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EUROPEAN CONFEDERATION OF INSTITUTES OF INTERNAL AUDITING (ECIIA)
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Enhancing governance through internal audit

Response from ECIIA to EIOPA Consultation Paper on the proposal guidelines on facilitating an effective dialogue between competent authorities supervising insurance undertakings and statutory auditors and audit firms carrying out the statutory audit of those undertakings
The European Confederation of Institutes of Internal Auditing (ECIIA) is a confederation of national associations of internal auditors speaking for the profession in the wider geographic area of Europe and the Mediterranean basin. It represents a membership base of over 40,000 internal audit professionals. The ECIIA is an associated organisation of the global Institute of Internal Auditors (The IIA), a professional body with more than 181,000 members in some 190 countries. 
Throughout the world, The IIA is recognised as the internal audit profession's leader in certification, education, research and advocacy in relation to internal auditing. The IIA also maintains the globally recognised International Professional Practices Framework (IPPF) which includes the International Standards for the Professional Practice of Internal Auditing, the definition of internal auditing, the code of ethics, practice advisories and other guidance. (http://www.theiia.org/guidance/standards-and-guidance/interactive-ippf/.)

For the entirely understandable reasons outlined in the EIOPA’s consultation document, the draft guidelines focus on the relationship between the supervisors and the statutory auditors of credit institutions.  Nevertheless, the role of internal auditors in those institutions, as the providers of independent assurance, advice and insight to Audit Committees and boards on risk and internal controls, is a vital part of the overall picture, as shown in the ‘3 lines of defence’ model summarised below.  
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In this model, the third line of defence - internal audit -  is responsible for ensuring that the first and second lines are functioning as designed.  Internal auditors review all the processes and analyse all the risks of the company, and advise on the robustness of the control framework.

While internal audit’s main line of accountability is to the Audit Committee and thence the board, it also shares information with the statutory auditors and the regulators. For its part, the Audit Committee is responsible for defining the mission and programme, both of internal audit and of statutory audit, and also for ensuring co-ordination between the two.  clear and effective communication between the parties is necessary in order to avoid duplication - or gaps - and achieve synergies in the overall assurance picture.
For all these reasons, we recommend that the supervisor should establish a clear requirement for regular, structured and ongoing dialogue between the competent authorities supervising insurance undertakings and the internal auditors in those undertakings, in order to get an independent opinion about the internal controls, risk management and governance of the companies concerned.
The ECIIA would be happy to discuss the role and responsibilities of internal audit, its relationship with statutory auditors, and possible frameworks for a structured dialogue with supervisors in more detail, should that be considered helpful ; and looks forward keenly to the outcome of the consultation process and EIOPA’s conclusions on next steps.  
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Head Office: c/o IIA Belgium – Koningstraat 109-111, bus 5 - B-1000 Brussels (Belgium)

Phone: +32 2 217 33 20 
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