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Course Objectives

• Understand the appropriate reporting structure 
between the Chief Audit Executive and the Chief 
Executive Officer (or equivalent).

• Identify important functions of an internal audit 
department.

• Identify red flags that may indicate an ineffective 
internal audit function. 
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Water system:
• 1,610 miles of mains
• Services 353,000 residents

Sewer system: 
• Gravity collection system
• 1,450 miles of lateral and trunk sewers (8 inches to 7 

feet in diameter)

Drainage system:
• 90 miles of open canals
• 90 miles of subsurface canals 
• Subsurface canals are large enough to drive a bus 

through. 
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$3.5 billion
Assets

($83.5 million)
Operating Loss

S&WB Financial Position
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New Orleans… A City Under Water
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S&WB Accounts Receivable Aging

December 31, 2013

No Detailed Aging Report
6



Top Five S&WB Employees Who Incurred the Most Hours per Day
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What’s Going on at the S&WB?
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The Allegation

1. Executive Director directed the Internal 
Audit Manager to stop working

2. Lack of professional competence
3. No direct access to the Board of Directors
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The Allegation (continued)
1. Executive Director directed the Internal Audit Manager to stop working
“The internal audit activity must be free from interference in determining the 
scope of internal auditing, performing work, and communicating results. The chief 
audit executive must disclose such interference to the board and discuss the 
implications.” (Red Book: 1110.A1 – Organizational Independence)

2. Lack of professional competence
“Internal auditors must possess the knowledge, skills, and other competencies 
needed to perform their individual responsibilities.  The internal audit activity 
collectively must possess or obtain the knowledge, skills, and other competencies 
needed to perform its responsibilities.” (Red Book: 1210 – Proficiency)

3. No direct access to the Board of Directors
“Organizational independence is effectively achieved when the chief audit 
executive reports functionally to the board.” (Red Book: 1110 – Organizational Independence 
Interpretation)

“Dual-reporting relationship” CAE reports administratively to the CEO (Red Book: 1100 
– Independence and Objectivity Interpretation)
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What do you do all day?
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Define Nothing?
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I know I’m an internal auditor, but…
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Importance of Internal Audit

1. Improves efficiency and effectiveness of 
operations

2. Evaluates risks and protects assets

3. Assesses and evaluates internal controls

4. Determines compliance with laws and regulations

5. Identify deficiencies that could result in 
significant operational failures
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What next?
1. Audit Team meeting

2. Meeting with the Inspector General

3. Brainstorming

4. Initial document request

Our goal:  To help the S&WB help themselves!
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1. Reviewed the Audit Committee Charter, the Internal Audit 
Charter, the Internal Audit Manual, IIA Standards, state 
law, and other best practices.

2. Conducted interviews with personnel and the Audit 
Committee Chairperson.

3. Requested and/or reviewed risk assessments, audit plans, 
work papers, reports, and communications to senior 
management and/or the Audit Committee.

4. Reviewed the reporting structure to determine 
compliance with the IIA Standards.

What We Did
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Finding #1:
• S&WB management interfered with IA operations
• Lack of independence
• Audit Committee lack of oversight

Recommendations:
• Restructure the organizational placement
• Amend the bylaws to hire/fire a Chief Audit Executive
• Appoint a CAE, determine remuneration
• Obtain collective knowledge of the Red Book
• Communicate Internal Audit authority within the S&WB

What We Found
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Finding #2: No documented risk assessment

Finding #3: No documented engagement plans, audit 
programs, or work papers to support the 
results and conclusions in the “reports”

Finding #4: No internal or external quality assurance 
improvement program 

Recommendations: 
• Appoint a Chief Audit Executive
• Training on IIA Standards

What We Found (continued)
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Who is this to?
Who wrote the document?
What is the purpose?
What is the report date?
What is the audit objective?
What is the scope?

Where is the March 23, 2016 letter?How many employees?
How much money? 
Where are the interview write ups?Where are the work papers that support 
the work performed on the various 
documents identified?

Do the recommendations make sense?What are the standards?
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1. New management

What did the S&WB do?
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2. Immediate steps to implement corrective action
• Classified job posting
• Unclassified position
• Civil Service – Denied

What did the S&WB do?
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Contact Information

New Orleans Office of Inspector General
525 St. Charles Avenue
New Orleans, LA 70130

Phone: 504-681-3200
Hotline email: hotline@nolaoig.gov
Hotline: 504-681-3247
Website: nolaoig.gov
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Contact Information

Erica Smith
Deputy Inspector General – Audit Division
Phone: 504-681-3210
Email: esmith@nolaoig.gov
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