risk assessment, one way of doing so is not the only way.  The proposed Standards seem to dictate the way this is to be performed.  Stephen Kirk noted he feels a detailed system narrative is more meaningful than a risk matrix.  The proposal seems to require development of a risk matrix, updating throughout the audit, and tracking all the findings against the risk matrix.  This is overly prescriptive; it should say that the Chief has a documented process for how to develop the audit plan and assess risk.  He noted someone can question your process, but Standards should not dictate how you do it.  
· Vice-Chair H. Jay Wagner agreed, and noted internal auditors are going to get distracted by detail that doesn’t add value.
· Julie Zemaitis and Chair Nikki Lanier noted their agreement with the comments.  
· Stephen Kirk commented he feels this is a critical item, the proposed Standards go too far and dictate how you do something.
· Vice-Chair H. Jay Wagner noted this renders professional judgement meaningless.  It is not productive – management is not going to see all this stuff and think it is valuable, they will only see the final product and wonder what is taking so long.  
· Chair Nikki Lanier commented that the auditees view of risk may be very different than what we see and how we evaluate.  Auditee would rate risk differently and it would skew the assessment.

· Rating system
· Stephen Kirk stated when he first looked at the proposed Standards, he thought they were noting you’d need to say how significant (material, immaterial, observation) but what they want is an overall rating system such as pass/fail, comply/does not comply, or green/yellow/red.  With this system what makes a red?  If you have a material finding, isn’t that a failure of the control?  Overall, how would that get scored?  Internal audit wants to have each finding addressed by the auditee, which is difficult as it is currently.  
· Chair Nikki Lanier noted there will be so much argument that a report will never be finalized. 
· Vice-Chair H. Jay Wagner noted that even if the auditee would otherwise agree with recommendation, they’ll push back because they don’t want a bad report.   
· Jack Rakers agreed this is problematic.  He noted that the external auditors will also see this and could consider how internal auditors ranked findings in their evaluation of the external audit exceptions.  
· Vice-Chair H. Jay Wagner noted it is an objective measure as to how to come up with the rating system. 
· Stephen Kirk noted the Standards should make you document your process but not tell you how to perform the process.  

· Ethics
· Stephen Kirk stated that we know how our ethics program is implemented with the State/Agency.  We know we have a program, but we don’t need to review or audit every year.  We do not need something mandated for us to review.
· Jack Rakers agreed with the comments and noted some of the required items for the current QAR are a bit over the top and are not within the mission.

· Quality assessments
· Stephen Kirk shared that we need to have an internal quality assurance process but don’t need a formal quality assessment.  We have a quality assurance process; we do not need another process.  An IIA Conference speaker stated that periodically means annually, so a formal internal assessment would need to be done annually.  
· Vice-Chair H. Jay Wagner noted the wording states the results of the internal assessment are to be communicated annually.  It then breaks it out into two parts – ongoing monitoring and self-assessment, where it specially says periodically.  The communication of the monitoring and self-assessment must be annual but based on wording do not see where the self-assessment has to be performed annually.  The comment by the speaker is concerning.  Between the internal assessments, external assessments, and external audits, there will be a lot of time spent on assessments and not on audits.    
· Stephen Kirk noted on the external assessment if we cannot do self-assessment with independent validation more than once a decade it will be detrimental to the state agencies.  
· Chair Nikki Lanier inquired if this could be so that we use the IIA Quality Services? 
· Stephen Kirk noted the requirement for the external quality assessment and requiring a CIA be the lead of the team could be viewed as a self-serving requirement.  
· Julie Zemaitis further noted it was implied you must take the IIA QAR training.

· Other comments
· Vice-Chair H. Jay Wagner noted the headings for the public sector seem to be a bit silly, the guidance doesn’t apply just to the public sector.  Julie Zemaitis agreed. Stephen Kirk noted he thinks there is a need for the public sector comments but not all of them apply to just the public sector and some that are public sector do not apply across the board to the entire public sector.  
· Vice-Chair H. Jay Wagner also stated in 9.6 on Coordination and Reliance, which used to be external coordination, it is important to note and the IIA to understand that the external audit is not subordinate to the board in all jurisdictions, such as the State of Illinois.  The board has no authority over the external audit, and we cannot coordinate to the extent prescribed in that section.   

· Resourcing of the internal audit function
· Julie Zemaitis noted the proposed Standards place more responsibility on the Chief Audit Executive (CAE) for ensuring that the internal audit function is adequately resourced.  She noted we do not have the authority to determine our own resources or the budgets we are provided.  In the proposed Standard under section 10.2 under HR management, the Board must approve the resource plan and if the Board lacks the appropriate resources the CAE must determine how to obtain the appropriate resources.  She noted she does not know how that would work; would we communicate the lack of resources? If the funding is not provided, how would we as the CAE get this done? 
· Stephen Kirk noted this is more to the public sector where you have a budget and have flexibility to decide how you want to spend your money.  He noted related to that is where it mentions senior management and discussing with them, he would discuss the issue with the agency head whereas senior management is those he audits.  Ultimately it is the decision of the agency head, we can communicate but if the answer is no, nothing can be done.  
· Vice-Chair H. Jay Wagner stated he thinks the current Standard where we report resource needs to management is sufficient.  We are communicating what we need and if they say no that is simply how it is.    
· Julie Zemaitis added that this goes back to who sets the risk appetite for the organization – it is not the Chief Internal Auditor, it is the governing body.  If we communicate what we can cover with our resources, it is up to the board/governance to make the decision if they are comfortable with it or not.  She noted overall with her comments around resourcing, the proposed Standards have it backwards as to who is responsible.    
· Vice-Chair H. Jay Wagner Jay noted the proposed Standards are assigning responsibilities to internal audit that should be management and assigning to management what should be internal audit responsibilities.  

· Positioned Independently
· Stephen Kirk shared that the proposed Standard talks about how the board and senior management determine the best way for internal audit to fulfil its mandate, and this does not translate well in the public sector.  Senior management of the agency would be those that we audit, it makes it seem like the people we audit are making the decisions.  Senior management is used throughout the document and items are to be decided in consultation with senior management.  He thinks this may be intended to mean the CEO of a public company but that is not what it says, and it doesn’t translate well in the public sector.   

Stephen Kirk will prepare a draft of the response and send it to the Board; comments are to be sent back directly to him and he will revise and recirculate.  Vice-Chair H. Jay Wagner suggested starting out emphasizing the overuse of “must” and the overly prescriptive nature of the proposed Standards.  A lot of the issues noted within the proposed Standards would be easier to navigate if they were “should” and not “must”, it would not be ideal but would help.  Stephen Kirk agreed and plans to open with that as the overuse of “must” is the most troublesome item in the proposed Standards.   

Stephen Kirk will provide a draft for the individuals on the Board to review by April 25.  The question was posed of the presentation of the response, should it be prepared topically or referenced by Standard.  Julie Zemaitis suggested it be prepared topically and then supplemented with example specific comments within those topics.  Comments to the draft are due back to Stephen Kirk by May 2.  After comments have been provided, Chair Nikki Lanier and Vice-Chair H. Jay Wagner will consider whether the Board will have sufficient time to discuss at the next regular meeting or if a special meeting is needed.   

ANNOUNCEMENTS
The next regular meeting is scheduled for May 9, 2023, at 1:00 p.m. 

ADJOURNMENT
A motion to adjourn was made by Stephen Kirk and seconded by Jack Rakers. The motion passed unanimously. The meeting adjourned at 3:00 p.m. 
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