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The internal
audit landscape
continues to

progress —
offering internal
audit a more
strategic role in
the organization
by focusing its

efforts on business
and process
improvement.

Risk and growth
remain a priority
for executives and
audit committees
in today's unstable
business climate.

From compliance to
business improvement -
the transformation of
internal audit

Risk is an important

aspect of any business
operation. Without taking
business risks, growth and
profit would be almost
impossible. It permeates all
of the fundamental business
challenges companies face,
from recruiting the best
people to managing the
business’ finance. However,
the best companies are not
those that avoid risk, but
rather those that understand
and control the risks they are
taking. Audit committee's
and executive management'’s
expectations around risk
management are changing
as they continue to confront
the growing uncertainty of
today's turbulent markets.
As aresult, internal audit
functions are being asked

to raise their game and
deliver increased value to the
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organization by covering the
risks that matter. This means
covering not only compliance
and financial risks, but
expanding focus to include
strategic and operational risk
areas.

Ernst & Young's 2008
Global Internal Audit Survey
examines the evolving role
of today'’s internal audit
function and how chief audit
executives are meeting the
heightened expectations of
stakeholders. The results

of this survey highlight the
progress being made as
companies transform their
internal audit functions to
become more strategically
relevant, with specific

focus on three cateqgories:
governance, people,

and infrastructure and
operations.



Key findings:

» The audit committee and executive management continue to
look to internal audit for balanced focus between compliance
and business improvement. However, business improvement
has taken on more prominence over the last two years and this
trend will continue given the challenging market conditions.

» Concentration on internal controls over financial reporting has
resulted in competencies within internal audit that do not fully
meet the needs of the organization. This is now impacting the
effectiveness of the risk assessment process, internal audit plan
development and quality and coverage of internal audits.

» Risk assessment is considered a necessary competency of
internal audit and is becoming more focused on the relevance
to the organization, with increased coverage of strategic and
operational risks. Additionally, internal audit is expanding the
risk assessment process to cover broader industry risks and
obtaining input from company risk management functions and
external sources.

» Internal audit functions are retooling the competency of
their staff as the focus shifts from compliance to business
improvement. Retention and competency development of top-
performing internal audit talent continue to be key issues to
both internal audit and the organization.

»  With the audit committee's and management’s increasing
demands from internal audit, quality continues to grow in
importance. As a result, embedding and measuring quality in all
aspects of internal audit — governance, people, infrastructure
and operations — are also increasing in importance.

» Investments in, and use of, technology and knowledge are
continuing indicators of highly effective internal audit functions.

Escalating the role of internal audit



About the survey

and its organization

This report highlights the main
findings from our 2008 survey of
internal audit executives representing
348 companies. The majority of the
participants’ companies were large
multinational operations with revenues
over USS5 billion. Twenty-five percent
of the respondents are members of
the Fortune Global 500 and 49% are
members of the Forbes Global 2000.
The survey had broad geographic
coverage, with executives from 35

countries and 23 industries taking part.
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Internal audit
framework

To help structure the survey results,

we used Ernst & Young's internal audit
framework, which has been used by
approximately 200 leading companies
to analyze their internal audit function.
The 2008 Global Internal Audit Survey
results are aligned with this framework,
providing focused insight related to
internal audit governance, people, and
infrastructure and operations:

» Governance — Focuses on the role
and mandate of the internal audit
function and its relationship with key
stakeholders.

» People — Focuses on the structure
and processes to recognize, hire,
retain and develop the competency of
the internal audit staff.

> Infrastructure and Operations —
Focuses on the methodologies,
technologies and quality programs
that support internal audit activities,
and facilitate the achievement
of internal audit objectives and
mandate, as well as the practices
used to execute internal audits and
provide service.



The decreased focus on compliance-related
processes provides an opportunity for internal
audit functions to increase their involvement
in enterprise risk management efforts for the
organization.
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Governance

The role of internal audit continues to evolve

Both audit committees and
management expect the internal

audit function to provide traditional
monitoring activity around key risks
and controls, assessment and reporting
of internal control deficiencies, and
monitoring the resolution of identified
deficiencies. However, the role of
internal audit is evolving beyond

its primary focus on compliance
activities to a more consultative role.
Increasingly, audit committees are
seeking internal audit's participation

in discussions regarding process
improvement recommendations,
emerging risks and trends and risks in
the business (including insights around
risk appetite and tolerance levels)
other than those already included in
the internal audit plan.
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Risk and control activities, now

more deeply embedded within the
operational and business units of the
company as a result of internal control
regulations [e.g., The Sarbanes-Oxley
Act of 2002 (SOX) and Japan's
Financial Instruments and Exchange
Law (J-SOX)], have allowed internal
audit to realign resources for a more
balanced focus on both compliance and
advisory. This, in turn, better positions
internal audit as a strategic player in
risk management and increases the
value delivered through the execution
of the internal audit plan.



Compliance and financial
reporting efforts
decrease

The assessment programs for internal
control over financial reporting
(ICOFR) is maturing for most
companies. As such, the role of internal
audit is transitioning to the monitoring
of high-risk and operational areas

to better support management and
business process owners. Only 12%

of respondents (compared with 36%
of respondents in our 2007 survey)
stated that internal audit will have

full ownership for ICOFR assessment
programs (e.g., SOX) going forward.

In the future, internal audit's role in
helping organizations comply with
ICOFR regulations is expected to
concentrate on reviewing process
documentation and control testing
completed by business process owners
and on the testing of high-risk controls
and processes. This expected change
in internal audit’s role provides the
opportunity to redirect resources to
areas that are strategic to the company
and less compliance related.
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Continued interest in
operational risks and
improvement

Given internal audit's changing role,
respondents indicated that, over the
next one to two years, more time and
resources will be allocated to cover the
company's key business risks. Fifty-four
percent of respondents indicated more
involvement in information technology
(T), 53% in major capital programs,
45% in business process improvement
and 44% in information security.

The challenge many companies face

is the ability to align coverage of the
company's key business risks with
existing internal audit competencies.
Many respondents indicated their
internal audit function had limited or no
current involvement in some of these
strateqgic and operational risk areas. To
increase effectiveness, internal audit
must retool existing resources and

add new resources/skills to provide
coverage of these high-risk areas.



Going forward, what role will internal audit play in
helping the organization comply with the internal
control reqgulations (including SOX)?

Percent of responses
Multiple responses allowed

0% 10% 20% 30% 40% 50%
1 1 1 1 ]

Review of process documentation and control
testing completed by business process owners

43%
Testing of high-risk controls only

Full responsibility for testing of controls

Internal control training for business process owners

Implementation of control self-assessment

Full ownership for the program

None

Not applicable
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Risk assessment is no longer just a leading practice

Risk assessment is considered to

be a critical competency of internal
audit and is becoming more focused
on relevance to the business with
coverage of high-risk areas across the
organization. Surprisingly, one-third

of respondents indicate that a risk
assessment is not being performed
organization-wide, even though

audit committees and management
see the importance of assessing key
organizational risks. In about half of the
companies surveyed, the internal audit
function does play a prominent or lead
role in the company’s enterprise-wide
risk assessment activities. Conversely,
roughly half of respondents indicate
that internal audit currently has limited
or no involvement.

The ability to provide enterprise-wide
risk coverage through effective risk
assessment processes is directly
affected by the level and experience
of resources used by the internal audit
function. The lack of resources with
relevant subject matter experience,
industry knowledge, leading business
practices and tools and technology all
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stand as major hurdles to conducting
an effective risk assessment. Only
17% of respondents rated their risk
assessment performance as “very
competent.” For internal audit to
effectively conduct an enterprise risk
assessment, the function will have

to develop or secure the necessary
competencies in its staff mix.
Investments in targeted skills will
provide the competencies necessary for
conducting effective risk assessments
and provide the level of risk coverage
desired by the audit committee and
management.

Nearly half of the companies

surveyed have formal enterprise risk
management functions and most have
multiple risk management functions in
addition to internal audit. The survey
results indicate little integration of

the risk assessment processes among
these functions, suggesting significant
opportunity for improved alignment.
Only 20% reported the risk assessment
activities conducted across the
organization are well aligned, with 19%
reporting no alignment at all.



Is an enterprise risk assessment performed across
the organization?

No, 32%

Yes, 68%

What is internal audit’s involvement in the enterprise
risk assessment activity?

40% 38%
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27%

20%

10% =

Percent of responses

0% —

Lead role Heavy Limited No
involvement involvement  involvement
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The “war for talent” continues to be a top
issue facing today's internal audit functions.
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People

Challenges in retaining the best talent

Many organizations struggle to

retain high-performing talent.

When asked to estimate the annual
personnel turnover within the internal
audit function, almost one in five
respondents indicated a turnover rate
in excess of 20%. Thirty-four percent
of respondents reported an estimated
annual staff turnover rate of more
than 15%.

While there are many factors that
contribute to the successful retention
of high-performing talent, competitive
compensation was considered to be
the most important factor. This was
followed closely by an opportunity for
challenging and diverse assignments,
and recognizing and rewarding
performance.
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Other factors noted in the survey
include: maintaining work-life balance,
providing continuing learning and
skills development and opportunities
to rotate into other positions

within the business. Additionally,

71% of respondents do not have a
formal program to rotate business
professionals through internal audit.
Of the 29% that do, the length of time
spent in the internal audit rotation
program is typically between two and
three years.
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Trends in personnel movement — specialty skills are

in high demand

In continuing to adapt internal audit to
remain relevant to the organization,
there is an ever-increasing demand for
specialty skills to meet the changing
risk profile. To address this gap, leading
organizations are transforming their
internal audit function in a variety of
ways: retooling existing resources,
rotating personnel from within the
business and leveraging third-party
relationships. The needs within
internal audit are acute enough, but
further pressure is placed on those
organizations that look to internal
audit as a conduit for leadership talent.

Escalating the role of internal audit

The survey found that only 69% of the
respondents are at 90% or more of
their budgeted headcount. While some
of this resource shortfall is being driven
by an increase in staff size over the
past 12 months, the “war for talent”
continues to be a top issue facing
many internal audit departments,

with specialty skills such as IT, capital
program, risk assessment, mergers
and acquisitions and fraud being the
most difficult to recruit. Eighty-three
percent of respondents are using
third-party providers to help fill these
specialized skill gaps, as well as to
provide coverage for staff shortages
and international locations.



In today’'s market, what skill sets to you find most
difficult to recruit?

Percent of responses

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
| 1 1 1 1 1 1 1 1 1 |

IT auditing

Major program auditing
Enterprise risk assessment
Merger and acquisition auditing
Tax auditing

Fraud prevention/detection
Operational auditing

Process improvement

Financial auditing 46%

Compliance auditing 39%

Contract auditing 28%

[ Very difficult [] Somewnhat difficult [l Not difficult
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International coverage remains a challenge

As companies continue to expand
beyond their local borders, they require
more advanced governance and control
processes to deal with the complexities
of operating in the global marketplace.
But, despite the higher risk involved in
international operations, particularly

in emerging markets, internal audit
functions are struggling to provide
sufficient resources and effective
coverage of these operations. The
survey identified that the majority of
respondents continue to be less than
“highly satisfied” with risk coverage by
internal audit in international locations.
The challenges to the provision of
effective coverage are both cultural
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and technical. They include differences
in language and culture, knowledge of
local laws, regulations, knowledge of
emerging risk issues, a reluctance of
internal audit staff to travel and overall
travel costs.

The percentage of internal audit
functions providing international
coverage from a central location,
with limited competencies to address
these challenges, continues to be
higher than otherwise expected.
Thirty-eight percent of respondents
provide coverage of international
operations from a central location, 21%
through local teams and 19% with the
assistance of third-party providers.



Percent of responses

What are the major challenges in conducting audits
for international operations?

Multiple responses allowed

0% 66% g

60%
50%
40%
30%
20%
10% -
0% =
Language Knowledge Knowledge  Travel Use of
and of local of emerging time standardized
culture laws/ risk issues and methodology
requlations cost (quality
challenges)
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Increased focus on people development

With the increasing expectations of the
audit committee and management,
investing in relevant skills development
becomes a prerequisite for meeting
growing stakeholder needs. Not

only is specialty skills development
important, but so are the core skills
around conducting risk assessments,
performing internal audits, evaluating
processes and identifying business
improvement opportunities. The survey
results indicate that competency
development needs greater focus.
According to the survey, 55% of
respondents view lack of time as the
key impediment to training efforts. The
majority of respondents require less
than 40 hours of training annually and
43% report that less than 90% of staff
met their training requirements during
the last year.

Escalating the role of internal audit

The survey also noted the following:

» The technical skills that have the
highest improvement opportunity
include enterprise risk assessment,
fraud prevention/detection and the
use of technology and analytics.

» Soft skills gaps are largest for
competencies related to project
management, presentations,
facilitation and written
communication proficiency.

» Thirty-three percent of all
respondents do not have formal
competency models while only 45%
of the respondents have learning
maps by individual.



As companies rebalance their efforts between financial
compliance and business and operational risk, internal

audit functions

of the specialized skills necessary to meet the expanding

are being challenged with development

expectations of stakeholders.

How would you rate your current team's competency
in the following technical and soft skills?

Technical skills

Enterprise risk assessment

Fraud prevention/detection

Use of technology and analytics

Business control and process improvement
Compliance/requlatory

Accounting and related financial reporting matters
Operational auditing

Internal audit standards

Soft skills

Project management
Written communication
Presentation/facilitation
Industry expertise
Leadership and teamwork
Relationship management

Verbal communication

Percent of responses

0% 19% 29% 39% 4(|)% 59% 6(|)% 79% 8(|)% 9(|)% 10|0%
30% | 53%
26% | 55%
26% | 52%

Percent of responses

0% 1?% 2?% 3?% 4?% 5?% 6?% 7(I)% 8?% 9?% 10|0%
18% | 54%
1 Improvement opportunity [] Somewhat competent |l Very competent
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Leading companies periodically refresh their
risk assessments and update the internal
audit plan throughout the year to address
the impact an ever-changing business
environment has on the risk profile of the
organization.

- scalating the role of internal audit

A



Infrastructure and Operations

Developing and completing a risk-based internal

audit plan

Today's dynamic business environment
creates the potential for new risks or
increased exposure from existing risks
to arise throughout the year. As a
result, leading internal audit functions
are refreshing the risk assessment and
internal audit plan semi-annually, or
more often.

In order to recognize and adapt

to critical changes in the business
environment, some internal audit
functions are shortening their planning
horizons (e.q., quarterly) to reduce

the need for excessive internal audit
plan changes early in the plan year.
The remainder of the year is treated
as a projected outlook that can be
adapted to incorporate changes during
development of the next quarterly
segment:

Ernst & Young's 2008 Global Internal Audit Survey

» Only 30% of respondents fully
completed their internal audit
plan last year. In addition, 19%
indicated that their current budget
and headcount are insufficient to
meet the expectations of the audit
committee and management.

» When asked to identify the main
challenges in completing the
internal audit plan, 84% indicated
the assignment of resources to
unplanned projects, 70% identified
time and project management, 66%
specified headcount not being at
budgeted levels and 53% reported a
lack of specialty skills.

» Forty-eight percent of respondents
update the internal audit plan
annually, while 19% update their plan
semi-annually, 20% quarterly, and
13% more frequently than quarterly.

» 2 out of 10 companies that update
their risk assessment annually do not
update their internal audit plan.

19



Increasing focus on specialty risk areas

Coverage of specialty risk areas is a
growing trend that is largely being
driven by expanding audit committee
and management expectations.
Internal audit has an opportunity

to provide additional value to the
organization by increasing coverage
of specialty risks that help improve
the business overall. In addition to
internal audit, companies use multiple
risk management functions to help
manage the complex risks they face in
their unique business environments.
Though many of these may fall outside
the competency of the internal audit
function, internal audit can play a

role by evaluating and monitoring

the effectiveness of the various risk
functions in managing and providing
timely reporting of these risks to the
audit committee and management.

When asked to what extent specialty
risk areas are included in the internal
audit plan:

» Fifty-two percent of respondents
proactively include IT system
implementation reviews in the

Escalating the role of internal audit

internal audit plan, while 22%
conduct limited reviews or have
no involvement in IT system
implementations.

Thirty-eight percent of respondents
proactively include major capital
program reviews in the internal audit
plan. However, 34% conduct limited
reviews or have no involvement at all.

Only 16% of respondents include
merger and acquisition transaction
reviews as part of the internal
audit plan. Fifty-two percent
conduct limited reviews or have

no involvement in mergers and
acquisitions.

Thirty-seven percent of respondents
include contract risk in the internal
audit plan with 40% providing limited
or no monitoring reviews.

When asked why there was limited
review or no involvement by internal
audit in each of these specialty risk
areas, respondents consistently
indicated their reliance on other risk
management functions to provide
coverage.



esponses

_

Percent of

60%
50%
40%
30%
20%
10%

0%

What is internal audit’s role in the following specialty
risk areas?

52% 52%

IT systems Major Contract risk Merger and

implementations construction and acquisition
other large transaction risk

capital programs

[ Proactive involvement — projects are allocated in the audit plan
[ Involvement when requested by management or audit committee
Il Limited or no involvement
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Continuous auditing
gaining momentum

Investments in technology and the skill
sets to perform continuous auditing
should allow many internal audit
functions to reap additional benefits to
address both the breadth and depth of
risks throughout the organization. Our
survey shows that 42% of respondents
have already implemented a continuous
auditing program. Most have done so
to identify control deficiencies, monitor
risks and identify potential fraud
activities. Of the 58% of respondents
that have not yet implemented a
continuous auditing program, more
than half indicate there are plans for
implementation in the future. Reasons
for not having already implemented a
continuous auditing program include
the lack of skill sets within internal
audit, budget constraints and no
perceived value in the program.

Escalating the role of internal audit

Use of data analytics

While the vast majority of internal audit
functions have data analytics tools,
few have the skill sets and capabilities
to utilize them in a way that improves
their business and addresses the
changing risk profile. Leading internal
audit functions use data analytics for
numerous activities, including risk
assessment, planning, execution and
reporting. In addition, data analytics
technigues, such as predictive
modeling, regression analysis and data
mining, have been successfully used
by internal audit functions for fraud
detection, testing of controls and root-
cause analyses:

» Eighty-three percent of respondents
indicated that data analytics is used
by their internal audit function.
These respondents use data analytics
primarily in audit execution of
projects, fraud detection programs
and in planning individual audit
projects.

» A majority of the respondents
indicated that 40% or less of their
internal audit staff is proficient in the
use of data analytics.

» Only 8% of respondents indicated
data analytics are not leveraged on
all audits.

» Only 25% of respondents indicated
data analytics are leveraged on most
audits.



How is data analytics software used?

Percent of responses
Multiple responses allowed

0% 10%  20%  30%  40%  50% 60k  70%  80%

Execution of audit projects 78%
Fraud detection programs

Planning individual audit projects
Continuous auditing/ongoing monitoring
Audit planning process

Controls out of compliance

Risk assessment process

Audit reports

To what extent is data analytics applied during

internal audits?

Percent of responses
Multiple responses allowed

[ Allaudits
[ Most audits

= Some audits
I Minimal number of audits
I Not applied
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Leveraging technology

The significant increase in technology
usage suggests that internal audit
functions are realizing the cost benefit
of tools that increase their efficiency
and effectiveness. The growing role

of technology has become a key
identifier of highly effective internal
audit functions. The survey found that
most respondents use technology

to document and maintain internal
audit workpapers. Nearly half of all
respondents use either AutoAudit

for Windows® or TeamMate® as

their internal audit and workpaper
documentation tool. The efficiencies
gained from using automated workflow
tools allow internal audit functions

to focus more time on the risks that
matter and to continually develop the
audit plan to meet their changing and
expanding risk profiles.

As internal audit’s focus on risk
continues to evolve, so does the need
for effective and intuitive technologies
to support these efforts. Respondents
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believe current technology falls short
in providing the necessary intuitive
functionality needed to enable risk
assessments, risk prioritization and
risk-based internal audit planning. At
the same time, adequate training and
practical, focused applications of data
analytics technigues have come up
short:

» Internal audit technology is used
by 82% of the respondents for
workpaper documentation, 59%
for tracking findings, 55% for audit
planning and by 50% for report
writing.

» Forty-one percent of respondents
who have not yet implemented a
comprehensive internal audit tool
planto do sointhe next 12 — 24
months.

» The top three areas where
technology was rated as very
effective in driving efficiencies are
workpaper documentation, tracking
findings and reporting.



How is internal audit technology used?

Percent of responses
Multiple responses allowed

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
| 1 1 1 1 1 1 1 1 J

Workpaper documentation 82%
Track findings through remediation
Audit planning

Report writing

Knowledge sharing

Resource planning

Maintain risk data

Reporting

Risk assessment

Risk prioritization
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Knowledge management

Knowledge of specific industries,
leading business practices and
benchmark information is a key
component of an effective internal
audit function that should be used

in supporting development of the
internal audit plan, conducting risk
assessments and preparing and
conducting internal audits. Forty-four
percent of respondents maintain a
library of leading business practices,
83% of which maintain the information
in a central database for common
access across the function. But the
survey identified that only 25% of
organizations maintain a library of
industry-standard business models.

Escalating the role of internal audit

Ideally, knowledge databases
supporting the internal audit function
include leading practices from within
the company and are accessible by
the entire internal audit function.
Eighty percent of respondents in the
survey indicated that leading practice
knowledge is used to support their
audit planning process. Approximately
7 out of 10 use leading practice
knowledge to support their internal
audit reports and execution of internal
audit projects.

The use of both internal and external
leading practice knowledge is a major
contributor to internal audit’s ability
to be seen as a process improvement
catalyst in the organization. The
survey shows that approximately
25% of respondents have access to
knowledge programs for internal
control monitoring, IT risk, control and
process improvement, enterprise risk
assessment and fraud prevention.



For which of the following activities is leading
practice knowledge available and used to support?

Percent of responses
Multiple responses allowed

OI% ltl)% Z(IJ% 3(|)% 4(|)% 5(|)% 6(|)% 7(|)% 8(IJ% 9(|)%

Audit planning process 80%
Audit reports

Execution of audit projects

Planning individual audit projects

Risk assessment process

Information technology applications and infrastructure
Fraud detection programs

Systems implementations

Controls out of compliance

Management requests
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Measuring internal audit effectiveness

Aligning internal audit plans and
performance metrics to include
measurements based on supporting
key business initiatives is one way
noted to reinforce internal audit’s
relevance to key stakeholders. Value
tracking is another mechanism being
used to reinforce the relevance of
the investment in internal audit, and
includes cost savings and revenue
enhancements, and the ability to
promote well-qualified, knowledgeable
and capable people into the business.

In measuring the effectiveness

of internal audit, the top three
metrics used by respondents are

the completion of internal audits in
comparison with the internal audit
plan, the length of time taken to issue
internal audit reports and results from
stakeholder surveys. The survey found
that only 34% of respondents use
length of time to resolve internal audit
findings and only 22% use support of

key business initiatives as a key metric.

When asked how the value internal

Escalating the role of internal audit

audit provides to the organization is
tracked, 46% of respondents reported
the use of auditee satisfaction surveys.
Surprisingly, the survey also revealed
that 19% of respondents do not
formally track the value provided by
internal audit.

This suggests a tremendous
opportunity to refocus the leading
indicators of internal audit success and
value add in alignment with the latest
trends in stakeholder expectations,
e.g., business and operational
improvement. That is, there must

be an elevation of metrics such as

the adoption of recommendations to
management, the identification of
issues relative to strategic initiatives
(e.g., major capital programs),

and a quantification of findings

and recoveries from advanced data
analytics technigues. In summary,
raising the bar on value provided by
internal audit must have a reciprocal
set of measures and targets to capture
that value.



What metrics are used to measure internal audit
effectiveness?

Percent of responses
Multiple responses allowed

0% l(l)% Z(IJ% 3(|)% 4(IJ% 5(|)% 6(|)% 7(|)% 8(|)% 9(|)% 10|0%

Completed audits in comparison to the audit plan 90%

Length of time for issuing audit reports

Results from auditee surveys

Budget in comparison to actual hours per audit
Significance of audit findings and recommendations
Length of time to resolve audit findings

Percentage of recommendations implemented
Results from other stakeholder surveys

Process improvement recommendations

Support of key business initiatives

Revenue enhancement, savings or cost reductions identified
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Demonstrating quality performance

Successful and consistent internal
audit execution is dependent upon
implementing processes that support
quality work in all aspects of the
internal audit function — governance,
people, infrastructure and operations.
Quality needs to be embedded and
measured throughout the entire
internal audit function to support

the interdependence of the various
elements and to meet the audit
committee’s and management’s
demands for a high-quality function.
Half of the respondents perform an
external quality review, with 68% of
these reviews occurring within the last
two years.

Escalating the role of internal audit

Our research shows that the primary
challenge in the area of internal audit
quality is difficulty delivering the audit
in a timely and cost-effective manner.
Fifty-seven percent indicate that the
other top factor impacting quality is the
ability to find and retain knowledgeable
and experienced staff. In addition,

the focus on compliance with the
Institute of Internal Auditors’ (I1IA)
standards continues to increase in
importance. The survey shows that the
percentage of respondents reporting
at least moderate compliance with the
standards has increased from 52% in
our 2007 survey to 56% in this 2008
survey. In addition, 89% of this year's
respondents use the IIA standards to
some degree for guidance.



Percent of responses

60% —

50% —

40% —

30% =

20% =

10%

0%

What are your biggest challenges in the area of
quality of audit work performed?

Multiple responses allowed

58% 57%

Performing Finding and Consistent Gaining Coverage of
the audit retaining execution management international
more the right of audit concurrence locations
timely and staff methodology on findings
cost on a timely
efficiently basis
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What lies ahead for internal audit?

In today's turbulent economy, it is clear that internal
audit’s relevance in the organization is increasing.
The results of our 2008 Global Internal Audit Survey
confirm that the ability to identify and manage risk

is viewed as a key element of success in today's
business world. Efforts over the last several years to
embed risk and control activities within the business
now provide internal audit with an opportunity to
transform its role in risk management, becoming
more strategic to the company. While this change

has already begun at numerous companies, the
survey reveals that many companies still have several
opportunities to improve in key areas. The leading
internal audit functions recognize this need for
change and are realigning their resources to

maintain a competitive edge in today's challenging
and rapidly changing economic landscape. As a
result, they will be best positioned not only to help
keep their companies “out of trouble,” but to

help “make the business better.”

Escalating the role of internal audit
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services. Worldwide, our 135,000 people alrﬁ'united by our shared values
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About Ernst & Young's Advisory-'Services

The relationship between risk and performance improvement is an
increasingly complex and central business challenge, with business
performance directly connected to the recognition and effective
management of risk. Whether'your focus is on business transformation

or sustaining achievement, ' ving the right advisors on your side can

make all the difference. Our 18,000 advisory professionals form one of

the broadest global advisory networks of any professional organization,
delivering seasoned multi=disciplinary teams that work with our clients to
deliver a powerful and superior client experience. We use proven, integrated
methodologies to help you achieve your strategic priorities and make
improvements that are sustainable for the longer term. We understand

that to achieve your poténtial as an organization you require services that
respond to your specifi€ issues, so we bring our broad sector experience and
deep subject matter knowledge to bear in a proactive and objective way.
Above all, we are committed to measuring the gains and identifying where
the strategy is deliveri g the value your business needs. It's how

Ernst & Young makes a-difference.
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