WHAT IS INTERNAL AUDIT?
Information to help you understand the role
and value of internal audit

What is internal audit?
As organisations and the world they operate in become more complex, so internal
audit is gaining a steadily higher profile in the public, private and not-for-profit
sectors for the evaluations and insight they provide about how well risks are being
managed within the organisation.

Assessing the management of risk
The profession of internal audit is fundamentally
concerned with evaluating an organisation’s
management of risk. All organisations face risks. For
example, risks to the organisation’s reputation if it
treats customers incorrectly, health and safety risks,
risks of supplier failure, risks associated with market
failure, cybersecurity and financial risks to name some
key areas. The key to an organisation’s success is to
manage those risks effectively – more effectively than
competitors and as effectively as stakeholders demand.
To evaluate how well risks are being managed
the internal auditor will assess the quality of risk
management processes, systems of internal control
and corporate governance processes, across all
parts of an organisation and report this directly and
independently to the most senior level of executive
management and to the board’s audit committee.

Assisting management in the
improvement of internal controls
An internal auditor’s knowledge of the management
of risk also enables him or her to act as a consultant
providing advice and acting as a catalyst for
improvement in an organisation’s practices.

So, for example if a line manager is concerned about
a particular area of responsibility, working with the
internal auditor could help to identify improvements.
Or perhaps a major new project is being undertaken
– the internal auditor can help to ensure that project
risks are clearly identified and assessed with action
taken to manage them.

Why is internal audit important
to your organisation?
By reporting to executive management that
important risks have been evaluated and highlighting
where improvements are necessary, the internal
auditor helps executive management and boards to
demonstrate that they are managing the organisation
effectively on behalf of their stakeholders. This is
summarised in the mission statement of internal audit
which says that internal audit’s role is “to enhance
and protect organisational value by providing riskbased and objective assurance, advice and insight”.
Hence, internal auditors, along with executive
management, non-executive management and the
external auditors are a critical part of the top level
governance of any organisation.

The key to an organisation’s success is to
manage risks effectively
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Activities of internal audit
Below are the key things an internal auditor does. Within these areas, it is important
to think of the internal auditor as the organisations critical friend – someone who
can challenge current practice, champion best practice and be a catalyst for
improvement, so that the organisation as a whole achieves its strategic objectives.

Evaluating controls and advising
managers at all levels

Analysing operations and
confirm information

Internal audit’s role in evaluating the management
of risk is wide ranging because everyone from the
mailroom to the boardroom is involved in internal
control. The internal auditor’s work includes assessing
the tone and risk management culture of the
organisation at one level through to evaluating and
reporting on the effectiveness of the implementation
of management policies at another.

Achieving objectives and managing valuable
organisational resources requires systems, processes
and people. Internal auditors work closely with line
managers to review operations then report their
findings. The internal auditor must be well versed
in the strategic objectives of their organisation and
the sector in which it operates in, so that they have
a clear understanding of how the operations of any
given part of the organisation fit into the bigger
picture.

Evaluating risks
It is management’s job to identify the risks facing the
organisation and to understand how they will impact
the delivery of objectives if they are not managed
effectively. Managers need to understand how
much risk the organisation is willing to live with and
implement controls and other safeguards to ensure
these limits are not exceeded. Some organisations
will have a higher appetite for risk arising from
changing trends and business/economic conditions.
The techniques of internal auditing have therefore
changed from a reactive and control based form to a
more proactive and risk based approach. This enables
the internal auditor to anticipate possible future
concerns and opportunities providing assurance,
advice and insight where it is most needed.

Working with other
assurance providers
Providing assurance to executive management and
the board’s audit committee that risks are being
managed effectively is not the exclusive domain of
internal audit. There are likely to be other assurance
providers who perform a similar role. This can include
risk management professionals, compliance officers,

Assurance, advice and insight
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fraud investigators, quality managers and security
experts to name just a few. The difference between
these assurance sources and internal auditors is that
internal audit are independent from management
operations and are able to give objective and
unbiased opinions about the way risk are reported
and managed. Internal audit’s independence of
executive management is achieved through its
functional reporting line to the chair of the audit
committee and an administrative reporting line to the
chief executive, as the most senior executive.
The interesting aspect within this structure is that
internal auditors can work constructively with other
assurance providers to make sure the board’s audit
committee receives all the assurance they need to
form an opinion about how well the organisation is
managing its risks. It also means that the available
assurance resources are optimised by avoiding
duplication and gaps in the provision of assurance.
Teamwork and developing effective working
relationships is a key feature of internal auditing.

These are all provided through the internal audit
professional body – the Chartered Institute of Internal
Auditors. As an affiliate member of the global Institute
of Internal Auditors, the Chartered Institute of Internal
Auditors promotes the International Professional
Practices Framework (IPPF) in the UK and Ireland,
so that internal auditors here work within a globally
agreed set of core principles and standards.
Whilst the financial skills of accountants are very
useful, to do their job effectively, internal auditors
must possess a high level of technical internal
auditing skills and knowledge. They must also be
effective communicators, good project managers,
analytically strong and good negotiators.

Like all professions, internal audit has its own
skills and qualifications
		

But like all professions, internal audit has its own skills
and its own qualifications, technical standards and
codes of practice.

Find out more
Talk to your internal audit team about how their
expertise can help you achieve your objectives.
Visit our website at: www.iia.org.uk
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Members of the IIA work to the International
Professional Practice Framework (IPPF)
Core Principles
The Core Principles define effective internal auditing and all of them must be present and working well.
How an internal auditor, as well as an internal audit function, demonstrates achievement of the Core Principles
may be quite different from organisation-to-organisation but, failure to achieve any of the Core Principles
implies that an internal audit activity is not as effective as it could be in achieving internal audit’s mission.
1. Demonstrates integrity.
2. Demonstrates competence and due professional care.
3. Is objective and free from undue influence (independent).
4. Aligns with the strategies, objectives, and risks of the organisation.
5. Is appropriately positioned and adequately resourced.
6. Demonstrates quality and continuous improvement.
7. Communicates effectively.
8. Provides risk-based assurance.
9. Is insightful, proactive, and future-focused.
10. Promotes organisational improvement.

The International Standards
The Institute of Internal Auditors (IIA) International Standards translate the principles into working practice
providing the profession’s quality benchmark. All 180,000 members of the IIA worldwide agree to be bound
by them, as a condition of membership.
They provide the framework for performing the broad range of internal audit activities outlined in this
brochure. The International Standards also establish the basis for the evaluation of internal audit performance.
In the UK and Ireland, the IIA International Standards have been recognised by key standard setting bodies
in both the public and private sectors. In the public sector, the International Standards are the basis of the
Public Sector Internal Audit Standards (PSIAS). In the private sector, the UK Corporate Governance Code
(2014) calls on Audit Committees to ensure that internal audit is equipped to perform in accordance with
the IIA’s Standards.

The Code of Ethics
The Code of Ethics lays down the principles of Integrity, Objectivity, Confidentiality and Competency, which
internal auditors must abide by In order to promote and uphold the ethical culture within the profession.
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About the Chartered Institute
of Internal Auditors
First established in 1948, the Chartered Institute of Internal Auditors (IIA) obtained
its Royal Charter in 2010. It is the only professional body dedicated exclusively to
training, supporting and representing internal auditors in the UK and Ireland. It has
over 8,700 members in all sectors of the economy including private companies,
government departments, utilities, voluntary sector organisations, local authorities
and public service organisations such as the National Health Service.
Over 2,000 members of the institute are Chartered Internal Auditors and have
earned the designation CMIIA. Over 800 of our members hold the position of head
of internal audit and the majority of FTSE 100 companies are represented amongst
the institute’s membership.
Members of the Chartered Institute of Internal Auditors are part of a global network
of over 180,000 members in 170 countries. All members across the globe work to
the same International Standards and Code of Ethics.
More information on the Institute is available at www.iia.org.uk

www.iia.org.uk
Chartered Institute
of Internal Auditors
13 Abbeville Mews
88 Clapham Park Road
London SW4 7BX
tel 020 7498 0101
fax 020 7978 2492
email info@iia.org.uk
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