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Presentation Agenda

❑ Introduction

❑ Video by Richard Chambers, IIA-Global

❑ Typical Audit Committee Agenda

❑ Relevant IIA Standards on Reporting

❑ IIA Standard 2500 – Monitoring Progress

❑ IIA Standard 2600 – Communicating the Acceptance of Risks

❑ Internal Audit Function Key Performance Indicators



What are the Typical Audit Committee Meeting 

Agenda items during the Quarter/Year?



Typical Audit Committee Agenda

❑ Work performed in comparison with the approved Annual Audit Work

Plan;

❑ Top corporate (strategic) risks, their management, responsibilities and

timelines.

❑ A report on consulting engagements undertaken and other special

assignments;

❑ Key issues emerging from Internal Audit work;

❑ Tracking sheet of management action & challenges;

❑ Risks which management has accepted to undertake which are not

acceptable according to the Internal Auditor’s opinion.

❑ Private sessions without members of management present.



Typical Audit Committee Agenda……………

❑ Major areas of disagreements with Management (Scope limitations).

❑ Major limitations affecting the achievement of internal audit objectives.

❑ Key issues emerging from external audit work (Follow-up on

management letter issues implementation).

❑ A report on cooperation (combined Assurance Plan) between internal

and external auditors and other assurance providers within the entity.

❑ Internal & External Quality Assurance (EQA) reports on the Internal

Audit function (if any).

❑ Review of Audit Committee Charter (annual agenda item)

❑ Review Internal Audit Charter (annual agenda item)

❑ Audit Committee Self-Assessment (annual agenda item)

❑ Internal Audit Assessment (annual agenda item)

❑ Corporate governance & Legal Audit compliance reports (Varies)



Understanding Board 

Expectations

❑ Understanding Board 

expectations is critical when 

determining content.

❑ By reviewing key documents 

such as the AC & IA Charter, 

Internal Audit can gain an 

understanding of the AC’s risks & 

needs.

❑ Frequency of Meetings

❑ Allotted Agenda time

❑ It is recommended to meet 

separately with the AC (and 

senior management if deemed 

appropriate) to determine 

reporting framework and 

expectations upfront.

Quarterly Audit Committee Presentation

Summarize for the committee what they need to know 

about routine findings in a logical summary format and 

report separately on more important matters such as:

✓ Matters that might affect the fairness of financial 

reporting.

✓ Breaches of the company’s ethics policies.

✓ Details of any frauds discovered, financial values of 

such frauds.

✓ Significant delays in management responding to findings 

and recommendations.

❑ Monitoring and follow-up activities.

❑ Dashboard report on current activities ((1111, 2060)

❑ Critical findings or emerging trends (2440)

❑ Results of special investigations

❑ Status of the annual audit plan and any changes done.

❑ Internal audit staffing, impact of resource limitations, 

costs vs. budget year to date. (2020)

❑ Department performance metrics / scores

❑ Reporting of any impairments of independence or 

objectivity



IIA Standard on Reporting

Standard 2060 – Reporting to Senior

Management and the Board

❑ The Chief Audit Executive must report periodically to

Senior Management and the Board on the Internal

Audit Activity’s Purpose, Authority, Responsibility, and

Performance Relative to its Plan and on its

conformance with the Code of Ethics and the

Standards. Reporting must also include significant risk

and control issues, including fraud risks, governance

issues, and other matters that require the attention of

Senior Management and/or the Board.



IIA Standard on Reporting

Interpretation:

The frequency and content of reporting are determined

collaboratively by the Chief Audit Executive, Senior Management,

and the Board. The frequency and content of reporting depends on

the importance of the information to be communicated and the

urgency of the related actions to be taken by senior management

and/or the Board.



IIA Standard on Reporting

The Chief Audit Executive’s reporting and communication to

Senior management and the Board must include information

about:

✓ The Audit Charter.

✓ Independence of the Internal Audit Activity.

✓ The Audit Plan & Progress against the Plan.

✓ Resource Requirements.

✓ Results of Audit Activities.

✓ Quality Assurance & Improvement Program

✓ Conformance with the Code of Ethics and the Standards, and action

plans to address any significant conformance issues.

✓ Management’s response to risk that, in the CAE’s judgment, may be

unacceptable to the organization.



The Internal Audit Charter

✓ According to Standard 1000 – Purpose, Authority, and

Responsibility, the internal audit activity’s purpose, authority, and

responsibility must be formally defined in the internal audit charter.

✓ The CAE is responsible for periodically reviewing the Charter and presenting it

to Senior Management and the Board for approval. The CAE should discuss

the Mission of Internal Audit and the mandatory elements of IPPF with senior

management and the Board.



Organizational Independence of the Internal Audit Activity

▪ The organizational independence of the internal audit activity must

be confirmed to the board annually, according to Standard 1110

– Organizational Independence.

▪ Any interference in determining the scope of internal auditing,

performing work as well as the implications of such interference

must be disclosed to the Board, according to Standard 1110.A1.



Internal Audit Plans, Resource Requirements, and Performance 

❑ The CAE must communicate the internal audit activity’s plan and

resource requirements, including significant interim changes to senior

management and the board for review and approval. The CAE must

communicate the impact of resource limitations. Standard 2020.

❑ Standard 2060 adds the requirement to report the internal audit

activity’s performance relative to its plan. This is an opportunity for the CAE

to illustrate the value enhanced and protected by the internal audit activity and

the implementation of its recommendations.

❑ To quantify the level of performance, CAEs use key performance

indicators such as the percentage of the audit plan completed, percentage of

audit recommendations that have been accepted or implemented, status of

management’s corrective actions, or average time taken to issue reports. In

addition, updates on any special requests made by the Board and/or Senior

management may be discussed during AC meetings.



Results of Audit Engagements

❑ The 2400 series of standards covers the requirements for communicating

the results of audit engagements, including the information that

engagement communications must contain, the quality of that

information, and the protocol in the case of errors and omissions or non-

conformance with the Code of Ethics or Standards that affects a specific

engagement.

❑ Standard 2440 – Disseminating Results discusses the CAE’s

responsibilities related to the final engagement communication.

❑ Standard 2450 – Overall Opinions describes the criteria for issuing an

overall opinion.



Quality Assurance & Improvement Program

❑ Standard 1320 – The CAE must communicate the results of Quality

assurance and improvement program to senior management and the

Board.

❑ Reporting must occur as the assessments are completed. However, the

results of ongoing monitoring of the internal audit activity’s performance,

which is part of the internal assessment process, must be reported at

least annually.

❑ Standard 1312 – External Assessments requires the CAE to discuss with

the Board the form and frequency of external assessments, qualifications

and independence of the external assessor or assessment team, including

any potential conflict of interest.

❑ The CAE should encourage Board oversight in the external assessment

to reduce perceived or potential conflicts of interest.



Conformance With the Code of Ethics and Standards

❑ Standard 1320 –Describe the details of reporting on the internal audit

activity’s conformance with the Code of Ethics and Standards.

❑ Standard 1322 – Disclosure of Nonconformance states, “When non-

conformance with the Code of Ethics or the Standards impacts the overall

scope or operation of the internal audit activity, the chief audit executive must

disclose the non-conformance and the impact to senior management and the

board.”

❑ Standard 1322 also describes considerations for reporting non-

conformance.

❑ Standard 2431 Engagement Disclosure of Non-conformance stipulates

the information that must be disclosed when non-conformance impacts a

specific engagement.

❑ Standard 2060 calls for the CAE to communicate action plans to address

any significant issues related to conformance.



Conformance with the Code of Ethics and Standards

❑ Independence is impaired (Std 1120-Objectivity )or Internal Auditor

encounters unreliable data, lack of information, scope limitation,

❑ Where IA undertook an assignment but has no relevant collective

knowledge, skills and experience needed to perform the engagement

(Proficiency and competence-Std 1210).

❑ Restrictions to access records, personnel, or properties (Standard

2220.A1).

❑ If Resources insufficient to achieve engagement objectives- (Std 2230-

Engagement Resource Allocation).



Significant Risk & Control Issues and Management’s Acceptance 

of Risk

• Standard 2060: CAE’s responsibility is to report significant risk and control

issues that could adversely affect the organization and its ability to achieve

its objectives.

• Significant issues are those that would require the attention of Senior

Management and the Board, which may include conflicts of interest, control

weaknesses, governance issues, errors, fraud, illegal acts, ineffectiveness, and

inefficiency.

• If the CAE believes that senior management has accepted a level of risk that the

organization would consider unacceptable, the CAE should first discuss the

matter with senior management. If the CAE and senior management cannot

resolve the matter, the CAE to communicate the matter to the board. If such

issues are too urgent to wait until a scheduled board meeting (e.g., a major

fraud), the CAE would be well advised to make arrangements to communicate

sooner.



IIA Standard 2500 – Monitoring Progress

❑ The Chief Audit Executive must establish and maintain a

system to monitor the disposition of results communicated

to management.

❑ 2500.A1 – The chief audit executive must establish a follow-up

process to monitor and ensure that management actions have been

effectively implemented or that senior management has accepted the

risk of not taking action.

❑ 2500.C1 - The internal audit activity must monitor the disposition of

results of consulting engagements to the extent agreed upon with the

client.



Purpose of Monitoring

❑ Issuing a report is not the end of the audit finding!

❑ The Board and Senior Management needs to know if recommended

actions by management have been completed (implementation of

recommendations adds value)

❑ Monitoring helps determine if agreed upon actions have been

implemented.

❑ Monitoring allows IA to escalate incomplete action items to the

next level of management.

❑ Monitoring support the mission of Internal Audit and reinforce the

importance of controls in the entity.



Follow-up procedures

❑ Addressing audit report findings to the appropriate levels of

management responsible for taking corrective action.

❑ A time frame within which management’s response to the audit finding

is required;

❑ An evaluation of management’s response;

❑ A verification of the response (if appropriate);

❑ A follow-up engagement (if appropriate);

❑ A communication procedure that escalates unsatisfactory

responses/actions, including the assumption of risk to the appropriate

levels of management or to the Board.

❑ The issuance of periodic reports to the Audit Committee on the level

of implementation of management’s action plans. For each

recommendation, the auditor should determine whether it has been

Implemented, Partially implemented, Not implemented; or superseded.



Follow-up procedures

❑ The Annual Audit Plan should provide resources for follow-up

activities.

❑ The HIA should plan the verification using the same process as an

engagement but confine the verification work specifically to the

targeted areas.

❑ The HIA should also report the results of the verification to the

senior managers and the Chief Executive Officer.

❑ The HIA should ensure that all follow-up actions are appropriately

documented in the same manner as an audit engagement.



Information to be monitored & tracked

❑ The observations communicated to management and their relative risk

rating

❑ The nature of the agreed corrective actions

❑ The timing/deadlines/age of the corrective actions and changes to target

dates

❑ The management/process owner responsible for each corrective action

❑ The current status of corrective actions, whether internal audit has

confirmed the status.

❑ CAEs will develop or acquire a tool, mechanism or system to track,

monitor and report on such information. Based on information received,

the status of corrective action is updated by the system periodically and

often directly by management using a shared exception tracking system.

❑ The form of reporting is based on CAE’s judgement and agreed

expectations. It can take the form of % of corrective actions on track,

overdue and completed on time.



Establishing a follow-up tracking system

❑ Capturing and measuring positive improvement based on the

execution of corrective actions is considered a leading practise.

❑ Work with the Management and AC to establish the nature, timing

and extent of follow-up taking into account the following factors:

❑ Significance of the reported observation to be reported to the AC

❑ Degree of effort and cost needed to correct the reported control

gap

❑ Impact on the organization if the control gap is not addressed

timely

❑ Escalation mechanism if action is not taken at agreed time

❑ Include monitoring as a performance objective



Determinants of Follow-Ups

❑ Significance of the reported observation or recommendation The

following approach could be adopted:

✓ Major finding: – follow up promptly after the agreed date for implementation;

✓ Significant finding – follow up review during the next scheduled audit visit; and,

✓ Minor finding – rely on the feedback provided by management on

implementation of recommendation.

❑ The impacts that may result should the corrective action fail.

❑ Degree of effort and cost needed to correct the reported condition.

❑ Complexity of the corrective action.

❑ Time period involved.

An issue discussed at one time if not adequately addressed may later become a 

catastrophic problem if action is not taken.



Content of follow-up reports

❑ Objective of the follow-up: Confirming implementation of management action plan;

assessing the effectiveness of activities implemented; or verifying the impact of audit

recommendations.

❑ Scope of the follow-up: Covering certain period; covering a number of previous

Internal Audit engagements; or covering a number of assurance providers

❑ Status of implementation: The report may contain information on:

▪ Plan completed on time.

▪ Activities that are over-due.

▪ Percentage of activities completed.

▪ Impact of implementing action plan e.g., improvement in efficiency, cost saving,

increase in revenue etc.

▪ Poorly implemented activities.

❑ Areas where management has accepted the risk and thus planned action plan has not

been implemented.The Internal Auditor shall obtain audit evidence to justify this.

❑ Conclusion: On the degree of satisfaction with the implementation of management

action plan.



Follow-up Reports

It is the Internal Auditor's responsibility to classify the original report

recommendations into Five (5) distinct groups: -

✓ Recommendations which have been properly implemented by Management.

✓ Recommendations which have yet to be actioned by Management or which

have not been fully actioned as the implementation period has not elapsed.

✓ Recommendations whose implementation period has elapsed, and

recommendations have not been fully actioned.

✓ Recommendations, which cannot be implemented.

✓ Recommendations, which have been partially implemented.



Framework for Follow-Up

Recommendation

(Brief)

Measures OR Actions

Taken/To be Taken 

Implementatio

n status

Implementation 

Completion 

Date

Implementers

OR Action By

Remarks

2.1

2.2

2.3

2.4

2.5

2.6

2.7



Framework for Follow-Up

1. Measures/Action taken or to be taken

These refer to the corrective measures or actions that will effectively address the identified weakness or observation made. 

Corrective actions should be clear and specific. They should be derived directly from the audit recommendations made or developed 

by the auditee and agreed upon with internal Audit department.

1. Implementation status

FI = Fully implemented

NI= Not implemented

PI = Partially implemented

CI = Cannot be implemented. Ie the implementation of the recommendation has been overtaken by events e.g. due to changes in the 

business processes.

AI = Awaiting implementation. Ie a situation has not arose to facilitate implementation of recommendation.

For PI above, you will need to state the action that is pending. If the status is NI or CI, you need to give explanations or     reasons 

and the way forward.

1. Implementation completion date

This is the date when the recommendation or corrective action will be fully implemented

1. Implementer

This is the officer responsible for implementing the recommendations /corrective action. The title of the implementing officer is 

sufficient in this column

1. Remarks

In this column, the implementing officer can provide additional information or explanation in relation to the 

recommendation/corrective action. For example, information on revenue collected as a result of implementing the audit 

recommendation/corrective action or the part of recommendation/corrective action not implemented.



Framework for Follow-Up



Standard 2600 – Communicating the Acceptance of 

Risks 

When the chief audit executive concludes that management has accepted a

level of risk that may be unacceptable to the organization, the chief audit

executive must discuss the matter with senior management. If the chief audit

executive determines that the matter has not been resolved, the chief audit

executive must communicate the matter to the Board.

Interpretation:

The identification of risk accepted by management may be observed through an

assurance or consulting engagement, monitoring progress on actions taken by

management as a result of prior engagements, or other means. It is not the

responsibility of the chief audit executive to resolve the risk. If such issues are too

urgent to wait until a scheduled board meeting (e.g., a major fraud), the CAE

would be well advised to make arrangements to communicate sooner.

Considered one of the most powerful and significant Standards it is core to the 

responsibility of the CAE has to the Board and the Organization



2600 - Resolution of Senior Management's Acceptance of Risks

❑ In undertaking assurance or consultancy engagements, the Internal

Auditor may establish an area where management is taking risk/s that is

above the approved risk appetite.

❑ The unacceptable risk levels may be as a result of weak risk management

strategies; failure to identify key risks and act on them; or accepting risks

based on inaccurate assumptions.

❑ The CAE must have access to senior management and the Board to

communicate and discuss timely the CAE’s point of view.

❑ Identify whether there are areas of unacceptable residual risk

❑ Demonstrate strong management and communication skills to

professionally and effectively navigate these communications with senior

management and the Board.



Criteria of determining unacceptable risks

Standard 2600 applies to highly significant risks that the CAE judges to be

beyond the organization’s tolerance level.These may include:

➢ Those that may harm the organization’s reputation.

➢ Those that could harm people.

➢ Those that would result in significant regulatory fines, limitations on

business conduct, or other financial or contractual penalties.

➢ Material misstatements.

➢ Fraud or other illegal acts.

➢ Significant impediments to achieving strategic objectives.



Criteria of Assessing Risks

❑ Where the HIA establishes that management has accepted a level of risk

that may be unacceptable, the HIA shall communicate the same to the

process owner recommending corrective action.

❑ Where the process owner does not adequately address the issue, the

HIA shall escalate the matter to the appropriate member of senior

management for appropriate action.

❑ Where the matter is not resolved by senior management, the HIA shall

escalate the matter to the Accounting Officer and eventually to the Audit

Committee where the same is not resolved by the Accounting Officer.



Criteria of Assessing Risks

❑ For the Internal Auditor to establish that management has accepted a

level of risk that may be unacceptable, the Internal Auditor should

understand the entity’s risk management policy framework, approved risk

appetite statements and approved risk tolerance levels.

❑ Once the Internal Auditors identify instances where management has

accepted a level of risk that may be unacceptable, they shall

communicate the same to the HIA. The HIA shall assess the same to

determine if the assertion by the Internal Auditors is accurate based on

the nature, urgency and potential impact of the risk.

❑ The HIA shall ensure there is adequate audit evidence to support the

assertion that management has accepted a level of risk that is

unacceptable.



Criteria of Assessing Risks

❑ In reporting the matter of management taking unacceptable risk, HIA

shall be aware that it’s not the role of Internal Audit to manage risk

but this is a management role. Thus, the HIA shall use professional

judgement when escalating the matter.

❑ The HIA shall use the established risk management communication

channels (based on the entity’s risk management policy framework)

when communicating and escalating instances where management has

accepted a level of risk that may be unacceptable.

❑ The HIA shall also establish the best strategy to communicate to

management which may include a combination of both verbal &

written communication.



Other Techniques of ensuring monitoring

▪ However, the ongoing monitoring process is not the only way a CAE

identifies unacceptable risk. An effective CAE employs several ways

to stay abreast of organizational risks. For example, the CAE may

receive information from members of the internal audit activity regarding

significant risks they have identified during their assurance or consulting

engagements.

▪ Or the organization may employ an enterprise risk management (ERM)

process to identify and monitor significant risks, and the CAE may be

involved with that process. Further, by building and maintaining a

collaborative, communicative network with management, the CAE may

become aware of an emerging risk area in the organization.

▪ CAEs also strive to keep up with industry trends and regulatory changes

to help them recognize potential and emerging risks.



Internal Audit Function Key Performance Indicators



Key performance indicator Type of measure Measure Target 
 

Internal audit processes 

Reporting 
frequency 

Complete audits on 
approved annual internal 
audit plan (subject to audit 
committee changes) 

Efficiency/ Quantitative % of planned audits 
completed within the 
plan year. 

100% Annual 

Cost—plan completed 
within budget 

 

 
Management/stakeholders 

Efficiency/Quantitative % variance from 
approved budget for 
the financial year 

0% over 
budget 

Annual 

 

Audit recommendations 
accepted 

Effectiveness/Qualitative % of recommendations 
accepted by 
management 
(maintaining internal 
audit independence) 

 

90% Annual 

 

Client feedback surveys for 
audit engagements 

 

 
 

Audit committee 
 

Results of survey of audit 
committee members 

Quality 

Effectiveness and 
efficiency/Qualitative 
 

 
 
 
 
Effectiveness and 
efficiency/Qualitative 

% of survey responses 
for value/overall benefit 
resulting from audit 
rating good or excellent 
 
 
% of survey responses 
rated good or excellent 

 

90% Ongoing 
 

 
 
 
 
 
90% Annual 

 

Professional development of 
staff (in-house staff) 

Effectiveness/Qualitative Completion of 
professional 
development hours 

 

100% Annual 



Personnel Execution Quality

Open positions filled within 60 

days Budget Vs. Actual
QAR rating of Generally

Conforms

Professional certifications vs. 

operational backgrounds 

(goal is

60/40)

Completion of audit plan

Independent manager 

reviews of 2 svc. line 

work papers per month

IA leadership participate in at 

least one continuous 

improvement project

Reports issued within 10

business days of closing

mtg.

90% of audits completed 

by established due date

All auditor obtain at least 40

hours of CPE/year

Average customer

satisfaction exceeds XX

Staff will achieve one

professional certification

IA managers will discuss career

progression with staff quarterly

Internal Audit Balanced Scorecard



Performance 

Measurement Category

Key Performance Indicator

Managing the Audit Activity • Number of actual audits scheduled vs required based on risk 

assessment.

• % of annual audit plan completed.

• Actual funds allocated vs approved budget

• Staff utilization – direct vs indirect time.

• Cost savings as a percentage of department budget.

• Completed audits per auditor.

• Number of internal audit reports issued vs. planned internal 

audits.

• Number of internal audit reports discussed by Senior 

Management and AC vs reports issued.

• Internal and external quality assessment rating

• Automation level of the audit process

Engagement Management • Audit report cycle time.

• Number of significant audit findings.

• Timeliness of receiving audit client feedback.

• Percent of recommendations implemented.

• Number of repeat findings.

• Number of open audit findings past planned corrective action 

date.

• Number of unsatisfactory internal audit opinions.



Performance 

Measurement Category

Key Performance Indicator

Value Addition • Client satisfaction ratings.

• Responsiveness to special requests by Management, AC 

and Board (number undertaken vs number of requests).

• Number of improvements in policies, procedures and 

systems arising from internal audit work

• Number of committees and task forces audit is involved 

in (Advisory Services).

• Amount of identified cost savings and percent of 

recoveries.

• Number of innovations/new ideas arising from internal 

audit work

Human Capital • Internal audit staff competency index

• Internal audit staff engagement index

• Staff turnover/retention/vacancy ration

• Training/CPE hours.

• Staff satisfaction ratings

• Involvement in professional organizations (e.g., IIA, 

auditor roundtables).
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Presentation Agenda
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❑ Benefits of QAIP
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❑ External Assessments

❑ Reporting on the Quality Assurance & Improvement Program 
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❑ Common Findings during an External Quality Assessments

❑ Conclusions



What is Quality?

• Quality is the degree to which a product, service, or process meets the

customer’s expectations—the degree to which it is fit for purpose.

• Rather than being an absolute, quality is relative.

• Quality does not just happen. It is the combination of the right people, the

right systems, and a commitment to excellence.

• Quality is driven by the leaders of the organization, but it is implemented by

everyone at the organization.

• A formal, structured approach is required to ensure quality.

• Quality in internal audit is an obligation to meet customer expectations and

to meet professional responsibilities by conforming to the IIA’s Standards and

Code of Ethics.

• Internal audit quality includes operating with proficiency and due professional

care, undertaking continuing professional development, and conforming to a

set of recognized standards.



Relevant IIA Standards-QAIP

• 1300 – Quality Assurance and Improvement Program

• The CAE must develop and maintain a quality assurance and improvement program

that covers all aspects of the internal audit activity.

• 1310 – Requirements of the Quality Assurance & Improvement Program

The quality assurance & improvement program must include both internal and

external assessments.

• 1311 – Internal Assessments

• Internal assessments must include:

▪ Ongoing monitoring of the performance of the internal audit activity; and

▪ Periodic self-assessments or assessments by other persons within the

organization with sufficient knowledge of internal audit practices.

• 1312 - External Assessments

• External assessments must be conducted at least once every five years by a

qualified, independent assessor or assessment team from outside the organization.



Relevant IIA Standards-QAIP

• 1320 – Reporting on the Quality Assurance and Improvement Program

• The chief audit executive must communicate the results of the quality assurance

and improvement program to senior management and the board.

• 1321 – Use of “Conforms with the International Standards for the

Professional Practice of Internal Auditing”

• The chief audit executive may state that the internal audit activity conforms with

the International Standards for the Professional Practice of Internal Auditing only

if the results of the quality assurance and improvement program support this

statement.

• 1322 – Disclosure of Non-conformance

• When non-conformance with the Definition of Internal Auditing, the Code of

Ethics, or the Standards impacts the overall scope or operation of the internal

audit activity, the chief audit executive must disclose the nonconformance and

the impact to senior management and the board.



Objective of the QAIP

▪ Conformance with the Definition of Internal Auditing, the Code of Ethics, and

Standards.

▪ Adequacy of the charter, goals, objectives, policies, and procedures.

▪ Integration into the governance, risk management and control environment of the

entity.

▪ Compliance with applicable laws, regulations, and government or industry standards.

▪ Contribution to the organization’s governance, risk management, and control

processes.

▪ Meets the expectations of the chief executive, senior management and other

stakeholders, particularly in adding value and improving the organizations operations.

▪ Efficiency and effectiveness in performing its mandate and has processes to facilitate

continuous improvement, including the adoption of best practices.

▪ Effectiveness in staff development and the adoption of new audit methodologies and

techniques.



Scope/Perspectives of the QAIP:

Internal Audit 
Engagement level 

• Planning

• Fieldwork conduct

• Reporting

• Follow-up actions

Internal Audit 
Organizational level 

• Written policies and 
procedures

• IA work meets stakeholders' 
expectations

• The IA activity adds value 
and improves the 
organization 

External 
perspective

• Independent external 
assessment of the entire 
IA activity

• Conformity, efficiency, 
effectiveness, meeting 
expectations 



The QAIP Framework

• A framework can be used to describe the complete environment for

developing and implementing the QAIP.

• Common elements includes:

• A scope that includes all aspects of the internal audit activity (1300)

• An evaluation of conformance with the Standards and the Code of Ethics

(1300)

• Include periodic and ongoing internal monitoring (1311)

• Obtain external assessment at least once every five years (1312)

• An appraisal of the efficiency and effectiveness of the internal audit

activity.

• The identification of opportunities for continuous improvement.

• Involvement by the Board in oversight of the QAIP.



Source: International Professional Practices Framework – Practice Guide “Quality Assurance and 

Improvement Program”





Benefits of a QAIP

Internal Audit’s QAIP is designed to provide reasonable

assurance to its stakeholders that the service:

❑ Conforms with the mandatory guidance of the IPPF;

❑ Applies a systematic, disciplined (risk based) approach to the internal audit activity;

❑ Has the ability to increase the credibility of internal audit within the organization;

❑ Anticipates, meets and exceeds stakeholder expectations;

❑ Supports, develops and retains good internal auditors, as team members are a

fundamental part of the process with specific tasks and KPIs built into personal

development plans;

❑ Performs its work in accordance with its Internal Audit Charter;

❑ Operates in an effective and efficient manner; and

❑ Adds value and identifies areas for continual improvement to the services

provided.



Standard 1300 –Quality Assurance & Improvement 

Program

“The Chief Audit Executive must develop and maintain a

quality assurance and improvement program that covers all

aspects of the Internal Audit Activity”

“Designed to enable an evaluation of the internal audit activity’s conformance with 

the International Standards for the Professional Practice of Internal Auditing 

(Standards) and whether internal auditors apply The IIA’s Code of Ethics.”

➢ The program also assesses the efficiency and effectiveness of the

internal audit activity and identifies opportunities for

improvement.

➢ The CAE should encourage Board oversight in the QAIP.



1311 – Requirements of the QAIP

The quality assurance and improvement program must include

both internal and external assessments.

1311 – Internal Assessments

Internal assessments must include:

✓ On-going monitoring of the performance of the internal audit activity.

✓ Periodic self-assessments or assessments by other persons within the

organization with sufficient knowledge of internal audit practices.



1312 – External Assessments 

External Assessments must be conducted at least once every five

years by a qualified, independent assessor or assessment team

from outside the organization. The chief audit executive must

discuss with the Board:

✓ The form & frequency of external assessment.

✓ The qualifications and independence of the external assessor or

assessment team, including any potential conflict of interest.

➢ External assessments may be accomplished through a full external

assessment, or a self-assessment with independent external validation. The

external assessor must conclude as to conformance with the Code of

Ethics and the Standards; the external assessment may also include

operational or strategic comments.



Internal Assessments

• Periodic assessment of achievement of IAF’s Key Performance

Indicators (KPIs) shall form part of the on-going monitoring.

On-going monitoring include:

✓ Engagement supervision.

✓ Audit client feedback/survey.

✓ Engagement completion checklist.

✓ Post-engagement review.



Audit Client Satisfaction Survey

✓ The HIA shall ensure that an audit client satisfaction survey is conducted for

each engagement.

✓ The Audit Client Satisfaction Survey form shall be submitted to the audit

client with the draft internal audit report.

✓ The completed survey shall be returned by the audit client with the

comments on the draft internal audit report to the HIA.

✓ A meeting should be scheduled with the audit client to discuss any negative

feedback contained in the completed audit client satisfaction survey.

✓ The issues raised should also be discussed at the team de-briefing, even if

the audit client declines to meet in this regard.

✓ The completed survey forms are sent back to the IAF, where they are

summarized and the results provided to the Director of the IAF. A summary

of the feedback should be included in or appended to any annual internal

Audit activity report.



Engagement Completion Checklist

❑The HIA shall ensure an Engagement Completion Checklist is completed

for each engagement. The checklist is important in assisting the Internal

Audit team in that all required activities have been undertaken and audit

procedures has been adhered to in The completion checklist includes

planning, executing, reporting and following-up engagements; and the

required documentation is in place.

❑ The checklist must be signed-off by the relevant lead Internal Auditor

throughout the engagement to ensure that the checklist is accurately

completed, and the working paper file is complete.

❑The HIA must also sign-off the checklist as an indication that he/she is

satisfied that the audit working paper file is accurate and complete to

substantiate the final audit report.



Post-Engagement Review

▪ The IAF may select a sample of engagements from a particular timeframe

and conduct a review to assess compliance with IPPF.

▪ These reviews are typically conducted by Internal Auditor who was not

involved in the respective engagement



On-going Internal Assessments:

Ongoing monitoring determines whether processes are delivering quality on an

engagement-by-engagement basis. Ongoing monitoring is primarily achieved

through:

Standard working practices.

Engagement planning.

Supervision.

Assessing the audit engagement action plan prior to fieldwork.

Using checklists/automation tools to provide assurance on compliance with

established practices and procedures.

Working paper procedures and signoff by engagement supervisors.

Review of reports and supporting documentation for comments.

❑ Feedback from internal audit clients and other stakeholders.

Using performance measures appropriate and relevant to the internal audit

activity.



Internal Assessments – Ongoing Mechanisms

❑ Work paper reviews and supervisor sign-off for inhouse internal audit

engagements.

❑ Performance evaluations for in-house internal audit engagements.

❑ A regular statement from service providers (e.g., after each audit, or quarterly,

or annually) confirming their work conforms to the Standards.

❑ Performance evaluations for outsourced internal audit engagements.

❑ Actual versus budgeted analysis (monitoring metrics).

❑ Client feedback surveys.



Mechanisms for on-going Internal Assessments

❑Checklists or automation tools to provide assurance on compliance with

established practices and procedures.

❑Acquiring feedback from audit clients and other stakeholders

❑ Survey tool or conversation

❑Using measures of project budgets, timekeeping systems, and audit plan

completion.

❑ Budget to actual variance

❑Key performance indicators such as number of certified individuals in internal

audit, years of experience, and training hours earned each year.

❑ Results of on-going monitoring must be reported to the board or the audit

committee at least annually.

❑Adequacy & effectiveness should be evaluated as part of the periodic self-

assessments.

❑Analyzing other performance metrics to measure stakeholder value



Mechanisms for on-going Internal Assessments

❑ Assessing audit engagement readiness prior to fieldwork by

looking for items like pre-approval of the audit scope, innovative

best practices, budgeted hours, and assigned staff (expertise).

❑ Using checklists or internal audit automation to give assurance

on whether processes adopted by the internal audit activity (e.g.,

internal audit policies and procedures manuals) are being

followed.

❑ Using measures of project budgets, timekeeping systems, and

audit plan completion to determine if appropriate time is spent

on different aspects of the audit process, as well as high risk and

complex areas.

❑ Analyzing other performance metrics to measure stakeholder

value.



Periodic Self-Assessment 

❑ Periodic Self-Assessments provides a more holistic, comprehensive review

of the Standards and the internal audit activity. should validate

conformance with the Internal Audit Charter, Standards and Code of

Ethics.

❑ Evaluate the quality and supervision of work performed

❑ Adequacy and appropriateness of internal audit policies and procedures

❑ The ways in which the internal audit activity adds values

❑ Achievements of key performance indicators

❑ Generally conducted by senior members of the internal audit activity.

Including others may serve as a useful training opportunity to improve the

understanding of the performance standards.

❑ The infrastructure, including the policies and procedures, supporting the

internal audit activity.



Periodic Self-Assessment

▪ The HIA shall agree on the frequency of undertaking the periodic self-

assessment which should be on a minimum annually and a maximum of 2

years.

▪ The self-assessment can also be conducted by a member of another

function who has worked in the IAF provided they have the required

competencies.

▪ The HIA can include the junior Internal Auditors in the team undertaking

the self-assessment to provide them with a learning opportunity.

▪ The periodic-self assessment also involves assessing implementation of

action plan developed during previous internal and external quality

assessments.

▪ The periodic self-assessment is very helpful when undertaken before an

external quality assessment as it enables the HIA establish gaps and work

on closing them before the external quality assessment.



Periodic Self-Assessment:

Periodic self-assessments focus on evaluating whether the internal audit 

activity:

Conforms with:

▪ IPPF mandatory guidance: the Definition of Internal Auditing, the Code of Ethics, 

and the Standards (Attribute and Performance).

▪ The internal audit activity’s charter, plans, policies, procedures, practices, and 

applicable legislative and regulatory requirements.

Operates efficiently and effectively as measured through an assessment of the 

internal audit activity’s:

▪ Processes and infrastructure.

▪ Mix of knowledge, experience, and expertise.



Periodic Self-Assessments - Mechanisms

❑ Review of the Internal Audit Charter.

❑ Self-assessment to assess conformance with the Standards

❑ Assessment of competency planning for the internal audit activity overall,

and progress in delivering identified professional development initiatives.

❑ Staff performance reviews (HR process).

❑ Performance measures (KPIs).

❑ File reviews for in-house internal audit engagements.

❑ File reviews for outsourced internal audit engagements.

❑ Staff declarations.

❑ Assertion on conformance with Internal Auditing Standards.

❑ Include benchmarking of the IAD’s practices and performance metrics

against relevant best practices of the internal audit profession.



Assessors / : Internal Assessments – Periodic

Assessors / AssessmentTeam:

Periodic self-assessments are generally conducted by:

Experienced, competent internal auditors within the internal audit

activity.

Certified internal auditors or other competent audit professionals from

within or outside of the internal audit activity.



1312 – External Assessments 

▪ At least once every 5 years.

▪ By a qualified, independent assessor or assessment team.

▪ The assessor must be from outside the organization to be

independent.

▪ It is a good idea to include the 5-yearly Quality assessment in the

Internal Audit Work Plan.



What about outsourced Internal Audit?

▪ A Quality Assessment is about the organization, so the

organization is responsible.

▪ The outsourced service provider should advise the organization

of its quality obligations.

▪ There still needs to be such things as:

✓ Internal Audit Charter.

✓ Internal Audit Policies and Procedures.

✓ Quality Assurance and Improvement Program.

✓ Internal Assessments and External Assessments



Scope of an External Assessment:

▪ Conformance to the Core Principles, Definition of Internal Auditing, Code

of Ethics & to the Standards.

▪ Whether the expectations of Internal Audit by the Audit Committee and

Senior Executives are being met.

▪ Opportunities for improvement.

▪ The tools & techniques employed by IAA.

▪ The mix of knowledge, experience and disciplines within staff including

staff focus on process improvement.

▪ The determination of whether the IAA adds value and improves the

organization's operations.

▪ Integration of the IAA into organization’s governance processes



It provides an independent view;

▪ Does Internal Audit meet professional standards?

▪ Can things be done better?

▪ Should more be done?

▪ Is maximum value being received for the money spent on Internal

Audit?

▪ Can Internal Audit add more value to Management and the Audit

Committee?

▪ Can Internal Audit enhance its image, perceptions, and credibility

within the organization?



It also provides opportunities:

▪ Gain added credibility with Management and the Audit

Committee.

▪ Show leadership in the Internal Audit profession.

▪ Leverage a positive marketing opportunity for Internal Audit.

▪ Show professionalism and conformance to the Internal Audit

Standards.

▪ Identify opportunities for improvement within Internal Audit.

▪ Prove Internal Audit’s worth to its clients.



1312 – External Assessments 



Forms of External Assessments

❑ Full External Assessment

✓ Conducted by a qualified, independent external assessor or

assessment team.

❑ Self-Assessment with Independent External Validation (Self-

Assessment)

✓ Chief Audit Executive (CAE) completes self-assessment work,

evaluates conformance with the IIA’s mandatory guidance, and

produces a report summarizing assessment results.

✓ The independent external assessor validates the work of the

internal assessment.

❑ Peer Reviews between 3 or more organizations.



External Assessments – Gathering of information

► When performing an external assessment, amongst others

the Assessor would:

▪ Undertake a review of the Internal Audit Charter and Audit

Committee meeting minutes.

▪ Conduct interviews with the CAE, Audit Committee Chair, CEO

and C-Suite, Co. Secretary, External auditors and internal audit

personnel,

▪ Review internal audit’s risk assessment and audit planning processes

▪ Understand the extent to which key internal policies and

procedures are documented.

▪ Understand the IT processes and infrastructure supporting the

operations



External Assessments – Gathering of information

▪ Assess the entity’s internal governance set-up and understand the

extent to which reporting lines and responsibilities are clearly

defined

▪ Review a representative sample of working files and IA reports

▪ Assess how and the extent to which adequate follow-up action is

undertaken by the CAE in conjunction with the respective process

owners in addressing gaps and recommendations identified in prior

audits

▪ Review staff management and training processes

▪ Review any additional documentation which will be deemed useful

for formulating a ‘baseline’ understanding of the internal audit

function.



External Assessments – Gathering of information





1320–Reporting on the Quality Assurance and

Improvement Program

❑ The chief audit executive must communicate the results of the quality

assurance and improvement program to senior management and the

board. Disclosure should include:

✓ The scope and frequency of both the internal and external assessments.

✓ The qualifications and independence of the assessor(s) or assessment team,

including potential conflicts of interest.

✓ Conclusions of assessors.

✓ Corrective action plans.

Interpretation

• The preliminary results of the external review should be discussed with the CAE

during, and at the conclusion of the assessment process.

• Final report should be communicated to the CAE, preferably with copies sent

directly to appropriate members of senior management and the board.

• The CAE should communicate the results of the external quality assessment,

including any significant remedial action to be taken to the various stakeholders

such as Senior management & the Board.



1320 – Reporting on the Quality Assurance and

Improvement Program

The External Assessment Report should contain the following:

▪ Executive summary

▪ Identification of noteworthy strengths

▪ Objectives and scope

▪ Overall conformance evaluation (i.e., Generally Conforms, Partially

Conforms, or Does Not Conform)

▪ Identification of any individual standards rated less than Generally

Conforms, together with details of the observation/finding,

recommendations for improvement, and management action plans

▪ An Appendix that lists all of the Standards and their individual

conformance levels.

▪ Definition of terms used in the conformance ranking system

▪ Process improvement opportunities to help the internal audit

activity further add value



1320 – Reporting on the Quality Assurance and

Improvement Program

Opinion Remarks

Generally, 

Conforms

This is the top rating which means that an internal audit

activity has a charter, policies and processes and the

execution and results of these are judged to be in

conformance with the Standards

Partially 

Conforms

Deficiencies in practice are judged to deviate from the

Standards, but these deficiencies did not preclude the

internal audit activity from performing its responsibilities.

Does Not 

Conform

Deficiencies in practice are judged to be so significant that

they seriously impair or preclude the internal audit activity

from performing adequately in all or in significant areas of

its responsibilities.





Informing Management/Audit Committee

• Report issued to the Audit Committee and senior management.

• Presentation to the Audit Committee by the Assessment Team.

• Monitoring & Follow-up

• Improvements to be implemented by Internal Audit.

• Implementation of improvements to be monitored by the Audit

Committee.

• Implementation of improvements to be followed-up at the next

Quality Assessment.



1320 – Reporting on the Quality Assurance and

Improvement Program

1300 – Quality Assurance & Improvement Program

1321 – Use of ‘Conforms with the International Standards for the 
Professional Practice of Internal Auditing’

► Indicating that the internal audit activity conforms 

with the International Standards for the Professional 

Practice of Internal Auditing is appropriate only if 

supported by the results of the quality assurance 

and improvement program.

1322 – Disclosure of non-conformance

► When non-conformance with the Code of Ethics or 

the Standards impact the overall scope or operation 

of the internal audit activity, the chief audit 

executive must disclose non-conformance and the 

impact to senior management and the board.



Self-Assessment with Independent External Validation 

(option to a full external assessment) 

❑ The Internal Audit function conducts its own Self-Assessment and

determines its conformance with the Standards.

❑ An Independent Validator is selected who reviews documentation,

conducts a small number of confirmatory interviews, and performs

limited testing.

❑ The Independent Validator agrees or disagrees with the Self-

Assessment.

❑ A single report is issued.

❑ The Independent Validator needs to be independent of the

organization.

❑ SAIV can be a cost-effective method for conducting a Quality

Assessment.

❑ This method is promoted by the Institute of Internal Auditors.



Peer Review

❑ Must be 3 or more organizations to pass the independence

test.

❑ Useful for similar business or industry sectors.

❑ In other countries, it has been used in the University, Local

Government and Health sectors.

❑ The assessor needs to be independent of the organization.



The Assessor’s opinion also refers to conformance 

with the Code of Ethics 





Maturity Model: Levels to Quality

❑ Level 1: Introductory

❑ Level 2: Emerging

❑ Level 3: Established

❑ Level 4: Progressive

❑ Level 5: Advanced



Level 1 - Introductory Maturity

• Fairly new shop or new CAE adopting the IIA Standards

• Organization lacks understanding of importance

• Senior Management/Board don’t  understand the value

• IAA has not established a QAIP

• Not complying with requirements 

• Steps to Introductory Maturity

• Adopt the definition

• Achieve appropriate reporting structure

• Commit to quality through the Audit Charter

• Acquire Management’s buy-in

• Educate the Audit Committee



Level 2 - Emerging Maturity 

▪ The QAIP must include periodic & ongoing self-assessments

▪ Compliance monitoring with the Standards is in place

▪ Annual presentation of self-assessment results is complete to senior

management and Audit Committee

Steps to emerging maturity

• IAA gets involved with the IIA and local chapter

• CAE works toward certification

• CAE attends QA Self-Assessment training and/or seminar

• Assign monitoring responsibilities

• Use the Self-Assessment checklist

• Obtain feedback from others



Level 3 - Established Maturity 

• Annually obtain internal independent validation of IAA ongoing self-

assessment

• CAE, Senior Management & Audit Committee support and involved in

Quality Assessment process

• Committed to obtaining an external independent validation every five

years.

Steps to established maturity

▪ IAA staff certifications demonstrate IAA professionalism and competency

▪ IAA uses Balanced Scorecard

▪ Requires proper qualifications for validator

▪ Develops plan for improvements and establishes timeline for

implementation

▪ Report QA validation to The IIA Quality



Level 4 - Progressive Maturity 

▪ QAIP is now a well developed, defined and documented program

▪ IAA is well recognized within the organization as value added

▪ IAA has an External QA conducted every five years

❑ Steps to progressive maturity

▪ CAE has CIA certification

▪ Any gaps have been addressed and action plans are in place

▪ Follow best & leading practices

▪ A qualified external QA provider is used.

▪ Report completion of external QA to The IIA



Level 5 - Advanced Maturity 

▪ IAA has an active and fully integrated Quality Assurance &

Improvement Program

▪ External QAR are performed every three years

▪ All IAA staff have certification and rigorous continuing education

❑ Steps to advanced maturity

▪ IAA maintains an appropriate mix of professional designations

▪ IAA is a benchmark for progress to others in and out of their industry

▪ IAA share tools and success story

▪ Serve on QA review teams

▪ Mentor, speak, research, and write for the profession of Internal

Auditing.



Start with an Internal Assessment

▪ Determine whether or not the IA activity’s actions are consistent

with its Charter and the expectations of the Board/Audit

Committee and Senior Management.

▪ Provide insights into the level of audit effectiveness and efficiency.

▪ Determine whether or not assurance and consulting services apply

successful practices and add value to the organization’s business

processes.

▪ Provide recommendations for improving the IA activity.

▪ Demonstrate the degree of the IA activity’s conformity to the

Standards.

▪ Determine if IA complies to laws and regulation

▪ Determine the extent to which IA activity adds value

▪ Prepare the IA activity for an external review.



Engagement Planning (Standard 2200): Sample 

Quality review

• “Internal auditors must develop and document a plan for each

engagement, including the engagement’s objectives, scope, timing, and

resource allocations. The plan must consider the organization’s strategies,

objectives, and risks relevant to the engagement.”

• Test Procedures:

– Select a sample of audit engagements. Verify that the following are

documented in the engagement plan;

– Engagement objectives;

– Associated risks, processes and transactions to be examined;

– The nature and extent of testing required to achieve engagement

objectives.



Managing the Internal Audit Activity (Standard 

2000)-Sample Quality review

The chief audit executive must effectively manage the internal audit activity to

ensure it adds value to the organization.”

Test Procedures:

❑ Document CAE’s qualifications to direct the department’s activities.

❑ Review the department’s engagement work schedules, activity reports and

financial budget for reasonableness.

❑ To the extent possible, all should be written in measurable terms.

Conclude as to whether resources are efficiently and effectively employed.



Before the Quality Assessment

The Internal Audit function to be assessed will:

Agree the Quality Assessment objectives with the Audit Committee.

Includes a Quality Assessment in its Annual Internal Audit Plan.

Schedule the Quality Assessment.



Quality Assessment commences.
Selecting the Independent external assessor

❑ Qualified assessor demonstrates competence in two areas:

✓ Professional practice of internal auditing and

✓ External assessment process

❑ Experience in organizations of similar size, complexity, sector, or

industry, and technical issues.

❑ Independent- no real or apparent conflict of interest, and not being a

part of, or under control of, the organization.



Quality Assessment commences.
Conducting the Quality Assessment

✓ Quality Assessment commences

✓ Opening Meeting.

✓ Work Paper File is commenced.

✓ Reference material is gathered.

✓ Internal Audit Charter is reviewed.

✓ Management interviews are conducted.

✓ Audit Committee interviews are conducted.

✓ Internal Audit Staff interviews are conducted.



Quality Assessment commences.
Conducting the Quality Assessment

✓ Internal Audit operations are reviewed.

✓ Internal Audit Quality Assurance and Improvement Program (QAIP) is

reviewed.

✓ Internal audit engagement Work Papers are reviewed.

✓ Evaluation against the Standards is conducted.

✓ Draft Quality Assessment Report is prepared.

✓ Closing Meeting.

✓ Final Quality Assessment Report is prepared.



Common Findings during an External Assessments

❑ Inappropriate CAE reporting relationships

❑ Outdated Internal Charters

❑ Inadequate audit staff knowledge

❑ Inadequate QAIP-External assessments were not conducted at least

once every five years

❑ Consultancy services not defined within the IA charter

❑ Lack of key performance measures/appraisal done by Management

❑ No usage of technology-based audit and other data analysis

techniques to guarantee due professional care.



Common Findings during an External Assessments

❑ No assurance on the adequacy of controls around governance & Risk

Management processes.

❑ Non-provision of consultancy services to management during key

projects & system implementation.

❑ Lack of identification of the root causes for identified control

breakdowns.

❑ Lack of approval of the internal audit budget/resource plan by AC

❑ No clear linkage between the risk assessment results & the internal

audit plan.

❑ Auditors engage in audits without having collective knowledge, skills

and experience required.



Keys to Success

Quality is a combination of:

✓ The right people,

✓ The right systems, and

✓ Commitment to excellence

❑ Leaders are responsible for setting the proper tone in support of

quality and continuous improvement.

❑ Implementation guides and Quality Assessment Manuals are available to

IIA members. These guides and manuals should be reviewed

periodically.



Conclusion

❑ Every Internal Audit function needs to have a documented Quality

Assurance and Improvement Program (QAIP) in place.

❑ There needs to be a program of both Internal Assessments and

External Assessments.

❑ An External Assessment has the potential to get the Chief Audit

Executive added credibility with Management and the Audit

Committee.

❑ A Quality Assessment is about improving internal audit.

❑ A Quality Assessment should not be treated as a ‘pass’ or ‘fail’ exercise.

❑ A Quality Assessment needs to be planned, conducted and completed

on time, on budget and be a quality product – so that it demonstrates

best practice.



Participants to share lessons:

1. New ideas you picked up.

2. How will you use what you learned in your role as an 

Internal Auditor?

Email: audi.otieno@gmail.com

Cellphone: +254 702 949 960

Questions & 

Answers

The End!


