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n the coming times, organisations will face an 
increasingly competitive environment where 
knowledge is power, and the ability to adapt to 
fast-paced changes is paramount. Greater emphasis 
will be on identifying and preparing for the risks of 

operating in the global economy and leveraging ever-advancing 
technology. Amidst these developments, internal auditors are 
excellently positioned to play a critical role in helping the  
board of directors and audit committees to identify risks, create 
solutions, and prepare for what’s around the corner.

A number of regulatory and legislative mandates like 
Dodd-Frank Act, U.S. Federal Reserve policies on internal 
audit, etc., have significant impact on internal audit practice. 
The Basel Committee on Banking Supervision has issued 
revised supervisory guidance for assessing the effectiveness 
of the internal audit function in banks. “The Principles for 
Enhancing Corporate Governance” stated that banks should 
have an internal audit function with sufficient authority, stature, 
independence and resources and should have access to the  
board of directors. The Financial Stability Board has issued 
a report, “Thematic Review on Risk Governance”, which 
gave a clear indication of the growing regulatory focus on 
the effectiveness of internal audit functions and the sound 
practices identified, and set the benchmark against which all 
internal audit functions should assess themselves. In the U.K, a 
common set of Public Sector Internal Audit Standards (PSIAS) 
have been adopted with effect from 1st April, 2013. In India, the 
recently enacted Companies Act, 2013, mandates appointment 
of an internal auditor for certain classes of companies. The 
draft rules prescribe listed and public companies exceeding a 
threshold limit of paid-up share capital or outstanding loans or  
borrowings from banks and public financial institutions to 
compulsorily appoint an internal auditor. A common thread 
in these new enactments is to establish a professional internal 
audit function which is more independent and more effective 
with better access to senior management and board of directors. 
This is also evident in the well-accepted “three lines of defence” 
model on corporate governance, which comprises operational 
management, internal governance functions and finally, internal 
audit.

To meet these challenges, internal auditors must always 
strive to be better internal auditors and ensure that they remain 
alive to the environment. They must aim to create a body of 
information and research which demonstrates the value of 
internal audit, and explain how it fits into the evolving corporate 
governance framework. In case of risk management, surveys 
have consistently indicated that risk management is a key 
and emerging topic on the audit committee agenda. Internal 
auditors should make enterprise risk assessment activities more 
continuous and should play an important role in integrating 
risk assessment processes across all risk functions. Another 
important aspect is that use of technology is almost universally 

perceived as being critical to increasing both the efficiency  
and effectiveness of the internal audit function. Technology 
should be deployed with a disciplined business-focused 
approach, with a specific focus on driving efficiencies. 

With the right strategy in place, internal audit should direct 
its attention to the acquisition and development of necessary 
resources and capabilities for achieving its objectives. Its true 
value must be fully recognised and harnessed because what 
internal auditors bring to organisations, through their focus on 
evaluating the management of risk, is unique and essential to 
their success. Successful delivery of the role of internal auditors 
helps protect organisations and the interests of their many 
stakeholders, the wider economy and society. The Institute of 
Chartered Accountants of India is committed to help internal 
auditors to take a serious look at internal audit quality and 
ensure that it is practiced consistently and professionally. The 
Internal Audit Standards Board of the Institute is working 
relentlessly to develop the internal audit profession to ensure 
that it has the knowledge, skills and expertise necessary for 
the success of organisations. Apart from issuing Standards on 
Internal Audit (SIAs) which benchmark the best practices in the  
field of internal audit, it also issues industry specific Technical 
Guides to equip the members with requisite skills to carry 
out industry-specific internal audits. Adhering to quality  
benchmarks will help the internal auditors to meet the 
expectations of all the relevant stakeholders and build an image 
of credible business function.

Nothing is more constant than change itself—especially in 
our fast-paced environment. Internal auditors should be alert to 
change, and the speed with which major risks can evolve and 
the momentum they can achieve if left unattended. They should 
not only be guardians of established policies and procedures, 
but also champions of positive change and continuous 
improvement. Internal auditors should revisit their methods, 
processes, policies, practices, capabilities and technology 
usage to enhance their efficiencies and “work smarter”. Internal 
auditors should sharpen their skill sets to take up the challenge  
of being a key player in governance, risk management 
and control, and be instrumental in creation of sustainable 
organisational success and stakeholder value.

An Internal Auditor is indeed a friend, philosopher and 
guide to the enterprise as a helping hand for fulfilling the prime 
objective of maximising return on investments by due diligence 
and legal compliances. In recent times, "Internal Audit" has 
gained key importance and the Internal Auditor with his 
background of knowledge in the fields of Accounting, Finance, 
Taxation, Legal and Business has proved to be a veritable 
Business Solution Provider.

Internal Audit–Catalyst to Sustainable 
Organisational Success
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