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1. Executive Summary 
 
Nature of this Guidance: This do
provides practical guidance to inte
auditors who wish to for

cu
rn

m and expre

 

p
iderations that may be ne

Some of the related International St
fessional Practice of Inter

guid
 a

ment 
al 
ss an 

opinion on some or all of an organiz
governance, risk management, and
control systems. 
 
This guidance is not intended to re
of the cons

ation’s 
internal 

resent all 
cessary. 

andards 
nal 
ance 

for the Pro
Auditing (Standards) and other 
documents related to this topic re provided 
in Appendix D. 
 
Applicability 
 
This guidance may be applicable to 
useful for: 

audit executives (CAEs). 
•

ement. 
Ps). 

y the 
ent, and other stakeholders

ndividua
report as well as on the overall 

adequacy of governance, risk management, 
and control within the organization. These 
requests may be for an assurance or opinion 
at a broad level for the organization as a 
whole (macro-level opinion) or on individual 
components of the organization’s operations 
(micro-level opinion).   
 
Examples of macro- and micro-level opinions 
include: 

anization’s overall 
trol over financial 

ization’s controls 
r compliance with 

ulations, such as 
 when those controls and 
formed in multiple 

ries (macro). 
iveness of controls 

such as budgeting and performance 
n such controls are 
ple subsidiaries and 
s the majority of the 

sources, revenues, 

ual business 
 a single 

nt, or location 

nion on the system of internal control 
at a subsidiary or reporting unit, when all 
work is performed in a single audit (micro). 

• An opinion on the organization’s compliance 
with policies, laws, and regulations 
regarding data privacy, when the scope of 
work is performed in a single or just a few 
business units (micro). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

and 

process or activity within
organization, departme
(micro). 

• An opi
• Chief 
 Boards.  
• Executive and operating manag
• Other assurance providers (OA
• Other professional and regulatory bodies. 

 
Background 
 
Internal auditors are being asked b
board, managem  
to provide opinions as part of each i
audit 

l 

• An opinion on the org
system of internal con
reporting (macro). 

• An opinion on the organ
and procedures fo
applicable laws and reg
health and safety,
procedures are per
countries or subsidia

• An opinion on the effect

management, whe
performed in multi
coverage comprise
organization’s assets, re
etc. (macro). 

• An opinion on an individ
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2. Introduction 
 
The need for audit opinions and 
internal auditing to express them d
several circumstances, including 
understanding the needs of stakeho
determin

the ability of 
epends on 

lders; 
ing the scope, nature, timing, and 

te the work; 
rk 

 
nal audit 

l of assurance 
e CAE with 
d.   

 include: 
 

e 
ropriate) why it is being requested. 

ype of the 

ided (e.g., 

ovided. 
 the opinion 

ion sought (e.g., 
ancial 
r 

regulations). 
ing opinions. 

 in 
s. 

• Potential users of the assurance beyond 
management and the board. 
 

When issuing internal audit opinions, the CAE 
considers the potential impact to the 
organization if the report is likely to be 
distributed to outside users. In such 
circumstances it would be appropriate to 
consult legal counsel, particularly if “privileged 
information” is an important factor. 

 

extent of audit work required; ensuring there 
are sufficient resources to comple
and assessing the results of the wo
performed.   

Stakeholder requirements for inter
opinions, including the leve
required, should be clarified by th
senior management and the boar
 
Discussions with stakeholders may
• The value of the opinion to the

stakeholders, including (wher
app

• The timing for issuance and t
opinion(s). 

• The form of opinion to be prov
written or verbal). 

e pr• The level of assurance to b
• The period or point in time

covers. 
• The scope of the opin

whether it should be limited to fin
reporting, operational controls, o
compliance with specified 

• The criteria used in express
• The rating process to be applied

relation to individual audit finding
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3. Planning the Expression of an 
Opinion 

 
In developing audit plans to support 
expression of an opinion, there are 
of factors that the internal audit
to consider. These include: 
• The unique characteristics of m

versus micro-level opinions. Mac
opinions generally are based on the 

the 
 number 
ity needs 

cro-level 
ro 

 whereas 

the opinion, these pro
identified and included
plan.  

• The consideration of al
projects (including relian
others or self-assessmen
time for the final assessm

a
 activ

a

,

 to be p
cally, whether positive or negative 

o
rance

e

f audit eviden  
ion to be 

uired to 
specially 
ns, where the 

projects to be 

ith 

the 
inin the 

• The need for careful planning and 
development of an audit plan and 
approach that will provide the internal 
audit activity with sufficient, relevant 
evidence to support the opinion. This 
approach may include aggregating the 
results of previously completed audits to 
support the opinion, or identifying areas of 
significance and risk where audit evidence 
will need to be completed or obtained to 

 of the planned 
n addition, where 

multiple projects will be required to provide 
jects should be 
 in the internal audit 

l related, planned 
ce on the work of 
ts), and allowing 
ent. For example, 

rendering an opinion on inventory controls 
(e.g., audits in 30 

tensive 
rage and the time to 
re an opinion can be 

 adequate resources and 
e work required to 
port for the opinion. If 
 made whether to 
 opinion, or to qualify 

g certain areas or 
risks from the scope of the opinion). 

• Discussions with management and 
communication of the internal audit plan, 
including the timing and scope of each 
project and the criteria that will be used in 
determining the opinion to be provided to 
management and, if appropriate, the board. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

results of multiple audit projects
micro opinions are typically bas
results of a single audit project o
projects performed over a limited

ed on the 
r a few 
 period of 

rovided; 

in a global organization 
international locations) will require ex
planning on scope cove
complete the work befo
rendered.   

• Whether there are

time. 
• The nature of the opinion

specifi
assurance will be issued. In ge
evidence and a broader scope 
required for a positive assu

• The purpose and use of any sp
requests where an opinion will be

neral, more 
f work are 
 opinion. 
cial 
 

skills to perform all th
provide sufficient sup
not, a determination is
decline to express the
the opinion (by excludin

rendered.  
• The nature and extent o

needed to support the opin
provided and the time period req

ce

perform the work. This is e
important for macro opinio
opinion may require multiple 
completed. 

• Discussion and agreement w
stakeholders (typically senior 
management and the board) on 
criteria that will be used in determ
opinion to be provided. 

support the expression
internal audit opinion. I

g 
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3.1 Expressing an Opinion 
 
It is not uncommon for the inte
activity to provide opinions at both
micro levels, including an opinion o
overall adequacy of the organization
policies, procedures, and proce
support governance, risk managem
internal controls. When rendered, su
opinions are generally in writing and
the highest value if they take th
“positi

rnal audit 
 macro
n the 

’s 
sses to 

ent, a
ch 
 will be of 

e form of 
ve assurance,” sometimes referred

vide m
 obtain a 

audit 

uranc
 the highest level of assurance a

one of the strongest types of audit opinions. 
auditor 
be binary 

tuation or at 
y 

e assura ce 
des, where 

trols or risk 
rading system. 

tem 
h as red-

ng scale 
(such as 1 to 4). When such scales are used, 
they should have an agreed-upon and 
commonly understood meaning within the 
organization. More guidance on the “Use of 
Grades” is provided in the Appendices.  

The expression of the opinion may also 
include information about the direction of the 
opinion since a previous audit. For example, 
the opinion may indicate that controls or risk 
management are satisfactory, but their 

diminished since the 

 requires the 
implies not only 

tigation processes are 
but also that sufficient 

 to be reasonably certain 
ontrary, if it exists, would 

uditor takes full 
ciency of the audit 

uld have been 
dent auditor.   

nions provide the reader 
nd comfort in the 
formation. As such, 
ften requested to 
nce opinions. 

 
An opinion can be qualified which may be 
useful in situations where there is an exception 
to the general opinion. For example, the opinion 
may indicate that controls were: “Satisfactory 
with the exception of accounts payable controls, 
which require significant improvement.” 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 and 

nd 

effectiveness may have 
prior audit period.  

 
A positive assurance opinion
highest level of evidence. It 
whether controls/risk mi
adequate and effective, 
evidence was gathered
that evidence to the c

 to 

acro 

have been identified. The a
responsibility for the suffi
procedures to find what sho
reasonably found by a pru
 

as “reasonable assurance” opinions. The 
CAE is in the best individual to pro
opinions given his or her position to
pervasive overview of micro-level 
results.   
 
Positive assurance (reasonable ass
provides

e) 
d 

Positive assurance opi
a high level of confidence a
reliability of the underlying in
internal audit activities are o
provide such positive assuran

In providing positive assurance, the 
takes a definite position, which may 
in nature; for example, that internal controls 
are or are not effective in the si
risks are or are not being effectivel
managed.   
 
Variations in expressing a positiv
opinion may include the use of gra
the effectiveness of internal con

th

n

management is rated using a g
Common examples of a grading sys
include the use of color coding (suc
yellow-green) or the use of a gradi
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3.2 Scope of Opinions 
 
CAEs may be requested to render opinio
an overall level (macro) or on an individu

ignment level (micro). The follow
distinctions between the two.  

ns at 
al 

audit ass
highlights 

ing 

 

Macro Level  
 
While macro-level opinions are issu
provided at a point in time (e.g., on a
basis), the supporting audit evide
generally built-up over a period of tim
based on the results of  several audit 

ed or 
n annual 

e is 
e and 

 
Expressing an opinion at
be a complex task. It may
methodologies and plan
• Aggregation and inte

from several audits, som
have been completed m
opinion date. In such c

nc

assignments, work performed by ot
p

ditional 
s/ex

inion, t

io

• A clear understanding of what the 
ll” 

and the 

ork and aud
evidence (including the work of others and 
informal evidence) to support the opinion 
requested. 

 
On occasion, internal auditing may not be 
able to obtain sufficient evidence (e.g., 
because of resource limitations) to support all 
the areas covered by a macro opinion. As a 
result, only a limited macro opinion may be 
possible; for example, an opinion on 

nmental regulations may 
assessment with 

 disposal. The 
potential for a limited opinion should be 

planning process, so 
nd the opinion will be 

 the macro level can 
 require establishing 

ning for: 
rpretation of findings 

e of which may 
onths before the 

ircumstances the 
ercise due care to 

ndards have been 
sess any findings and 
 addition, follow-up 

n and subsequent events 
ld be considered. 

orporating audit 
ough less formal 
 since macro 

ly pervasive in nature 
ter breadth of coverage. 

ther types of 
may be required. For 

t self-
e consideration of 

ence (i.e., evidence that is not 
specific to an audit engagement) from 
different sources might be utilized if the 
auditor believes them to be reliable. 
Informal evidence may include the 
subjective assessment of internal auditing 
(e.g., based on visits to locations and 
observations of operations), but reliance on 
such evidence may be disclosed when 
expressing the macro opinion. 

 
 
 
 
 

hers, and 
inion may 

ceptions) 

he CAE 

n will be 

ered 
ting 

CAE will have to ex
ensure consistent sta
used in all audits to as
to draw conclusions. In
on remedial actio
to the earlier audit shou

• Methodologies for inc
evidence developed thr
means. This may occur
opinions are general
and require a grea
As such, reliance on o
assurance processes 
example, the results of managemen
assessments and th
informal evid

informal evidence. A macro-level o
evolve or change as the individual 
assignments are completed and ad
audit evidence (including finding
is obtained. 
 
When expressing a macro op
considers several factors: 
• The purpose for which the opin

used. 
• Whether the opinion can be rend

based on the audit period and tes
timelines. 

organization considers “overa
satisfactory performance. 

• The organization’s risk appetite 
criteria for the opinion. 

• The sufficiency of audit w

compliance with enviro
be limited by excluding an 
regulations governing waste

it 

recognized as part of the 
that stakeholders understa
limited. 
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3.2 continued 
 

• Consideration of evidence that 
been obtained through reliance
work of others. This may includ
example, a review of the work o
quality assurance groups withi
organization or work complete
regulatory requirements, each 
may have been performed usi
or va

may have 
 on the
e, for 
f vario

n the 
d to me
of whic

ng diffe
rying assurance methodologies. 

such situations, it is imperative that th
 evaluates the risk associated wi

consid
 an 

 

us 

et 
h 
rent 
In 
e 
th 
er 

CAE
utilizing the work of others and 
explaining this when expressing
opinion. 
 

Micro Level 
 
Opinions at the micro level are generally 

nt. S
o contr

sine
ons 

it finding

mplex
 indicated
oughout 

s, us
ressi
 also

tions have not 
mework ag nst 

which to draw their conclusions. 
 
In some organizations, where the auditor 
provides macro opinions on risks and the 
organization as a whole, individual 
assignment-level (micro) opinions may not be 
as important to senior-level stakeholders or 
the board because they are mostly concerned 
with the overall macro opinion. In such 
instances, it is particularly important to 

ctations below this 
senior level since stakeholders responsible for 
the audited areas will typically expect a report 

on of the specific 
assignment. 

uitable Criteria for the 

the 
uch 
ls 

 

result of an individual audit assignme
an assignment may be in relation t
around a specific process, risk, or bu
unit. The formulation of such opini
requires consideration of the aud
and their respective ratings. 
 
Micro opinions are typically less co

o
ss 

s 

 than 
 

the 
ing a 
ng 

macro opinions. Recent surveys
that most audit organizations thr
world issue micro-level audit opinion
rating/grading system as part of exp
their overall opinion. However, it was
noted that many audit organiza
developed a formal criteria fra

manage stakeholder expe

 

ai

and an opinion on completi

3.3 Establishing S
Opinion 
 
Auditors should have a me
judging the results and imp
identified on an audi
through the developmen
framework. Suitable criter
relevant and appropriate to
characteristics of the audite
against which actual outcom
objectively assessed. They focus, wherever 
possible, on the results exp
achieved by systems of inte
ideally are established be

ans of measuring or 
act of matters 

t. This can be achieved 
t of a criteria 
ia are factors that are 

 the particular 
d organization and 
es can be 

ected to be 
rnal controls and 

fore the execution of 
the overall audit plan. These criteria should be 

 understandable, and 

dit team to form a 
ive or on a 

as a whole. The CAE 
ation framework for 

cess, the basis for 
d with various 

stakeholders using the criteria and evaluation 
framework. This includes discussing specific 
objectives with key process owners, senior 
executives, and other stakeholders, including 
the board, as appropriate. It is important that 
management within audited organizations 
understand and accept these criteria and how 
they could impact them and their responsibility 
in relation to maintaining a strong internal 
control environment. 
 
 
 

relevant, reliable, neutral,
complete. For example, the aggregate of the 
observations allows the au
conclusion against each audit object
process or function taken 
ensures there is an evalu
this process. 
 
As part of the planning pro
the opinion is discusse



 

 

Practice Guide 
Formulating and Expressing Internal Audit Opinions 

 

April 2009 

7 of 22 

Mar

In establishing suitable criteria, i
for the internal audit activity to det
whether the organization has est

t is important 
ermine 

ablished 
itutes 

anagement, 
clude: 

ar articulation of the definition of 
e 
 the 

 what 
y level of 
tory could 

r 
tage) of transactions 

conducted 
ed control 

rnatively, it could also 
ther 

 overall controls 

ent of its 
g 

materiality thresholds. 

e an 
ch 

 be reached and an opinion 
expressed in a manner that is mutually 
understood by management and the internal 
auditors.  

In the absence of such principles, it is 
recommended that internal auditing should 
not render an opinion, since there is no frame 
of reference to objectively support the internal 
auditor’s conclusion. 

basic principles as to what const
appropriate governance, risk m
and control practices. This would in
• A cle

control adopted or used by th
organization; for example, has
organization adopted the COSO or CoCo 
model? 

• Management’s understanding of
would constitute a satisfactor
control. For example, satisfac
mean that 90 percent (or anothe
acceptable percen
within one control objective are 
in accordance with establish
procedures; alte
mean that 85 percent (or ano
acceptable percentage) of
are working as intended. 

• A clear articulation by managem
risk tolerances or appetite, includin

Such key corporate principles provid
agreed-upon framework against whi
conclusions can
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4. Scope of Work 
 
The nature and form of the opinion
depends on the scope of work pe
audit evidence gathered.  A key step
developing the scope is to design an
plan that will result in sufficient, app
audit evidence that will allow the au
draw a conclusion on the results of a
performed. When discussing the pla
stakeholde

 expressed 
specifically stating that t
design processes, pe
documentation requirements, financial rformed nd 

 in 
 audit 

ropria
ditor t
udit 

n wit
rs, the CAE articulates precise

 work
 is 
keho

around ma

ess of a
and mac

opin
er a 

ce, risk 
ossible wil

d on the completeness of the audit 
ge of th
cro-leve

mplete as a
 need 
te the

that 
o-level 

 
Common elements included in defining the 
scope over which the opinion applies are: 
• Descriptions of the portions of the 

organization being covered, whether the 
scope is defined as the organization as a 
whole or just specific components of the 
organization, high level risks (e.g., 
competitor actions), or risk categories 
(e.g., credit risk). 

ered by the audit; 
cial, operational, or 

 being addressed (e.g., 
he opinion relates to 

rformance objectives, 

. 
•

ressed. 

sults 

 a

te 
o 
work 
h key 
ly 
 and 

 The point of time or the time period over 
which the opinion is exp

 

what is included within the scope of
type of opinion to be rendered. This
important to communicate to key sta
to avoid confusion, particularly 
level opinions.  
 
Consideration of the appropriaten
scope is required for both micro- 
level opinions. However, with macro 
this becomes more complex. Wheth
macro-level opinion on governan
management, and control  is p
depen

lders 
cro-

udit 
ro-

ions 

l 

e 
l 
 
to be 
 

universe and the auditor’s covera
universe. The expression of a ma
opinion may take longer to co
result of the extent of work that will
completed and the need to aggrega
results of several individual audits 
collectively will support the macr
opinion.  

• Control components cov
that is, the specific finan
compliance controls

results, etc.)

4.1 Evaluation of Re  

cess is the 
methodology that will be 

followed to evaluate the results of audit work 
ve assessing and 

heir 
ndividual project, 

The following elements should be considered: 

gnitude or significance of 
hat is fundamental to 

t. The internal auditor 
agnitude of the residual 

tive will not be 

f audit 
ed and fully 
 the opinion to be 

given (i.e., micro versus macro). An audit 
opinion may be given a different level of 
importance using the same rating criteria 
depending on the impact to the organization. 
For example, some issues may have a material 
impact on the achievement of goals or 
mitigation of risks at a micro level, but not at a 
macro level (e.g., the failure to manage 
potential duplicate payments may be material to 
a subsidiary but not to the organization as a 
whole). 
 

 
An important step in the planning pro
establishment of a 

completed. This may invol
rating individual audit findings and t
significance relative to the i
individual risks/risk categories, or the 
organization as a whole.   
 

 
Materiality – The ma
a key business objective t
the opinion is importan
should consider the m
risk that a business objec
achieved. 
 
Impact – The implication o
issues/findings are consider
understood in the context of
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Another factor to be considered
the adequacy of controls in a macro
rating the level of risks provide

 when rating 
 opinion is 

d by the 
controls in place so that management’s 
objectives will be achieved. (Examples of risk 
ratings are presented in Appendix A.)  
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5. Use of Grades in Expressing an 

Opinion 
   
It is common for internal audit acti
a grading system when issuing aud
 
When using a grading system to 
communicate a positive assurance o
care must be taken with wording, pa
around defining “waterlines” such a
adequate or inadequate. Wording
clear and appropriately defined for 
Using general terms such as satisfac
effective, or unsatisfactory may not s
define the meaning. The organizatio
to have a clear, common unde
these terms and wh

vities to
it repo

pinio
rticul

s 
 should

the re
tory
uffici
n needs 

rstanding of 
at constitutes an 

all of wh
. For example

ls be
ration. 

 both 

ved if th
as adopted a broadly 

ntrols, such
paring the 

echnic  
clearly 
 guid ine 

pendices ill 
 some of the subjectivity and help 

avoid confusion.   
 
Use of a grading scale generally requires a 
well-defined evaluation structure. For 
example, an opinion that merely states that 
internal controls meet minimum defined 
criteria would not require as much evidence 
as an opinion that stated how much better or 
worse internal controls are than a defined 
benchmark.   
 

e information provided 
lly increases the amount of 
support the opinion. 

 a positive 
vide useful 

t sufficient 
ded to support that finer level of 

g scale 
 is in relation to the 

 on the subject of the 
ent). 

er consistency and 
sustainability of the grading or rating system 

g or rating systems 
tly can be confusing to 

 reporting across the 

Limited) Assurance 

 use 
rts.   

Increased precision in th
in an opinion norma
evidence needed to 
Providing a grade as part of
assurance opinion may pro
information to the reader, bu
evidence is nee

n, 
arly 

 be 
ader. 

detail given in the opinion. The ratin
clarifies whether the opinion
organization as a whole or
audit (specific audit assignm
 
It is also important to consid

, 
ently across audit years. Gradin

that change too frequen

acceptable level of performance, 
require a frame of reference
term effective usually refers to contro
effective both in design and in ope
opinion needs to indicate whether
meanings are included.   
 
Clarity of communication is impro
organization h

ich 
, the 
ing 
The 

e 

 

the stakeholders and may impact the 
comparability and clarity of
organization. 
 

understood definition of internal co
as in the COSO model. In pre
report, the CAE ensures that any t
terms (e.g., material weakness) are 
defined for the reader. Developing a
such as those included in the Ap
eliminate

al

el
 w

5.1 Use of Negative (
Opinions and “Informal” Opinions 

ion is a statement 
 auditor’s attention 
ve, such as the 
 of internal control, 

adequacy of a risk management process, or on 
any other specific matter. The internal auditor 
takes no responsibility for the sufficiency of the 
audit scope and procedures to find all 
significant concerns or issues. Such an opinion 
is generally considered less valuable than 
positive assurance and therefore auditors   
consider their value before rendering them.  
 
 
 
 
 
 
 
 

 
A “negative assurance,” sometimes referred to 
as “limited assurance,” opin
that nothing came to the
about a particular objecti
effectiveness of a system
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Occasionally, internal auditing may b
for an “informal” or verbal opinion
adequacy of governance, risk man
or control policies and processes, e
macro or micro level. Where possibl
expression of such an opinion shou
subjective in nature, but shou
objective evidence (as discuss

e as
 on the 
ageme
ither at the 
e, the
ld not be 

ld be based
ed previou

uld acce
 that the 

arly 
ry. 

n, the
rs: 
includin

m
quested. 

ned. 

pinio

il

ite
ing

has and has not been obtained (e.g., 
n au

o
b idia

our opinion does not extend to it”).   
 
In essence the factors considered are the 
same as those that would be considered in 
expressing a written opinion.  
 
It will be important to recognize instances 
where the most appropriate response is an 
indication that further work would be needed 
to express an opinion on the area subject to 
discussion. 

ay be necessary for 
internal auditing to decline to issue a verbal 

ck of 
o support the 

ork of Others When 

ked 

nt, 

 
In some instances, it m

 
pinion, especially when there is a la

sufficient evidence or work t
opinion.    

 on 
sly). 
pt a 

 

However, where stakeholders wo
more subjective opinion, the fact
opinion is subjective should be cle
disclosed with any verbal commenta
 
When expressing an informal opinio  

g 
CAE considers a number of facto
• The sufficiency of audit work (

the work of others and infor al evidence) 
to support the opinion re

• Whether the opinion can be delayed until 

r 
zation 
ce. 

additional evidence is obtai
• The criteria for the opinion and a clea

understanding of what the organi
considers satisfactory performan

• The organization’s risk appetite. 
• The purpose for which the o

used. 
• Whether the informal opinion w

n will be 

l be 

d and put 
 evidence 

positive or negative in nature. 
• Whether the opinion will be lim

in the context of what support
“This 

dits 
t 
s , 

opinion is based on the seve
completed this year. We have n
completed audits of the XYZ su
and 

ry

o

5.2 Reliance on the W
Supporting an Opinion  

ny organizations, there are a range of 
functions or people who provide management 

ecific 
’s operations, 
her assurance 

).   

n this work for 
r her own opinion, 

 taken, including 
 independence, and 
 CAE: 

AP possesses the 
ther competencies 

 to be relied upon. 
ional relationships of 
at there are no 

event the OAP from 
 unbiased judgments 

the performance of their 
 
ormation regarding the 

the OAP’s work to 
confirm that they meet auditing’s specific 
requirements. A common best practice is to 
establish frequent communication meetings 
where the CAE has visibility of the planned 
activities, results of work, and OAP reports 
(or other similar communications). 

• Evaluate the risks of using the work of 
OAPs, particularly related to the level of 
assurance and confidence related to 
opinions. 

 

 
In ma

and the board with assurance on sp
aspects of the organization
commonly referred to as “ot
providers” (OAPs
 
If the CAE intends to rely o
purposes of expressing his o
appropriate steps should be
assessing the competency,
objectivity of the OAPs. The
• Determines that the O

knowledge, skills, and o
necessary for the work

• Assesses the organizat
the OAP to determine th
relationships that will pr
rendering impartial and
and opinions in 
assurance activities.

• Obtains sufficient inf
objectives and scope of 
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Once the CAE determines he or she
on the work of others, that fact sh
included in discussions with ke
and, if significant, the board. It is im
t at all parties understa

 will 
ould be

y stakehol
portan

nd how the work o
o audit 

the degree of confidence 

s and 

rely 
 
ders 
t 
 h f

OAPs may impact macro or micr
opinions, including 
to be placed in such opinions. 

 
5.3 Guidance From Regulator
Other Standard Setters 
 
To the extent practicable, this gu
to harmonize with other global regula
is not intended to conflict with known
and regulations from other regula
and standard setters. Internal audi
to overlook th

idance aims 
tors and 
 laws 

tory bodies 
tors are not 

eir responsibilities to comply 
s. However, 

where such regulations or laws do not exist or 
 useful for 
titioners 
ce to the 

ns

with local laws and regulation

may conflict, this guidance can be
providing audit opinions to all prac
who aim to comply with this guidan
extent practicable. 
 
5.4 Other Legal Consideratio  

creased 
his is a 

 the value 
 given in 
reliance 

mifications 
ort and a 
port is 

issued. In addition, the CAE’s own personal 
certification credentials can have legal 
ramifications if noncompliance issues should 
arise. In managing these ramifications, the 
CAE is encouraged to use appropriate 
language in the report and any disclaimer that 
puts the reader on notice of any limitations to 
the level of assurance given. When signing a 
report opinion as a chartered accountant, 
certified public accountant, certified internal 

edentialed 
uld alert readers that 
 absolute assurance 
nsider all legal 

 By being clear on these matters 
and documenting them to the users of reports, 
the CAE is able to manage expectations and 
limit unnecessary legal risk.   
 

 
The use of opinions can result in in
reliance on internal audit reports. T
desirable outcome as it increases
and clarity on the level of assurance
an audit report. However, increased 
can also result in legal and other ra
if someone relies on the audit rep
control failure emerges after the re

auditor, or other similarly cr
professional, the CAE sho
it is not possible to provide
and encourage them to co
implications.
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tings oAppendix A: Examples: Risk Ra r 

Rankings 
 
The following are examples of syste
may be applied to rate or rank ris
these, it is important t

ms th

o clarify contex
s

dit). T e
e app

on

at 
oks. For all f 

t (i.e., 
 a whole 

r
rating relative to the organization a
versus the subject of the au h se isk 

licable to ratings/rankings may also b
certain micro-level opinions. 
 
Company A: Risk Rating Opini  

r 
ors 

isk rating cr
rance le e

n
s o

’s or entit
ve the

r 
and/or 

effectiveness of controls/risk mitigators is
medium according to the organization’s (or 
division’s or entity’s) risk assessment ma  
and thus is within the organization’s risk 
tolerance. 
Low – The residual risk after consideration of 
the adequacy and/or effectiveness of 
controls/risk mitigators is low and thus is 
within the organization’s risk tolerance. 
 
 
 
 
 
 
 

ng in 

  
Very High – The residual risk after 
consideration of the adequacy and/o
effectiveness of controls/risk mitigat
remains very high according to the 
organization’s (or division’s or entit
assessment matrix (r

y’s) risk 
iteria). This is 

v l. above the acceptable tole
High – The residual risk after co
the adequacy and/or effectivenes
controls/risk mitigators remain high
to the organization’s (or division
risk ass

sideration of 
f 

 according 
y’s) 
 

 

essment matrix. This is abo
acceptable tolerance level. 
Medium – The residual risk afte
consideration of the adequacy 

trix

 
Company B: Deficiency Risk Rati
Relation to Audit Findings (Micro Level) 

 high priority 
ent attention is 

ious internal control or 

of certainty, lead to: 
ossibly in conjunction 

sses in the control 
zational entity or 

process being audited. 
orate strategies, 

mage, such as 
national or international 

rse regulatory impact, such 
enses or material 

 is a medium-priority 
t attention is 
nal control or risk 

t could lead to: 
ulate levels). 

the organizational 
 audited. 

, such as negative 
ty in local or regional media. 

• Adverse regulatory impact, such as public 
sanctions or immaterial fines. 

Low Risk – As this is a low priority issue, 
routine management attention is warranted. 
This is an internal control or risk management 
issue, the solution to which may lead to 
improvement in the quality and/or efficiency of 
the organizational entity or process being 
audited. Risks are limited. 
 
 
 
 
 
 

 
High Priority Risk – As this is a
issue, immediate managem
required. This is a ser
risk management issue that if not mitigated, 
may, with a high degree 
• Substantial losses, p

with other weakne
framework or the organi

• Serious violation of corp
policies, or values. 

• Serious reputation da
negative publicity in 
media. 

• Significant adve
as loss of operating lic
fines. 

Medium Risk – As this
issue, timely managemen
warranted. This is an inter
management issue tha
• Financial losses (stip
• Loss of controls within 

entity or process being
• Reputation damage

publici
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Company C:- Priority Risk Ranking of a 
Deficiency (Micro Level) 
 
Any one or more criteria noted belo
result in a priority rankin

w will 
g providing mitigating 

 or more 

tatement or 
nt 

nt to the 
disclosures 
llion. 

s intended 
ould be an 

ficiency 
conomic 

rcent of total 
ercent of a 
sheet 
current 

or have a 
ffect on the company's 

s 

s of XX 
resentative 

controls 
ate if 

s defined) 
 due to 

ineffective controls over logical/application 
security, data protection (including 
customer/employee information), and a 
lack of system edit checks and limited 
mitigating controls. 

• Priority control weaknesses identified in a 
previous internal audit remain unresolved 
without a reasonable cause for delay. 

• Audit findings have identified ineffective 
controls that have led to an internal or 

ined being perpetrated 
(i.e., proven) or there is a high likelihood 
that a potential (i.e., credible) fraud could 
exist that is greater than $XX.   

 

controls are not in place: (Note: Two
priority ranking observations can result in an 
“unsatisfactory” audit opinion.) 
 
• There is a potential financial s

financial disclosure misstateme
requiring an after-tax adjustme
financial statements or related 
greater than or equal to $XX mi

• Controls are not operating a
and it is estimated that there c
operational effectiveness and ef
opportunity having a potential e
impact greater than 0.5 pe
net income or greater than 1 p
group classification of balance 
accounts such as fixed assets, 
assets, current liabilities, etc., 
material adverse e
reputation. 

• A key control is not functioning a
intended as supported by the auditors’ 
test exception results in exces
percent (using a sufficient rep
sample size), and no mitigating 
exist (or a lower test exception r
exposure is significant).  

• Critical information systems (a
are significantly compromised

external fraud (as def
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Appendix B: Examples: Micro and Macro 
Audit Opinion (Grading) 
The following are grading exampl
be applied in relation to audit op
of these, it is important to clarify
is, opinion relative to the organiza
whole (macro) versus an ind
review of a particular

es that may 
inions. For all 
 context; that 

tion as 
ividual audit 

 subject or process 
nt to have a risk 

en 

a 

(micro). It will be importa
ranking process and methodology in place, 
similar to those in Appendix A, wh
formulating these opinions. 
 
Company D: 3 Tier Grading    
 
Inadequate System of Internal 
Findings indicate signifi

Control
cant control 

rgent rem dial 
has not yet 

 is not, at 
ficiently 

 of the

ntrol 
ber of 

are significant, ha e 
ress to 

address these findings and other issues 
known to management, these actions will be 
at too early a stage to allow a satisfactory
audit opinion to be given. 
Satisfactory System of Internal Contro - 
Findings indicate that on the whole, controls 
are satisfactory, although some 
enhancements may have been 
recommended. 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 - 

weaknesses and the need for u
action. Where corrective action 
started, the current remedial action
the time of the audit, sufficient or suf
progressing to address the severity
control weaknesses identified. 
 

e

 

Adequate System of Internal Co
Subject to Reservations – A num
findings, some of which 
been raised. Where action is in prog

v

 

l 



 

 
C  E:-ompany  4 Tier Grading  
 

 
ctive

and effective to 
g managed and Effe  

Controls evaluated are adequate, appropriate, 
provide reasonable assurance that risks are bein
objectives should be met. 

 
me 

e
ed 

ective to provide 

should be met. 

So
Improvem

Need
nt 

A few specific control weaknesses were noted; generally however, 
controls evaluated are adequate, appropriate, and eff
reasonable assurance that risks are being managed and objectives 

 

Improvement 
Needed 

noted. Controls 
risks are 

being managed and objectives should be met. 
Major 

Numerous specific control weaknesses were 
evaluated are unlikely to provide reasonable assurance that 

 
Unsatisfactory 

Controls evaluated are not adequate, appropriate, or effective to 
provide reasonable assurance that risks are being managed and 
objectives should be met. 
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Company E:- 5 Tier Grading With Scale  

n rix 
 
Evaluatio and Grading Mat
 
Scope of 
Determina

Wo
nts Controlled 

 

ati
— H

) 

atis  
Low 

Material Opportunities for 
Improvement  
(F) 

rk Well-

(A)

S sfactory 
igh 

S

(B

factory —

(C) 
Operating 

nes
d Efficiency 

Effective Ade erious 
Problems but 

ot Material 

Disclosure 
Effective
an

s 
quate S

N
Reliabil
Financia

ity of 
l 
 

Effective Ade Serious 
Problems but 
Not 

Disclosure 

Reporting

quate 

Material 
Compliance 
With 
Applicable 
Laws and 
Regulations 

Effective Ade erious 
Problems but 
Not Material 

Disclosure quate S

Safeguarding 
of Assets 

Effective Adequate Serious 
Problems but 
Not Material 

Disclosure 

 



 

Appendix C: Macro-level Opinion 
(Example) 
 
Note: It is necessary to 
methodology

hav
 and process in plac

lative results of 
it findings to exp

tter 
 ended ___ 

it plan of 
ntity). The 

as (were) to 

g (state 
e plan). The 
cordance 

 for the 
Professional Practice of Internal Auditing.  

ibe what 
agement 

ework, the risk assessment 
strategy, policies and practices, information 

g as 
etc.).  

included (scope 
inclusions). Furthermore, the examination 
covered activities that have occurred during 
the period (period covered by the 
examination).  
 
The criteria used to assess the entity were 
(describe the criteria and their source). The 
criteria were discussed and agreed with 
management (define who) before the conduct 
of detailed audit procedures.  
 

 positive 
ctive). Our overall 

opinion on XXX is satisfactory or unsatisfactory 
 the entity through 

it objective opinions).  

nt as (title), sufficient 
ures have been 

 gathered to support 
ions reached and 
 conclusions were 

f the situations as they 
st the audit criteria. 

The conclusions are only applicable for the 
entity examined. The evidence gathered meets 
professional audit standards and is sufficient to 
provide senior management with proof of the 
conclusions derived from the internal audit.  
 
 

e a 
e to 
audit 
ress 

or 

(base the overall opinion of
evaluation of specific aud
 
In my professional judgme
and appropriate audit proced
conducted and evidence
the accuracy of the conclus
contained in this report. The
based on a comparison o
existed at the time again

evaluate the cumu
assignments and aud
such an opinion. 
 
To: Chair, Audit Committee 
From: Head of Internal Audit  
 
Subject: Internal Audit of (subject ma
other entity) for the period
 
We have completed the internal aud
(state the subject matter or other e
objective(s) of this engagement w
(list the broad audit objective(s)).  
 
The plan was prepared considerin
primary drivers used to develop th
internal audit was conducted in ac
with the International Standards

 
The internal audit examined (descr
has been examined; e.g., the man
control fram

used for decision making, reportin
applicable to the entity examined, 
 
The scope of the audit 

We concluded that (insert a
opinion/grade for each obje
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Appendix D: Related IPPF Guidance 

nclud

stablis
rioritie

stent with 

g: “F
lts m

e i
pinion and/or conclusion.” 

to the 
 ope

ets; and 

ne  of 

organization’s governance, operations, and 
information systems regarding the: 

 
• Reliability and integrity of financial and 

operational information; 
• Effectiveness and efficiency of 

operations; 
• Safeguarding of assets; and 
• Compliance with laws, regulations, 

and contracts. 
 

 recommended guidance 

1 - Obtaining 

udit Activity. It also 
 concepts from the following AICPA’s 

ternal Audit Function in 
tatements and SAS 73 - 

 Obtaining 
Support or 
it Activity 

l audit activity 
es. The 

may use external 
rnal resources that 
iplines such as 
onomics, finance, 

technology, 
w, environmental 
 needed to meet 

ponsibilities.   

r is a person or 
rganization, who 

dge, skill, and 
rticular discipline. 
s include actuaries, 

, appraisers, culture or 
language experts, environmental 
specialists, fraud investigators, lawyers, 
engineers, geologists, security specialists, 
statisticians, information technology 
specialists, the organization’s external 
auditors, and other audit organizations. An 
external service provider may be engaged 
by the board, senior management, or the 
chief audit executive (CAE).  

 
 
 

 
Related IPPF mandatory guidance i
 

es: 

h 
s of 
the 

Related IPPF strongly
includes: 
 
Practice Advisory 1210.A1-
External Service Providers to Support or 
Complement the Internal A
embodies

2010 – Planning: “The CAE must e
risk-based plans to determine the p
the internal audit activity, consi
organization’s goals.” 
2410.A1 – Criteria for Communicatin
communication of engagement resu
(where appropriate) contain th
auditor’s overall o

inal 
ust 

Auditing Standards: SAS 65 - The Auditor's 
Consideration of the In
an Audit of Financial S

nternal 

al audit 
he 

must 

Using the Work of Others 
 
Practice Advisory 1210.A1-1:
External Service Providers to 
Complement the Internal Aud
1. Each member of the interna

need not be qualified in all disciplin
internal audit activity 
service providers or inte

2120 – Risk Management: “The intern
activity should monitor and evaluate t
effectiveness of the organization’s risk 
management system.” 

120. A1  The intern2  – al audit activity 
evaluate risk exposures relating  
organization’s governance, rations, and 

ncial and 

ncy of 

gulations, 

ivity must 

are qualified in disc
accounting, auditing, ec
statistics, information 
engineering, taxation, la
affairs, and other areas as
the internal audit activity’s res

 
2. An external service provide

firm, independent of the o
has special knowle
experience in a pa
External service provider
accountants

information systems regarding the: 
 
• Reliability and integrity of fina

operational information. 
• Effectiveness and efficie

operations. 
• Safeguarding of ass
• Compliance with laws, re

and contracts. 
 
2130. A1 – The internal audit act
evaluate the adequacy and effective
controls in responding to risks within the 

ss
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3. External service providers may be used 
nnection 

s in the 

regulatory requirements.  
• Evaluation of the internal

activity’s quality assurance 
improvement program in con
with the Standards. 

• Mergers and acquisitions. 
• Consulting on risk managem

other matters. 

senior management or th
CAE intends to use and r
service provider’s work. 
is made by others 
assessment determines 
should not use and rely on the work of the

by the internal audit activity in co
with, among other things:  

s. 

recious
fi

s or p
s

ac

 employee 

tion of legal, technical, a

 

form nce 

ent and 

4. When the CAE intends to use and rely on 
the work of an external service provider, 
the CAE needs to consider the 
competence, independence, and 
objectivity of the external service provider 
as it relates to the particular assignment to 
be performed. The assessment of 
competency, independence, and 
objectivity is also needed when the 
external service provider is selected by 

e board, and the 
ely on the external 

When the selection 
and the CAE’s 
that he or she 

 
 communication of 

eded to senior 
d, as appropriate.  

that the external 
ses the necessary 
ther competencies 
t by considering:  

tion, license, or 
ition of the external service 

e in the relevant 

embership of the external service 
iate professional 

dherence to that 
f ethics.  
e external service 
nclude contacting 

familiar with the external service 

vice provider’s 
experience in the type of work being 
considered.  

• The extent of education and training 
received by the external service provider 
in disciplines that pertain to the 
particular engagement.  

• The external service provider’s 
knowledge and experience in the 
industry in which the organization 
operates.  

 
 
 
 
 
 

 
• Achievement of the objective

engagement work schedule. 
• Audit activities where a sp

skill and knowledge are need
as information technology, s

ecialized 
ed such 
tatistics, 

external service provider,
such results is ne
management or the boar

 taxes, or language translation
• Valuations of assets such as 

buildings, works of art, p
land and 

 gems, 
nancial 

5. The CAE determines 
service provider posses
knowledge, skills, and oinvestments, and complex 

instruments.  
• Determination of quantitie hysical 

uch as 

to perform the engagemen
 

• Professional certifica
other recogn

condition of certain assets 
mineral and petroleum reserv

• Measuring the work complete
es.  
d and to 

ts in 
provider’s competenc
discipline.  

• M
be completed on contr
progress. 

• Fraud and security investigatio
• Determination of amounts, by

specialized methods such as

ns.  
 using 

provider in an appropr
organization and a

 actuarial 
benefit 

organization’s code o
• The reputation of th

provider. This may i
others 

determinations of
obligations.  

• Interpreta nd 

audit 
and 

provider’s work.  
• The external ser

a
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6. The CAE needs to assess the rel
of the external service provide
organization and to the internal
activity to ensure that independe
objectivity are maintained through
engagement. In performin
assessment, the CAE verifies th
are no financial, organizati
personal rela

ationship 
r to the 

 audit 
nce and 
out the 

g the 

provider may have had 
organization or the activitie
reviewed. 

• The extent of other ongoing 
the external service provider m
performing for the organization. 

• Compensation or other incent
the external service provi
have.  

organization’s external a
appear to act as me
management, managem
employees of the orga
independence is impa
external auditors may provi

at there 

tionships that will p

hen performing or report

 

s

ser ces 
a  be 

ives that 
der 

8. If the external service provider is also the 
organization’s external auditor and the 
nature of the engagement is extended 
audit services, the CAE needs to 
ascertain that work performed does not 
impair the external auditor’s 
independence. Extended audit services 
refer to those services beyond the 
requirements of audit standards generally 
accepted by external auditors. If the 

uditors act or 
mbers of senior 

ent, or as 
nization, then their 
ired. Additionally, 

de the 
organization with other services such as tax 

s to be 
ange of 

rganization.  

cope of work is 
ses of the internal 
 obtains sufficient 

r’s work. It may be 
cument these and other 

nt letter or contract. 
 CAE reviews the 

ovider:  

and scope of work including 
 frames.  

ted to be covered 
munications.  

Access to relevant records, personnel, 
s.  

ssumptions and 
  

• Ownership and custody of engagement 
working papers, if applicable.  

• Confidentiality and restrictions on 
information obtained during the 
engagement. 

• Where applicable, conformance with the 
Standards and the internal audit 
activity’s standards for working 
practices.  

 
 
 
 
 
 

onal, or 
revent the 
rendering 
ents and 

ing on 

and consulting. Independence need
assessed in relation to the full r
services provided to the o

 
9. To ascertain that the s

adequate for the purpo
audit activity, the CAE
information regarding the scope of the 

external service provider from 
impartial and unbiased judgm
opinions w
the engagement.  

 
7. The CAE assesses the independence and 

objectivity of the external service
by considering: 

 

 provider external service provide
prudent to do

• The financial interest the 
service provider may have
organization. 

• The p

external 
 in the 

To accomplish this, the
following with the external service pr

ersonal or professional aff
the external service provider m
to the board, senior manag

iliation 
ay have deliverables and time

ement, or 
. 

service 

• Specific matters expec
in the engagement com

• 
others within the organization

• The relationship the external
with the 

 being 
and physical propertie

• Information regarding a
procedures to be employed.

vi
y

 
may 

matters in an engageme

 
• Objectives 
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10. In reviewing the work of an e
service provider, the CAE evalu
adequacy of work performed, 
includes sufficiency of in
obtai

xternal 
ates the 

which 
formation 

ned to afford a reasonable basis for 
 

other unusual 

nt 
al service 

 as 
appropriate, refer to such services provided. 
The external service provider needs to be 
informed and, if appropriate, concurrence 
should be obtained before making such 
reference in engagement communications. 
 

the conclusions reached and the
resolution of exceptions or 
matters. 

  
When the CAE issues engageme
communications, and an extern
provider was used, the CAE may,
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