
DIRECTORS’ BULLETIN 2017 Q1

28

DIRECTORS’ BULLETIN 2017 Q1

Audit Committees (ACs) rely on internal 
auditors to provide much-needed independent 
assurance in the areas of governance, risk 

management and control. In turn, they provide 
a peace of mind to key stakeholders by making 
sure the organisation’s policies and procedures 
are complied with, and that the key business risks 
effectively managed to achieve the mission and 
objectives of the organisation. 

However, with increasing complexities, volatility 
and risks in the global economy, which is 
compounded by disruptive technologies, 
cyber security threats and increasing regulations, 
internal auditors are also increasingly pressed to 
do more. 

Beyond assurance
Internal audit, being an independent function, 
is increasingly sought after by the boards and 
senior management to be their eyes and ears, 
especially now in the digital age and new economy. 

In the 2015 Common Body of Knowledge (CBOK) 
Stakeholder Study administered through The 
Institute of Internal Auditors Research Foundation, 
1,124 stakeholders across 23 countries revealed 
that ACs would encourage internal audit to move 
beyond assurance to enhance its value proposition 
to their organisations. 

Given that internal auditors have great breadth and 
depth in corporate processes and are objective, 
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they can play an advisory role by providing 
valuable insights and recommendations relating 
to business processes supported with analyses, 
evaluations and evidence. The CBOK study 
identified advisory areas as:
• Consulting on business process improvements.
• Facilitating and monitoring effective risk 

management.
• Alerting management on emerging issues and 

changing scenarios.
• Identifying known and emerging risk areas.
• Identifying risk management frameworks and 

practices.

With heightened expectations by stakeholders 
for internal audit services, it is important that 
internal audit is prepared and equipped with the 
relevant skills and competency to support their 
needs.  By investing in certification and continuing 
professional education, internal auditors can 
stay abreast with the latest developments, 
skills and technologies. Continual learning, 
upskilling and reskilling are throughout the 
internal auditors’ careers to ensure their long 
term relevance in support of their organisations. 

Unlike external auditors, internal auditors do not 
have a constraint in regard to their independence 
in providing assurance services where it previously 
had performed consulting services. However, the 
internal auditor function needs to ensure that the 
nature of the consulting work did not impair its 
objectivity, and that individual objectivity is managed 
when assigning resources to the engagement. Should 
there be potential impairments to independence 
or objectivity relating to any proposed consulting 
services, disclosures must be made to the client 
prior to accepting the engagement. 

AC support
The AC should support the internal audit function 
adequately for it to operate effectively.  

The role is usually clearly enshrined in the internal 
audit charter. The internal auditor needs to be 

functionally reporting to the AC to ensure its 
position of independence within the organisation 
and be able to fulfil its responsibility without 
undue influence from management. The 
independence of chief audit executive (CAE) 
is protected with the AC approving his or her 
hiring, removal, evaluation and compensation, 
instead of this being done by management. The 
AC approves the internal audit charter and needs 
to review it regularly to maintain its currency. 

For internal audit to contribute effectively to the 
organisation, the AC needs to actively accord 
internal audit the appropriate standing in the 
organisation. For instance, having the CAE 
in relevant board meeting and management 
meetings will not only enhance his stature but 
allow him or her to gain a better understanding 
of the organisation’s strategic thinking and 
direction, business and activities, and significant 
organisational and business changes on the 
planning horizon.

The AC should take responsibility for the resourcing 
of internal audit. In order to be effective, the internal 
audit function must be suited with adequate 
resources in terms of staff, tools and budgets. The 
AC should review the training plans and budgets 
of the internal audit team regularly as investment 
is essential to keep their competencies relevant.

As internal audit provides a balance of assurance 
and advisory activities, the AC will need to 
ensure that the objectivity of the internal auditors 
is not compromised and they can perform its 
assurance work effectively. 

For the internal audit to move beyond its 
traditional assurance role, the AC should ensure 
that the internal audit function is independent 
and has adequate resources in terms of budget 
and competent staff with the appropriate 
credentials.  If not, it may lose the opportunity to 
increase internal audit’s value proposition in the 
new economy.
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