QUALITY

ASSURANC
REVIEW

OF THE INTERNAL AUDIT FUNCTION

Are you getting the full benefit of your assessment?

oday, more than ever, there

is increased demand for

the internal audit function
to add value to the organisation.
Executive management is relying
more on internal audit to identify,
measure and control business
risks. Audit committees are
asking tough questions about
the quality and effectiveness of
their internal audit functions. The
regulatory authority including
Capital Market Authority, central
government regulations and
Central Bank of Kenya expect
internal audit to be the eyes of
the Audit Committees. There is
increased scrutiny of the function.

The changing business

environment and ever-changing
stakeholders’ expectations are not
making the work of the internal
audit any easier. Globalisation,
organisational down-sizing,
new technologies, development
of e-commerce and changes in
executive management are a few
examples of the forces driving
change in internal audit. Further,
the scope of internal audit has
expanded to include review of
risk management and governance
processes. Considering all these
challenges, the demand to assess,
benchmark and report on internal
audit performance has increased.

QUALITY
ASSURANCE REVIEW

The Institute of Internal Auditors

(ITA) acknowledges the need for
the internal audit activity to meet
stakeholders’ expectations and
provide value-added services to
their organisations and has issued
astandard on Quality Assurance
and Improvement Programme.

This requires periodic
internal and external quality
assessments and ongoing internal
monitoring to help internal audit
departments and to provide
assurance that the internal audit
activity is in conformity with
the Standards and the Code of
Ethics. The standard also requires
external assessments, such as
quality assurance reviews, to be
conducted at least once every five
years by a qualified, independent
reviewer or review team.

Quality Assurance Review
should most importantly identify
opportunities and offer ideas to
the Chief Audit Executive and
internal audit staff for improving
their performance and that of the
internal audit function.

INTERNAL AUDIT
ADDING VALUE?
There are a number of questions
that can help you determine
whether your internal audit
function is adding value to your
organisation, such as:

% Is the internal audit plan
risk-based? Does it cover the
rightrisks, thus supporting

the organisation in achieving

its corporate objective? Is the
function focused on a wide

view of risks that go beyond
business processes and focus

on environmental factors (e.g.
competitor, political, regulatory)
for decision making?

% Does the internal audit function
operate efficiently? Is there an
appropriate match between the
skills of its auditors and the type
of audit work it requires? What
should the cost of internal audit
be? Are there mechanisms in place
to continuously improve the audit
process? Does it have a training
and development strategy that

is aligned with audit’s strategic
imperatives?

% Is the function seen as the ‘first
port of call’ for advice or resource
in the event of a problem in a
business area? Isitin demand

as an internal consultant that

can help improve processes and
controls, and reduce costs?

% Is the function perceived as
abusiness partner - helping
management achieve their
objectives in a controlled manner?
% Is internal audit appropriately

sponsored to allow it to deliver the
service required? Is it appropriately
positioned on Management’s
agenda?

% Does the internal audit develop
effective communication strategies
which impel managementand
employees to take action?

% Does internal audit report to an
independent Audit Committee and
is this done frequently?

INTERNAL AUDITOR
Internal auditors should adhere

to the guidance set forth in the

Code of Ethics and the Standards.
They should pursue and achieve
individual certification, conduct
internal assessments, and ensure
that their functions undergo an
independent, external quality
review to validate compliance.

A quality assurance and
improvement programme that
helps the internal audit function
add value and comply with the
Standards and the Code of Ethics
should be developed. It should cover
all aspects of the internal audit
activity and continuously monitor
its effectiveness.
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