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Applying The IIA’s International Professional Practices 
Framework as a Professional Services Firm 

  

Internal auditing and external auditing (i.e., external assurance provided under a set of 
generally accepted auditing standards) are related, yet distinct, professional activities. 
Although they use similar testing techniques to determine the effectiveness of internal controls 
and substantiate reported results, the objectives of the two activities are different. Internal audit 
seeks to provide assurance, advice, and insight on the effectiveness of governance, risk 
management, and control processes and generally provides such information to internal 
stakeholders (management, the audit committee, and the board); whereas external auditing 
seeks to provide an opinion on the reliability of reported financial results and other related 
matters to external stakeholders (investors, lenders, etc.). 
 
Professional services firms often provide both types of auditing services. This, coupled with the 
perceived similarities of the two activities, may lead to confusion about which professional 
practices and requirements govern services being provided, and even about the meaning of 
certain words. This guidance considers both terminology questions and how the International 
Professional Practices Framework (IPPF) applies to professional services firms and their 
associates when providing internal auditing services. 
 

 

Understanding Internal Audit and External Audit Terminology 
 

Internal auditing and external auditing may use some of the same terminology. However, some 
common terms may be defined differently, leading to a potential for confusion or 
miscommunication among participants and stakeholders of the two services. Here, the 
meanings of the terms are explained in terms of their specific usage. 
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Independence 
  
For internal auditors, independence refers to organizational independence, or the hierarchical 
and reporting independence of the internal auditor from those whose work they are reviewing. 
Reporting lines and regular communication with the board and audit committee (in most 
jurisdictions) reinforces and underscores this organizational independence. The goal is the 
same as external auditing services: to ensure an objective mindset, help avoid appearance 
and/or perception issues, and prevent conflicts of interest, while recognizing that many internal 
auditors are employees of the organization being audited.  
 
Independence is a concept fundamental to external auditing services, particularly in relation to 
external assurance and other similar services that are defined and required by legislation, 
statute, regulation, and/or assurance standards. In this context, professional services firms and 
the members of an external audit engagement must be independent of the client, considering 
such factors as the scope of services the firm provides to the client, as well as the employment 
history and personal financial holdings of the engagement team and others in the firm. The 
intent of this form of independence is to ensure an objective mindset, avoid appearance and/or 
perception issues, and avoid conflicts of interest occurring as the firm renders its report, and it 
is this form of independence that defines external auditing for a professional services firm. 
 
 
Professional services firms that provide internal auditing services first need to determine if 
providing those services could affect their independence as required by the laws and 
regulations for external auditing services within their jurisdictions. Further, in discussions with 
the client or the client’s board, the professional services firm may also wish to clearly 
differentiate between the internal audit definition of independence and an external audit 
definition when describing their offered internal auditing services, and ensure they meet both. 
 

Assurance 
 
The IIA’s definition of internal auditing includes providing assurance. The internal auditor uses 
the experience and knowledge gained in an internal audit to evaluate a situation and reach a 
conclusion. The strength of the assurance provided to stakeholders stems from internal audit’s 
ability to be independent, objective, and competent, and provide reliable results and 
conclusions. As noted earlier, internal audit stakeholders generally are internal to the 
organization. 
 
In the external auditing context, assurance services require independence as previously 
described and defined technically, often by statute and regulation, such as external auditing 
standard-setting bodies. Such assurance generally applies when a firm that provides services 
issues a formal report for external stakeholders on the reliability of a management assertion or 
financial result. The basis for and form of reports are specified because often these reports will 
be relied upon by external stakeholders.  
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Professional services firms need to be clear with all relevant stakeholders about the 
boundaries and limitations of their assurance work, both in completeness and scope, as it 
relates to their efforts and resultant conclusions. To prevent misinterpretations, in most cases 
professional services firms avoid or are very careful when using the term assurance, especially 
when it relates to services beyond the financial statements engagement. 
 

Opinion 
 
As previously noted, in the external auditing context, the term opinion also has a specific 
technical definition related to assurance services for third parties. The form of an opinion is 
specified by statute and/or regulations. External audit standards define the work required to 
support an opinion. And such opinions are a key product from the external auditing 
engagement upon which external stakeholders rely for investment, lending, and other 
decisions. 
 
Contrast that with internal auditing’s use of the term, where it may refer to a rating, judgment, 
or other description of results formed about the engagements and other activities for a specific 
time interval. For internal auditing work, there is no specification as to the form for an opinion 
and no requirement to provide one, although IIA Standard 2450 provides guidance if an overall 
opinion is issued. Additional guidance is available in the IIA Practice Guide “Formulating and 
Expressing Internal Audit Opinions.”  
 
When professional services firms provide internal auditing services, they are generally 
encouraged to not use the specific word opinion in their communications in order to prevent a 
misunderstanding of the nature of the viewpoint being provided. Often considered are other 
words, such as findings, observations, summary, and in certain cases, appraisal or conclusion. 

 

Understanding Elements of the IPPF 
 
The IPPF guides the professional performance of the internal audit activity and includes the 
Mission of Internal Audit, Definition of Internal Auditing, Core Principles for the Professional 
Practice of Internal Auditing, Code of Ethics (COE), The International Standards for the 
Professional Practice of Internal Auditing (Standards), Implementation Guidance, and 
Supplemental Guidance.  
 
The external auditing profession and jurisdictional bodies that oversee or regulate external 
auditing also have ethics codes and professional standards. This leads to the potential for 
confusion for individuals performing internal audit services about which framework applies to 
specific activities.  
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Code of Ethics 
 
The decision on which ethics code to apply is based on the nature of the work being 
performed. The IIA Code of Ethics applies to both entities and individuals that perform internal 
audit services, whether a member of a professional services firm or an employee of an 
organization. 
 
The IIA’s COE has four principles:  

1. Integrity  
2. Objectivity  
3. Confidentiality 
4. Competency  

 
The COE also requires internal audit services to be performed in accordance with the 
Standards. 
 

Standards 
 
The Standards apply to individual internal auditors and internal auditing activities when and 
where relevant to their roles. The structure of the Standards differentiates Attribute Standards 
and Performance Standards. When performing internal auditing services, auditors are 
expected to conform to the Attribute Standards related to objectivity, proficiency, and due 
professional care. Further, internal auditors are accountable for conforming to the Performance 
Standards relevant to the performance of their job responsibilities, such as those related to 
engagement planning, performing the engagement, and communicating results. 
 
Many Standards require actions by the chief audit executive (CAE), the person in a senior 
position responsible for effectively managing the internal audit activity. In most organizations, it 
will be clear who is in the CAE role. However, when professional services firms perform 
internal auditing on a totally outsourced basis, it may not be as clear. In such instances, the 
professional services firm and the organization should mutually identify who is acting as the 
CAE so that roles and responsibilities, including those related to the Standards, are 
understood. 
 
The IIA recognizes that it is the CAE, and not individual auditors, who has the authority and 
responsibility for Standards related to organizational independence, the quality assurance and 
improvement program, and managing the internal audit activity. This is what is meant when 
saying that auditors apply the Standards that are relevant to the performance of their job 
responsibilities. CAEs are accountable for the internal audit organization’s conformance with 
the Standards. 

Further, the CAE, under the direction and oversight of the board or audit committee, has 
ultimate responsibility for the services performed by the internal audit activity, whether 
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performed by employees or members of a professional services firm. In this regard, the CAE 
often develops policies and procedures, consistent with the Standards, to guide internal audit’s 
performance within the organization. 

Standard 1300 – Quality Assurance and Improvement Program requires the CAE to develop 
and maintain a quality assurance and improvement program (QAIP) that covers all aspects of 
the internal audit activity and includes internal and external quality assessments (QAs). Given 
that CAEs may use professional services firms to perform internal audit services, the relevance 
of this requirement to those firms may be misunderstood and warrants specific discussion. 

All internal audit activities must have a QAIP that includes undergoing external QAs. This is an 
organizational requirement, and the standard is directed toward the CAE.   
 
A professional services firm, as an organization, is not required to conform to The IIA's 
Standards on quality, such as by having a standalone external quality assessment performed.  
Even if a professional services firm had an external quality assessment performed, the results 
could not be generalized across all their clients. Instead, service providers’ work is to be 
evaluated as part of the external assessment of each organization (client, from the perspective 
of the service provider). This is consistent with The IIA’s view that the external QA of a service 
provider would not qualify as sufficient evidence to conclude on the specific work performed for 
multiple clients. The individual organization’s internal audit activity, which may include 
engagements in addition to a service provider’s services, must be the focus of the QA, and any 
work performed by a service provider would be subject to review during the course of the 
organization's QA. 
 
Nevertheless, when professional services firms provide internal auditing services, they are 
encouraged to support the quality activities of their client, in accordance with Standard 2070 – 
External Service Provider and Organizational Responsibility for Internal Auditing, which states:  
 

When an external service provider serves as the internal audit activity, the provider must 
make the organization aware that the organization has the responsibility for maintaining an 
effective internal audit activity. 
 
Interpretation: 

This responsibility is demonstrated through the quality assurance and improvement 
program which assesses conformance with the Definition of Internal Auditing, the Code of 
Ethics, and the Standards. 

Please refer to Standard 2070 and related guidance to assist with terminology questions and 
how the IPPF applies to professional services firms when providing internal auditing services.  
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About The IIA 
The Institute of Internal Auditors (The IIA) is the internal audit profession’s most widely recognized advocate, educator, 

and provider of standards, guidance, and certifications. Established in 1941, The IIA today serves more than 180,000 

members from more than 170 countries and territories. The association’s global headquarters are in Altamonte 

Springs, Fla. For more information, visit www.globaliia.org or www.theiia.org. 

About Supplemental Guidance 
Supplemental Guidance is part of The IIA’s International Professional Practices Framework (IPPF) and provides 

additional recommended (non-mandatory) guidance for conducting internal audit activities. While supporting the 

Standards, Supplemental Guidance is not intended to directly link to achievement of conformance with the Standards. 

It is intended instead to address topical areas, as well as sector-specific issues, and it includes detailed processes and 

procedures. This guidance is endorsed by The IIA through formal review and approval processes.  

For other authoritative guidance materials provided by The IIA, please visit our website at 

www.globaliia.org/standards-guidance or www.theiia.org/guidance. 

Disclaimer 
The IIA publishes this document for informational and educational purposes. This guidance material is not intended to 

provide definitive answers to specific individual circumstances and, as such, is only intended to be used as a guide. 

The IIA recommends that you always seek independent expert advice relating directly to any specific situation. The IIA 

accepts no responsibility for anyone placing sole reliance on this guidance. 
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