CONSULTING AND ADVISORY SERVICES

1. PURPOSE.  This document provides guidance to Army Internal Review and Audit Compliance

Offices when performing service other than audits.   Government Auditing Standards allow agencies to establish policies applying standards when performing non-audit work.

2. APPLICABILITY.  The policies set forth herein apply to all commands, installations, activities,

and agencies of the Army, Army National Guard and US Army Reserve, where the establishment of 

an internal review element is authorized under DoD Directive 7600.2 and Army Regulation 11-7.

3. REFERENCES.

a. Government Auditing Standards issued by the Comptroller General of the United States.

b. Statements on Standards for Consulting Services issued by American Institute of Certified

Public Accountants.

c. DOD Directive 7600.2

d. DOD Manual 7600.7-M, Internal Audit Manual

e. AR 11-2, Management Control

f. AR 11-7, Internal Review and Audit Compliance Program
g. AR 36-2, Audit Reports and Followup
h. AR 36-5, Auditing in the Department of the Army
i. SAFM Memorandum dated 5 June 1998, Subject:  Revised Quick Response Audit Guidance.
1. DEFINITION OF CONSULTING AND ADVISORY SERVICES:  Consulting and Advisory

Services are broadly defined as those “other services” provided to the command that are not financial or

performance audits.  These services include a variety of consulting and other services that employ the auditor’s technical skills, education, observations, and experiences.  Examples of other services include:

a. Consultations.  These services normally consist of providing verbal or written advice to

command or other senior officials.  Such advice may be offered in a relatively short time frame and may be based, for the most part, on existing information or knowledge about the command’s organization, circumstances and technical matters.  Examples include providing comments on budgets or plans of operation, responding to formal or informal inquires, or commenting on command/management decision packages.  The coordination of routine command actions is not to be considered “other services”.

b.  Advisory Services.  Advisory services generally describe the development of observations,

conclusions, and suggestions for command’s consideration and decision making.  Advisory services may include the following:

(1) Proposed Management Actions – comparing or contrasting a new or proposed change to

existing policies or procedures to identify potential strengths or weaknesses. (e.g. consolidation of operational functions).

(2)  Cost Analysis – providing a comparison of in-house costs versus commercial sources, 

validating anticipated savings for various Army programs, or commenting on lease or buy decisions.

(3) Management Controls – assisting command with the management control process.  This

includes: serving as the command’s management control administrator, assisting managers with their implementation of the management control process, evaluating the control environment for management, developing management control checklists, and providing training on management controls. Auditors should also provide commanders with advice and assistance in the development of annual assurance statements.

c.  Staff and Other Support Services.  These are generic terms used herein to describe situations

where the local internal review office provides, for a short duration, personal assistance to the commander for the accomplishment of a specific command tasking.  These services will usually require expertise in areas such as comptrollership, project management or administration.

(1) Total Quality Management Process Action Teams (PATS).  An internal auditor may serve as 

member or facilitator of a PAT.  The auditor can assist the team in the application of accounting and auditing principles and techniques.  Such assistance can often help the PAT achieve objectives of improving command or installation processes while at the same time guarding the integrity of the management control environment.

(2) Information Gathering.  The internal review staff may assist in gathering and analyzing

data for the command – such as for briefings.  Data may deal with such topics as workload information, departmental costs, base operations support costs and reimbursable funding.

(3) Statistical Sampling and Analysis.  The auditor may use statistical sampling techniques to

collect information from sources such as vouchers, delivery orders, etc. , and make projections of error rates, trends or costs.

       d.  Transaction Services.  These services involve transactions between the command and a third party.

Examples of transaction services include pre-award survey of a perspective contractor, litigation support, or

the analysis of leases or contracts.

     e.  Implementation Services.  Internal review may provide assistance to command in the implementation of new processes or systems – such as the installation of an automated information system.

1. EXECUTIVE POLICY:

a. The nature, extent and timing of services to be provided may be determined by a number of

factors. The first step must be to analyze the request and discuss the type of service that will best meet the needs of command and the requesting official.  Discussions between the auditor and the requesting official will clarify expectations of both parties and help formulate the engagement memorandum.  A decision matrix is appended to assist with this analysis and facilitate pre-planning for developing an engagement memorandum.

b. When other services are requested, the auditor should meet with command or requesting official to

clarify matters such as:  responsibilities of both parties, methodology, limitations on the work to be performed, etc.  See “Understanding With Command” at paragraph 7a.

1. GENERAL STANDARDS.  The Government Auditing Standards issued by the Comptroller General

of the United States apply as follows:

a. Qualifications. - Other services should be undertaken only when they can be performed with a

professional degree of competence.

     b.   Independence. -  Independence is a cornerstone of the audit profession.  The command’s interests are always best served by the auditors maintaining their independence.  Independence is not defined as strictly for consulting and advisory services as it is for the conduct of audits.  When performing a consulting engagement, independence is defined as the auditors maintaining integrity and objectivity.

  
Independence , integrity and objectivity are further defined as follows:

(1) Independence requires that the auditor be free from personal and external impairments,

should be organizationally independent and should maintain an impartial attitude and appearance.

(2) Integrity requires an auditor to be honest, and candid within the constraints of customer

confidentiality.  Service and the public trust should not be subordinated to personal gain and advantage.  Integrity can not accommodate deceit or subordination of principle.

(3) Objectivity is a state of mind, a quality that lends value to an auditor’s services.  It is a

distinguishing feature of the profession.  The principle objectivity imposes the obligation to be impartial,

intellectually honest, and free of conflicts of interest  Any potential conflicts of interest or reservations should be discussed with the requesting official and documented.

a. Due Professional Care. -  Exercising due professional care imposes a  responsibility to observe

Government Auditing Standards, the standards identified herein, and to use sound judgement in all phases of the assignment.

b. Quality Control. – Internal Review offices performing other services should have an appropriate 

quality control system in place, to ensure periodic independent reviews of work performed.

1. FIELD WORK STANDARDS.  Field Work Standards when performing other services are:

a. Understanding With the Command.  Professional standards assert that the auditor and 

command should reach an understanding concerning the nature of the other service to be performed.  This understanding will normally be documented in a Memorandum for Record (MFR).  The documentation may include:

(1) Responsibilities of both parties

(2) Objectives and nature of the services to be performed

(3) Timetable

(4) Limitations related to the services

(5) Potential conflicts of interest or any reservations

(6) In-process review schedules

(7) Description of the final product

a. Modifications to the Understanding With the Command.  During the engagement, circumstances or

events may require modifications to the initial MFR.  All modifications should be agreed to and documented in supplemental memoranda or addenda to the original MFR.

b. Communication With the Command.  A professionally executed other service (Consulting or 

Advisory) engagement includes adequate command communications.  Command should receive periodic status reports.  Theses updates should be provided at specified intervals.  Communication should include observations made to-date, status of work performed, identified conflicts of interest and professional reservations concerning the methodology or benefits of the work.

c. Planning and Supervision.  As with audit engagements, other services are to be adequately planned

and supervised.  Supervisory reviews should be documented.

d. Sufficient Relevant Data.  A professional obligation to the client dictates the auditor obtain

sufficient evidence to afford a reasonable basis for observations, conclusions and suggestions.

1. DOCUMENTATION.  When performing other services, the auditor will create a file folder in support

of the engagement.  The folder will be labeled with the title of the engagement, an engagement number, and contain as a minimum, the following:

a. An engagement document that will typically be in the form of an MFR.

b. A memorandum that explains the work methodology used and data analyzed.

c. A  worksheet that documents each meeting and in-process review conducted in conjunction with 

the engagement.  This worksheet should identify the personnel contacted, purpose of the meeting, and items discussed.

d. A worksheet that documents each observation and when applicable, suggested action.  Sufficient

evidence should be appended to this worksheet.

e. A time sheet that identifies the names of the auditors and number of hours worked.

f. A copy  of the memorandum or report provided command or the requesting official that documents

the results.

9.  REPORTING OF RESULTS.    Clear and concise communication with the client is a key factor in any  successful engagement.  The reporting process and format will depend on the client’s needs.

Internal reporting may be by oral briefings or memoranda.  However, the results of other service engagements must be documented ( with an identifying engagement/report number) and transmitted to the commander or requesting official.  The contents of oral briefings (viewgraphs/charts) and written memoranda should be comparable. 

a. Report Contents.  The stated purpose should be consistent with the engagement memorandum and

present necessary background information.  A work methodology statement will be used to set forth the analysis process and identify key data elements.  A qualifying statement is necessary when there are conflicts of interest or reservations.  Observations may be followed by suggested command actions.   Although the other service report is not subject to the normal command reply process, the report should, when applicable, state:  “Please advise of any management actions taken as a result of this engagement.”

b. Numbering.  Internal Review Offices should develop a system to differentiate other services reports 

from audit reports, e.g., a “C” identifier may be included as part of the sequential number to identify other services reports.  Distinctive numbering will facilitate the tracking and semi-annual reporting of other service work.

       c.    Monetary Benefits.  Material monetary benefits, if identified, should be discussed with command and reported when there is sufficient evidence.

DECISION MATRIX

FOR

INTERNAL REVIEW SERVICES


DISCUSS CONCERNS AND POTENTIAL OBJECTIVES TO BE

ACHIEVED WITH COMMAND



DATA INDICATES A
           MORE ANALYSIS REQUIRED TO DETERMINE

INFORMATION

  FINANCIAL OR                                                  TYPE OF SERVICE REQUIRED                                        INDICATES THAT A

  PERFORMANCE                                                                                                                                                 CONSULTING OR 

       AUDIT IS                                                                                                                                                      ADVISORY SERVICE

  APPROPRIATE                                    SUGGEST THAT A CLARIFYING ANALYSIS                                IS APPROPRIATE





              BE ACCOMPLISHED









     NO

              DOCUMENT ANY






        COMMAND                                                          RESERVATIONS






           AGREES


               AND BASIS FOR











  DECISION








        YES








       ANALYSIS              NO


  PREPARE 






  INDICATES NEED



 WRITTEN






      FOR AUDIT


              ENGAGEMENT










              MEMORANDUM








        YES



(SEE NOTE)


                














        COMMAND          NO


DOCUMENT






           AGREES


               DECISION AND










                   PERFORM







       YES


                CONSULTING










               OR  ADVISORY




                                          DOCUMENT 


                    SERVICE

        DECISION

AND PERFORM

APPROPRIATE

AUDIT

NOTE:  DOCUMENT ENGAGEMENT CHANGES DICTATED BY PROCEDURES OR CIRCUMSTANCES.

5

