Internal Auditor Handbook
Chief Internal Auditor

Amer Elsofy
[image: image1.jpg]


Welcome to Internal Auditor Handbook.

I've been in and around internal audit for 12 years and the aim of this Handbook is to pass on some of my ideas and experience. 

I won't claim that my ideas are shockingly original, indeed most are built on accepted thinking and practices. Thanks are due to my colleagues for their help and advice – but the views expressed are my own. 

My aim in this Handbook is to simplify some of the principles in internal auditing to increase the awareness of the internal auditing beginning with the identify the internal auditor and vision statement ending by completion of audit and conduct the exit conference

This handbook is aimed at anyone interested in internal auditing, from Audit Committee members to students. I should mention that this Handbook discusses the objectives of internal auditing as an “activity” within an organisation, and the objectives of an Internal Audit Department. Hopefully,

The primary objective of an Internal Audit Department will be to achieve the objectives of internal auditing, this handbook help the represent “best practice”. This report is not intended to be a lengthy, well researched academic treatise, but a simple introduction. 

I’ve therefore used an informal, as opposed to an academic, style. I’ll leave you to judge whether this works. 

Finally, this report is copyright. I don’t mind you using parts of it, provided you quote this source. It should not be used to promote any product or service, without my permission. I do mind you making money out of it, unless I get some! 

     Happy reading…

                                                        Amer Elsofy

Introduction

Many people think of auditing as only "financial" in nature. However, internal auditing has a broader meaning-helping you achieve your mission. The Internal Audit Department's mission was derived from the formal definition of internal auditing as promulgated by the Institute of Internal Auditors (IIA). The IIA's formal definition is as follows: 

''Internal auditing is an independent, objective assurance and consulting activity designed to add value and improve an organization's operations. It helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and governance processes.''
Based on the above definition, the scope of the internal audit activities includes appraising that your department has established procedures to:

· Ensure results are consistent with established objectives/goals and operations or       programs are carried out as planned.

· Ensure economical and efficient use of resources.

· Safeguard assets, and as appropriate, verify the existence of such assets.

· Ensure compliance with policies, plans, and procedures. Laws and regulations that could have a significant impact on operations and reports, and determining whether the organization is in compliance.

· Appraise the reliability and integrity of financial information by evaluating the means developed by management to identify, classify, measure, and report such information.

The internal audit function has no authority or responsibility over the activities audited, reviewed or investigated; these remain with management. Therefore such audits, reviews and investigations do not relieve other personnel at the New Mexico Military Institute of their responsibilities.

The IIA (Institute Of Internal Auditors)

Established in 1941, the Institute of Internal Auditors (IIA) serves more than 170,000 members in internal auditing, governance, and internal control, IT audit, education, and security from more than 100 countries. The world’s leader in certification, education, research, and technological guidance for the profession, the Institute serves as the profession’s watchdog and resource on significant auditing issues around the globe. Job description.

The CIA

The Institute’s CIA program, established in December 1972, was designed to enhance recognition of internal auditing and provide the proper direction to internal auditors who seek to further their professional development and advancement.

The IIA Definitions of the Internal Auditor:

· Internal auditors are the detectives of the business world.

· Help to ensure that everything runs smoothly at all levels of the organization. 

· Make sure that every one knows the rules.

· That the rules are being followed and that the rules are sufficient to keep everything running smoothly. 

· Discover any problems that might affect the organizations efficiency and profitability. 

· There are two professional designation of internal auditors CIA (certified internal auditor) and CISA (certified information system auditor).

Education

· Relevant high schools courses include math (especially business math or accounting) English and law.

· A university degree or accounting certification is required. Most internal auditors are accountant, but their degree can be from various disciplines (i.e. business, information systems, engineering or economics).

· Internal auditor designation (CIA or CISA) may be required.

Required Skills

· High ethical standards.

· Creative and analytical thinking.

· Work well independently or with others at all levels of the organization.

· Good communication skills (both oral and written).

· Organizational skills.

· Ability to adept quickly to change.

· Accuracy and efficiency.

· Problem solving and decision making skills.

· Must be results-oriented.

Internal Auditor Philosophy
Just as external auditors independently report on an organization's accounts, so internal auditors independently report that internal controls are operating properly. Recent financial scandals have reinforced the need for this type of independent opinion.

So what is the purpose of the internal auditing activity? It is frequently phrased in terms like “to ensure proper internal controls exist”. The problem with this statement is that it gives the impression that internal auditing is only concerned with financial controls. Also, managers frequently consider controls to be the responsibility of accountants and auditors, and are not therefore prepared to accept ownership of them.

Managers, however, can see how risks directly affect them and are more likely to accept that it is their responsibility to manage them. In addition, since the internal controls necessary depend on the risks identified, a better definition of internal auditing involves risks. My own definition is:

''Internal auditing provides independent and objective assurance to an organization's management that its risks are being mitigated to an acceptable level, and reports where they are not. ''

Let’s look at this definition in detail:

Summery of the INTERNAL AUDITOR HANDBOOK titles

Independent
Objective
Assurance
Organization

Management
Mitigated
Acceptable
Report
Behavior of Auditor
Vision Statement

Mission Statement

Communicating

Follow-Up
Examining

Sufficient

Competent

Work papers
Analytical Auditing Procedures
Auditor vs. Risk 

Fraud

Tax fraud
Work paper Summary and Index
Review of Audit Work papers
Audit Plans
Short term plan

Long term plan

Plans for purposes

Schedules

Test plan

Follow up the plan

Ending the plan

Audit Programs
Industrial Field

Services Field

Non profit organization Field

Trading field

General or public Sector Field

Import and Export field

Holding companies

Banks

Information system Field

Information technology Field

Other programs

Internal Control Questioners

For every financial, administrative, management procedure

