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Course Overview

1. Definition and Role of Internal Audit
2. Role of the Internal Auditor
3. Industry Standards and Guidance
4. Differences between Internal and External Auditors
5. Internal Audit Process
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Definition of Internal Audit
Internal auditing is an independent, objective, assurance and consulting activity
designed to add value and improve an organization's operations. It helps an organization
accomplish its objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of:

risk management,
control, and

3 Key Processes under Internal Audit Consideration

governance processes.

Risk Management

A process designed to:
Identify
Assess
Manage
Control
Potential events or
situtations that could
impact the achievement
of the organizations
objectives.
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Control

Governance

Control processes are the
policies, procedures, and
activities designed to
contain risk within
acceptable levels
Controls are the actions
taken to minimize risks
and increase likelihood
of achieving established
goals

INTERNAL AUDITING

Processes and
structures
implemented by the
Board to inform,
direct, manage, and
monitor the activities
of the organizations.
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Key Terms

Key Terms of Internal Audit Defintion

Independent
Free from conditions that
could present bias

Direct, unrestricted
access and dualreporting relationship
to senior management
and the board of
directors

Objective
Impartial, unbiased
mental attitude

Auditors must wait 1
year before providing
assurance in areas
where they previously
had responsibility.

Determines audit scope,
performs audit work,
and communciates
results without outside
interference

Assurance
Objective examination of
evidence for the purpose
of providing an
independent assessment

Consulting
Advisory on an activity
with scope agreed to by
a client and intended to
add value

Dual-reporting relationship
Has full access to records,
personnel, properties, and
resources as needed to
perform audit
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I N T E R N A L

Definition of Internal Audit

A U D I T O R S

Q U E S T I O N

D I D

M U S T

E X I S T E N C E

T H I S

Really Happen?
Where's the proof?

To find the truth, Internal Auditors must first
believe in infinite possibilities.
www.IA-Pros.com
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IA Role in Risk Management
Internal auditors must consider the
organization’s risk management
processes when developing an
Audit Plan.

___________________________________________
The

internal audit activity must evaluate risk exposures

relating to the organization’s governance, operations and
information systems regarding the:

Achievement of the
organization’s

Reliability and
integrity of financial
and operational

strategic objectives

information

Compliance
Safeguarding of
assets

Effectiveness and
efficiency of
operations and
programs

with laws,
regulations,
policies,
procedures and
contracts
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IA Role in Corporate Governance

The internal audit activity must assess and
make appropriate recommendations to
improve the organization’s governance
processes for:
Making strategic and operational decisions
Overseeing risk management and control
Promoting appropriate ethics and values within the organization
Ensuring effective organizational performance management and accountability
Communicating risk and control information to appropriate areas of the organization
Coordinating the activities of, and communicating information among, the board,
external and internal auditors, other assurance providers, and management

Internal Auditors
provide recommendations
to the Board on how to
direct,
manage,
and monitor the activities
of the organization.
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IA Role in Internal Control
Internal controls are a series of policies
and procedures a business puts in place to:

Protect assets from from accidental loss or loss from fraud
Maintain reliability and ensure availability of accurate,
timely, and complete information
Support compliance with many federal, state, and local
laws and regulations
Promote efficient operations
Monitor the achievement of operational goals and
objectives

Internal Auditors assess how well the internal
controls are working.

Examples of Internal Controls
Access Controls

Segregation of Duties

Required Approvals

Delegation of Authority

Asset Audits

Purchasing Card Monitoring

Templates

Cash Controls

Reconciliations

Policies and Procedures

Data Backups

Business Purpose Documentation
Performing Annual Performance Evaluations
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Select the best answer.
1.Marcus has been asked to perform an audit of Accounts Payable. He is very
knowledgeable about the function since he was a manager in the department 6
months ago. Which is true?
A. His independence could be impaired
B. His objectivity could be impaired
C. He is the best auditor for the job, because of his first hand knowledge in the department.
D. He should decline the audit unless he has been separated from the job for at least 9 months

2. Which of the following best describes an assurance activity:
A. Advising management on process improvements
B. Training a department on cash management controls
C. Providing a due dilligence assessment during a company merger
D. Providing consulting to a department you transferred from 2 months ago

3. Which of the following best describes the monitoring processes implemented by
the board.
A. Risk Management
B. Governance
C. Assurance
D. Control

4. Han has recently been hired as a billing specialist, and must attend a 2 week
training on the company's billing systems. Which best describes the training
requirement:
A. Risk Management
B. Governance
C. Assurance
D. Control
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Role of the Internal Auditor
An Internal Auditor is a company employee who independently and objectively evaluates the
organization's operations. The role of the internal auditor is to:
Objectively assess a company’s financial, IT and/or business processes
Assess the company’s risks and the effectiveness of its risk management efforts
Identify if an organization is complying with relevant laws and statutes
Evaluate internal control and make recommendations on how to improve
Identifying shortfalls or gaps in processes
Promote ethics and help identify improper conduct
Assure safeguards
Investigate fraud
Communicate the findings and recommendations
Provide an opinion

Internal Auditor vs. External Auditor
INTERNAL

EXTERNAL

Works for the organization being audited

Independent of the organization being audited

Evaluates controls, risk management, and governance

Verifies financial statements

Conducted by internal employees

Conducted by a third-party

Scope is decided by internal management

Scope is determined by a relevant authority statute

Reports to the Board of Directors

Reports to external stakeholders

Management relies on audit report to improve operations

External stakeholders rely on the audit report

Audits conducted throughout the year

Audits usually conducted once annually

Internal audits are voluntary

Audits usually mandated by a relevant authority
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Industry Standards and Guidance
Established in the 1941, the Institute of Internal Auditors (IIA)
is an international professional association headquartered in
the USA.
The IIA is the internal audit profession's:
Global Voice
Recognized Authority
Acknowledged Leader
Chief Advocate
Principal Educator

Certified Internal Auditor (CIA)
The CIA is the primary professional designation offered by the IIA. The designation is recognized
globally for internal auditors as a standard by which auditors may demonstrate their competency
and professionalism in the internal audit field.

Professional Standards for Internal Auditing:
The International Professional Practices Framework (IPPF)
The IPPF contains the professional standards issued by the IIA for the internal auditing profession.

Mandatory Guidance
IIA Core Principles
Definition of Internal Auditing
Code of Ethics
International Standards

Recommended Guidance
Implementation Guidance
Supplemental Guidance
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THE INTERNAL AUDIT PROCESS

Planning

Charting the Best Course of Action
During the planning phase of each project, Internal Auditors gather relevant
background information and initiate contact with the client. Auditors will identify risks, determine the
objectives and scope of the audit, and confirm the timing of fieldwork and report distribution.

Execution

Conducting the Fieldwork

Once the audit is planned, fieldwork is executed by the Internal Auditors. Auditors interview
key personnel, perform observations, and review supporting documenation. Clients are kept
informed of the audit process through regular status meetings. Internal Auditors discuss
audit observations, potential findings, and recommendations with the client as they are
identified.

Reporting & Closing

Holding Management
Accountable
Communicating Results
and Ending the
Engagement
A summary of the audit findings, conclusions, and recommendations are formally communicated
to the client through a draft report. Clients have the opportunity to respond to the report and
submit an action plan with a time frame to correct the issues. These responses become part
of the final report which is distributed to the appropriate levels of the organization.After report
distribution, Internal Auditors will close out the audit workpapers.

Follow Up

Holding Management Accountable
During the follow up phase, Internal Auditors ensure all audit
recommendations are implemented by the deadlines. They
follow up on all audit findings within the time specified with
the client (ex. 1 month, 1 year, etc.) and track completion of
corrective actions.
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GO FURTHER WITH IA PROS

Sign Up

www.ia-pros.com
via Zoom
Learn Basic Skills to Help
You Perform Internal
Audits with Ease:
Audit Planning
Audit Programs
Interviewing Skills
Testing and Sampling
Workpapers
Reporting
Follow Up
Communication
Teamwork
Key Audit Terms and Definitions
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The Internal Audit Process - Step by Step

Now Available For FREE DOWNLOAD

Don't Miss a Step in the

Internal Audit Process!

Download Now
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