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Independence: Shield or barrier?Independence: Shield or barrier?Independence: Shield or barrier?Independence: Shield or barrier?    

As organizations grapple with the impacts of COVID-19, everyone is expected to play their part. Many chief audit 

executives (CAEs) and their teams are being asked to offer more “hands on” help to support management. When the 

boat is sinking, everyone from captain to galley crew is expected to be on bail-out duty. However, this has caused CAEs 

and the audit committees to which they report to ask about independence. Is it possible for internal audit to remain 

independent while undertaking these new tasks?  

More significantly, do auditors and audit committees need to view independence in a time of crisis as being of secondary 

importance compared with providing maximum value? Is there a choice to be made between helping management in 

any way possible — all hands on deck — or steadfastly maintaining independence by stepping aside? 
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THE THREE ROLES OF GOVERNANCE 
Finding the balance between independence and urgency 

 

 

 

Independence through the Independence through the Independence through the Independence through the governance governance governance governance prismprismprismprism    

To better understand audit independence, it is useful to consider it in the context of governance. Governance 

requires three types of roles to be effective: 

 Accountability to stakeholders for organizational oversight. This role is played by the governing body 

and is dependent on transparency, integrity, and leadership. 

 Actions undertaken to achieve goals effectively, efficiently, ethically, and sustainably. This role is 

delegated by the governing body to management, together with the necessary resources, and includes actions 

taken to manage risk. Specialist roles for managing aspects of risk may be established. 

 Objective assurance and advice on all matters. This role is largely filled by an internal audit function 

independent from the responsibilities and decisions of management. Often described as the “eyes and ears” 

of the governing body, internal audit enables the governing body to exercise oversight and ensure adequate 

and effective governance and risk management. Other closely related functions, such as oversight, 

evaluations, investigations, inspections, and remediation, are sometimes created. External audit provides 

further assurance on the accuracy of financial reporting. 

ObjectivityObjectivityObjectivityObjectivity    

The success of internal audit is driven by both its independence and objectivity. Its objectivity is founded to a large 

degree on its independence from management through virtue of being accountable to the governing body, either directly 

or via an audit committee. Its mandate should allow it unfettered access to the people, data, and resources needed to 

complete its work unimpeded. Objectivity is a function of: 

 Organizational independence of the internal audit activity.  

 Adherence to professional standards. 

 The application of disciplined and systematic procedures. 

 An unyielding commitment to a code of ethics. 

 Possession of a specific set of competencies.  

Through rigorous investigation and insightful communication, internal audit is able to promote continuous change and 

improvement. This is greatly enhanced by familiarity with the organization, knowledge of the industry in which the 

organization operates, and a clear understanding of the organization’s goals and strategies, all of which add further to 

internal audit’s credibility.     
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UNDERSTANDING ADVISORY SERVICES 
Consulting a well-established practice 

 

 

 

IIIInsights, advice enhance internal audit’s valuensights, advice enhance internal audit’s valuensights, advice enhance internal audit’s valuensights, advice enhance internal audit’s value    

COVID-19 has put pressure on independence as internal auditors strive to offer the most assistance to management 

as possible. It should be remembered that advisory services form part of the definition of internal auditing and the value 

it can bring to an organization’s success. Internal audit’s unique position and expertise make it ideally placed to provide 

insightful advice to foster continuous improvement. Internal audit should always be responsive to circumstances and 

be flexible in order to provide maximum benefit. Offering advice, even developing solutions, does not amount to taking 

management decisions and ownership of risk.  

In a crisis situation, the CAE should anticipate where senior management and the governing body would gain most 

from advisory services. Through such activity internal auditors will be able to help the organization learn valuable 

lessons for the future. In other words, they should continue to think and act like auditors, even when undertaking 

advisory tasks. 

For example, auditors can help senior management develop appropriate mitigation strategies to ensure business 

objectives will continue to be met. They can identify and prioritize emerging risks related to the pandemic that 

threaten the organization’s top strategies. Key risks to be assessed during this pandemic period include impact to 

revenues, employee health and safety, supply chain, and cybersecurity. Updating the risk assessment is particularly 

useful as this process can highlight the impact of similar risks if the pandemic dissipates before a second wave 

returns in the next months. 

At the same time, taking on advisory roles should not jeopardize routine assurance work. Internal audit must continue 

to follow a risk-based approach to its audit planning and implementation. As the risk landscape changes so too will the 

plan need to change but the approach does not. Ensuring relevance requires alignment with organizational needs and 

priorities and depends on continuous stakeholder engagement, including close liaison with external auditors. 
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GOING BEYOND ASSURANCE, ADVICE 
Stepping out of the comfort zone 

 

 

 

Pandemic thrusts internal audit into unfamiliar rolesPandemic thrusts internal audit into unfamiliar rolesPandemic thrusts internal audit into unfamiliar rolesPandemic thrusts internal audit into unfamiliar roles    

While advisory services are clearly within any modern internal audit function’s scope of work, the pandemic has 

pressed some practitioners into roles beyond that comfortable purview. 

Some internal audit functions have stepped into new roles as their risk and control knowledge allow them to be very 

impactful, even if their independence may be a future concern. For example, because of their risk and control 

knowledge, some internal auditors have moved temporarily into first- and second-line roles. Some internal audit 

departments are analyzing the processes that are most affected by COVID-19 and identifying the necessary changes 

in the key controls to minimize the risk to financial reporting, transaction processing, technology operations, and, last 

but not least, compliance. 

A recent survey by The IIA’s Audit Executive Center (AEC1) confirms adjustments to audit plan as well as the expanding 

role of internal audit due to COVID-19. Nearly 40% of survey respondents added new engagements because of COVID-

19, and a similar percentage redirected staff to do non-audit work.  

 

                                                           
1. The IIA’s Audit Executive Center (AEC) is the essential resource to empower CAEs to be more successful. The Center’s suite of 

information, products, and services enables CAEs to respond to the unique challenges and emerging risks of the profession. For more 

information on the Center, visit www.theiia.org/AEC.  

56%

48%

39%

38%

15%

13%

Discontinued or reduced scope for some audit engagements

Cancelled some audit engagements

Added some new audit engagements

Redirected audit staff to do non-audit work

Increased scope for some audit engagements

None of the above

Exhibit 1: Internal Audit Adjusting Audit Plan Due to COVID-19

Note: Q2: How has your audit plan changed as a result of COVID-19? Choose all that apply. Survey responses collected April 9-13, 

2020, from CAEs and directors in North America associated with The IIA. n = 397. Source: Audit Executive Center Knowledge Brief: 

COVID-19 Impact on Internal Audit: Survey, Exhibit 12 pg. 11 (The Institute of Internal Auditors, April 2020). 
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ReasonableReasonableReasonableReasonable    safeguardssafeguardssafeguardssafeguards    

Independence is not directly valuable for its own sake but as a means to securing objectivity, authority, and 

credibility. It is always important to apply appropriate safeguards when independence is under threat through close 

association and involvement. Auditors can maintain their independence by remaining accountable to the governing 

body and refraining from assuming managerial responsibilities. In all such cases, the CAE should ensure the governing 

body is fully informed of any additional tasks they are taking on in response to management requests. If these measures 

are insufficient to reduce the threat to independence to an acceptable level, then the CAE should recommend use of a 

qualified third party to provide assurance over the activity in question. 

Accordingly, CAEs should feel confident to engage with the pressing needs of management as long as reasonable 

safeguards are taken. Senior management and governing bodies should be encouraged to utilize internal audit services 

this way. Internal audit is essential for organizational success, now more than ever.  

Is there a necessary trade-off for internal auditors between being independent and being valuable, especially in time of 

crisis? The answer is an emphatic no. With the right mindset, safeguards, and oversight by the board or audit 

committee, internal audit is positioned to provide its unique value of well-informed, independent, and objective insight, 

assurance, and advice.  
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