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Questions 



Viewing Slides 



Obtaining Your CPE Credit 

•  One hour of CPE credit 

•  Four attendance questions asked during webinar 

•  Logged in with correct contact information 

 



Agenda 

•  Introduction 

•  Differences between internal and external audit 

•  Evolution of internal audit 

•  Intersection and coordination of internal and external audit  



Ernest Anunciacion, MBA, CIA 

•  Senior product marketing manager 

•  Senior manager, risk consulting 

•  Manager, risk advisory and assurance 

•  Manager, internal audit 

•  Enterprise risk manager 

•  Senior auditor 

•  IT project manager 



Gregory Wilson, CPA 

•  Retired EY audit partner 

•  Former deputy director of PCAOB Inspections Division 

•  Led development of PCOAB inspection approach to ICFR 

•  Chair of inspection performance review committee 

•  Led Chicago office of PCAOB 

•  National office consultant 



Internal vs. External Audit 

•  Both seek to establish efficacy over an company’s internal controls 

•  Differences in objectives 



PCAOB Definition of Internal Audit 

Internal auditors are responsible for providing analyses, evaluations, 
assurances, recommendations, and other information to the entity's 
management and board of directors or to others with equivalent 
authority and responsibility. To fulfill this responsibility, internal auditors 
maintain objectivity with respect to the activity being audited. 



PCAOB Definition of External Audit 

One of the [external] auditor's responsibilities in an audit conducted in 
accordance with the standards of the PCAOB is to obtain sufficient 
appropriate evidential matter to provide a reasonable basis for the 
opinion on the entity's financial statements. In fulfilling this 
responsibility, the auditor maintains independence from the entity. 



Evolution of Internal Audit 

•  Early days 

•  Foreign Corrupt Practices Act of 1977 

•  Sarbanes-Oxley Act of 2002 

•  Today 



Intersection of External and Internal Audit 

•  Outsourcing internal audit to a third-party accounting firm 

•  Co-sourcing by drawing upon an external audit firm to provide 
additional expertise in specific areas 

•  Internal audit provides direct assistance to the external auditor 



Coordination of External and Internal Audit 

•  Center for Audit Quality (CAQ) and Institute of Internal Auditors (IIA) 
roundtable discussions 
 

The PCAOB has noted situations in which the external auditor has  
used the work of internal auditors when, in some cases, the inspectors 
believed that the external auditor did not have a sufficient basis for 
using that work. To address PCAOB concerns, the external auditor is 
requiring more detailed documentation from internal audit than they had 
in previous years. 



Coordination of External and Internal Audit 

•  Implication — internal auditor work must be more useable 
•  Capitalize on internal audit’s knowledge of the company 

 

•  Factors to consider 
•  Educational level and professional experience 
•  Professional certifications and continuing education 
•  Audit policies, programs, and procedures 
•  Practices regarding assignment of internal auditors 
•  Supervision and review of internal auditor’s activities 
•  Quality of work paper documentation reports and recommendations 
•  Evaluation of internal auditors’ performance 



Leveraging the PCAOB 

•  Learn from others’ mistakes by reading the inspection reports 

•  Use inspection findings as a discussion point for planning  
and coordination 

•  Review additional PCAOB publications 



Conclusion 
•  Understand what internal audit work external audit can use 

•  Modify programs, policies, and procedures to make internal audit work 
more usable to external audit 

•  Proactively plan and coordinate the activities of internal and external 
audit throughout the year—not just once annually 

•  Create a dashboard of internal audit activities to share with 
management, the audit committee, and external audit  

•  Collaborate on the risk assessment to ensure that both internal and 
external audit are focused on the right things 
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Email your questions about today’s 
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