
A SOUND STRATEGY PROVIDES THE FOUNDATION for all internal audit 
activity, including development of the internal audit function, audit planning 
and execution of audits. The organization gains considerable value from 
those activities.

The internal audit function provides the board of directors, audit committee 
and management with a means for monitoring risks associated with 
asset protection, loss prevention and compliance efforts throughout the 
organization.

Through assessing risks, illuminating needs for mitigation, providing 
assurance for operational compliance and evaluating the effectiveness 
of internal controls, the internal audit function supports the organization’s 
overall enterprise risk management objectives. 

Internal audit findings enable the board of directors and management 
to make more informed decisions, thereby enhancing organizational 
performance. The internal audit department’s monitoring and oversight 
activities also provide continual assurance to all stakeholders.

Forming an Internal Audit Strategy

INDUSTRY COMPLIANCE STATUTES, stock exchange membership rules or 
other provisions imposed by an external regulatory or governance entity may 
require an organization to establish an internal audit function. While such 
requirements must be met, the internal audit strategy needs to be based on 
agreed-upon business strategies to be truly effective.

Each organization is unique and affected by various factors, such as its 
industry, its products or services, its market, the geographic locations of its 
operations and customers, the organization’s risk appetite and its internal 
culture. Business strategies acknowledge those factors. 

Business strategies also recognize that such factors vary in importance. 
With an internal audit strategy that recognizes such factors and their relative 
importance to overall business strategies, the internal audit function can play 
a crucial role in promoting long-term organizational growth and health.

The Internal Audit Charter Articulates Strategy

THE INTERNAL AUDIT CHARTER articulates the strategy and provides 
direction for all related activities, including internal audit function 
development and management, audit planning and execution. While specific 
structure and wording will vary among organizations, all internal audit 
charters should address the following elements and principles:
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Purpose and scope. The internal audit function exists to provide objective 
assurance for the organization. In performing its services, the internal 
audit department needs to deploy a systematic approach in evaluating 
the effectiveness of risk management, governance and internal control 
processes. Such evaluations address:

• Processes and systems for complying with relevant laws and 
regulations

• Processes and systems for safeguarding assets and verifying the 
existence of those assets

• Communication and interaction among various governance groups
• Comparison of operational results to established goals and objectives
• Comparison of operational plans to execution of processes
• Quality control and continuous improvement efforts

Accountability and oversight. In larger corporations, the chief audit 
executive (CAE) position typically has responsibility for overseeing 
the internal audit function on behalf of the audit committee. In other 
organizations, that duty is assigned to the internal audit director. The 
audit committee is responsible for hiring that individual and reviewing 
that person’s performance. In some organizations, primarily regulated 
industries, a compliance and risk officer may also have responsibilities for 
assessing and mitigating risk.

The CAE or other leader of the internal audit department has direct 
communication with the audit committee and must prepare and issue 
a report to appropriate individuals and parties following each internal 
audit. That individual also reports on the adequacy of the internal audit 
department’s resources and provides periodic assessments to the audit 
committee on internal audit activities and findings.

Independence and objectivity. While the leader of the internal 
audit function reports to a member of executive management at the 
administrative level, he also reports to the audit committee at the 
functional level. This division provides the internal audit department 
with a dual reporting and accountability relationship with executive 
management and the audit committee. This balance is important to 
maintain independence and objectivity. To further maintain self-sufficiency 
and impartiality, the internal audit department cannot have operational 
responsibility over any of the activities it reviews, nor can it develop 
procedures and systems or engage in any other activities typically subject 
to audit. 

The internal audit department must be free from management 
suggestions or coercion regarding its activities and decisions, including 
audit timing and frequency, scopes of audits and content of reports.

That independence enables the internal audit department to provide 
findings that are not influenced by conflicts of interest or any explicit bias.

Authority and access. The internal audit department needs to have 
full, unrestricted access to all organization activities, functions, physical 
property and records and personnel. 
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For organizational support and to ensure open 
communication with the CAE or the internal audit director, 
the internal audit department must have full access 
to corporate management and the audit committee. 
The internal audit department must also determine 
the allocation of resources, frequency of audits and 
techniques needed for audit activities. The internal audit 
department needs to, however, coordinate their resource 
requirements and budget administratively with internal 
management. 

Duties and responsibilities. The internal audit department 
must maintain a professional staff to meet audit charter 
requirements and develop an annual audit plan using 
appropriate risk-based methodology. The internal audit 
department is responsible for implementing the annual 
audit plan, reporting its findings, and establishing a 
quality assurance program that monitors the effectiveness 
of current efforts and emphasizes the importance of 
continuous improvement. 

The internal audit department needs to provide the audit 
committee with significant measurement goals and results 
for comparison. The department must also evaluate 
periodic changes and events that affect risks.

Professional standards and ethics. The internal audit 
function needs to comply with the Institute of Internal 
Auditors’ International Standards for the Professional 
Practice of Internal Auditing.

The standards define basic principles for internal 
auditing, provide a framework for performing internal 
audit activities, establish a basis for evaluating internal 
auditing performance, and foster improved organizational 
processes and operations. 

The overall standards incorporate specific requirements 
for attributes, performance and implementation. The 
institute’s code of ethics also includes a code of conduct 
that emphasizes the importance of maintaining integrity, 
objectivity, confidentiality and competency in all internal 
audit activities.

Importance of Strategy for Ongoing Internal 
Audit Activities

ORGANIZATIONS OPERATE IN dynamic environments 
that are continually subject to external change. Internal 
environments change too, and the internal audit strategy 
needs to continually assess the risk potential that always 
accompanies change. Significant change scenarios that 
the internal audit strategy must adapt to include: 

New organizational structure. An organization’s structure 
may change, for example, from a private to a publicly held 
corporation. Such a transition brings new compliance and 
governance requirements. In response, the company must 
implement related policies, processes and systems, along 
with necessary monitoring and oversight. 

Turnover among key personnel. Key individuals 
leaving the organization can signify a substantial loss in 
knowledge, talent and insight. New hires may possess 
considerable positive qualities but require time to 
acclimate themselves to new roles and responsibilities, 
and to the organization itself.

Implementation of new technology. While change 
management policies address introductions of critical 
applications or IT capabilities, difficulties unforeseen by 
vendors or the IT department may emerge in migrating 
financial and operational processes to that new 
technology. In addition, information security and data 
privacy concerns are ever present and highly relevant. 

Mergers and acquisitions. Mergers and acquisitions 
require assimilating all of the differences that exist 
between two businesses into one cohesive organization. 
This includes possibly integrating multiple internal audit 
functions. Even with careful preparation, such assimilation 
may require resolving differences not recognized during 
initial planning. 

Reengineering and restructuring initiatives. A 
reengineering or other internal restructuring effort 
encompasses reorganizing business units and 
departments, reassigning individuals to new jobs and 
responsibilities, and devising new processes. While such a 
transformation delivers long-term benefits, it also requires 
implementing new practices and performance measures, 
as well as new monitoring and oversight activities.

New product launches. Introductions of new products or 
services may bring unanticipated challenges in producing 
or delivering those items. Additionally, there may be  
uncertainty in how well those new products or services will 
be received by customers.

Significant financial growth. Substantial earnings or sales 
growth may create difficulties too. Supporting such growth 
can strain the capabilities of existing equipment, facilities, 
IT infrastructure, personnel and control processes. That 
can lead to setbacks that negate previous gains. 
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Weaver’s risk advisory services are 
strategic, executable and measurable―
and our nimble process is designed 
to help companies remain optimally 
functional as they identify and manage 
risk. We work closely with our clients 
to customize services that fit their 
existing staff structure and operations. 
Integral to this sensitive work, we 
believe our communication skills are as 
valuable as our technical knowledge 
and professional insight. You will 
experience thoughtful, purposeful 
communication throughout the 
process. Specific services we provide 
include:

• Business continuity planning
• Business process improvement
• Contract monitoring and compliance
• Enterprise risk management
• Internal audit
• Internal control evaluation
• Integrated financial and IT audit
• Performance audit and measurement
• Regulatory compliance
• Risk assessment
• Sarbanes-Oxley compliance

Disclaimer: This content is general in nature 
and is not intended to serve as accounting, 
legal or other professional services advice. 
Weaver assumes no responsibility for the 
reader’s reliance on this information. Before 
implementing any of the ideas contained in 
this publication, readers should consult with 
a professional advisor to determine whether 
the ideas apply to their unique  
circumstances.
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The internal audit strategy also needs to incorporate quality assurance and 
continuous improvement activities, including:

• Assessing the efficiency and effectiveness of the internal audit department based 
on established standards

• Evaluating annual risk assessments
• Examining techniques and methodology used for testing controls
• Ensuring that audits and conduct comply with the Institute of Internal Auditors’ 

standards and code of ethics
• Long-term benefits of sound internal audit strategy

A sound internal audit strategy provides the foundation for internal audit 
development and planning and provides the direction for all internal audit activities. 
Based on that strategy, the internal audit function delivers considerable value to the 
organization. 

Internal audit findings address a range of operational aspects reflected in financial 
reports. Those findings give the board and management greater context and a 
broader frame of reference to apply in evaluating financial statements. 

While generating insight for evaluating current or past results, the internal audit 
function also plays a vital proactive role in enhancing long-term organizational 
performance. By continually monitoring risks associated with asset protection, 
loss prevention and compliance efforts, the internal audit department enables the 
organization to assess the likelihood and potential impact of a related risk.

Using an enterprise risk management methodology, the organization can then 
determine how the identified risks align with the company’s risk appetite and what 
steps to take to mitigate any unacceptable risks. That allows the organization to 
respond effectively to change and the internal audit to have entity-wide guidance 
for monitoring activities. Continual monitoring and oversight provides assurance and 
promotes confidence and trust among all stakeholders.


