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Fact Sheet 
Internal Audit Resourcing Models 

There are a number of models that can be used to resource internal audit services to an organisation: 
 In-house. 
 Co-sourced. 
 Outsourced with in-house management. 
 Outsourced. 

Points to consider 

Carefully choose the resourcing model 
that best suits your organisation and 
will provide fit-for-purpose internal 
audit services. 

The term Chief Audit Executive (CAE) 
is the generic term used in the Internal 
Audit Standards to refer to the head of 
internal audit in an organisation. When 
internal audit is outsourced, the CAE 
should be an in-house person and not 
the service provider. The rationale for 
this is that the organisation can 
outsource a business activity but 
retains the risk in-house, which should 
be managed by an in-house person 
with ‘skin in the game’. The CAE is the 
link between internal audit and the 
audit committee / senior management. 

It is a generally accepted principle that 
the external auditor should not also 
provide internal audit services to the 
same organisation. 

Be an informed buyer – clearly define 
the internal audit services you are 
seeking and then procure it – whether 
in-house, service provider, or a 
combination. Most dissatisfaction with 
internal audit services stems from 
organisations not getting what they 
thought they would get. Advice can be 
obtained from the IIA–Australia. 

Conflict of interest provisions need to 
be put in place for in-house internal 
audit and service providers. As a 
general rule, service providers should 
not be permitted to perform work other 
than internal audit work. The final 
arbiter of whether a conflict exists 
should be the in-house CAE. If a 
potential issue involves the CAE, it 
should be the audit committee chair. 

Internal Audit Resourcing Model Advantages Disadvantages 

1. In-house 
Provided exclusively or predominately by in-house staff and managed in-house by an employee of the organisation. 

 Internal audit services are 
delivered by in-house staff. 

 Actively managed by an in-house 
manager. 

➢ Risks reside with an in-house 
manager. 

➢ Knowledge of organisation 
business, objectives, risks, systems 
and culture. 

➢ Agility to respond quickly to 
emerging issues. 

➢ No conflicts of interest. 
➢ More direct control over quality of 

audit work. 
➢ Retains corporate knowledge. 
➢ Can provide training for future 

managers. 
➢ Critical mass makes in-house 

internal audit viable and 
sustainable. 

➢ Generally considered to be cost-
effective. 

➢ May be difficult to attract and 
retain suitable staff. 

➢ Specialist skills may not be 
available in-house. 

➢ Limited flexibility. 
➢ May be human resource issues 

with in-house staff. 

2. Co-sourced   
Conducted by a combination of in-house staff and a sole service provider or a panel of service providers and managed in-
house by an employee of the organisation. 

 Internal audit is delivered by a 
combination of in-house staff and 
one or more service providers. 

 Actively managed by an in-house 
manager. 

➢ Risks reside with an in-house 
manager. 

➢ Fewer employee shortages. 
➢ Knowledge of organisation 

business, objectives, risks, systems 
and culture. 

➢ Specialist skills can be sourced. 
➢ Flexibility. 
➢ Fewer conflicts of interest. 
➢ More direct control over quality of 

audit work. 
➢ Retains corporate knowledge. 
➢ Can provide training for future 

managers. 
➢ Critical mass makes this model 

viable and sustainable. 
➢ Skills transfer to in-house 

employees from service providers. 
➢ Generally considered to be cost-

effective. 

➢ May be human resource issues 
with in-house staff. 

➢ Turnover of service provider staff. 
➢ Potentially reduces organisation 

knowledge. 
➢ May inhibit building of professional 

relationships with management. 
➢ In-house staff may need to remedy 

quality of deliverables where 
effective third-party quality control 
arrangements may not be 
consistently maintained, adding to 
time and cost for audits. 

➢ Additional in-house staff time 
required for procurement, service 
provider selection and contract 
management. 
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3. Outsourced with in-house management 
Provided by a sole service provider or a panel of service providers contracted to the organisation for this purpose, with 
internal audit actively managed in-house by an employee with knowledge and experience of internal auditing. 

 Internal audit is delivered by one 
or more service providers. 

 Actively managed by an in-house 
manager. 

➢ Risks reside with an in-house 
manager. 

➢ Fewer employee shortages. 
➢ Specialist skills can be sourced. 
➢ Flexibility. 
➢ Skills transfer to in-house manager 

from service providers. 
➢ Can provide specialist skills not 

available in-house. 

➢ May be conflicts of interest. 
➢ Cost may be greater than in-house 

or co-sourced delivery. 
➢ Turnover of service provider staff. 
➢ Potentially reduces organisation 

knowledge. 
➢ May inhibit building of professional 

relationships with management. 
➢ In-house staff may need to remedy 

quality of deliverables where 
effective third-party quality control 
arrangements may not be 
consistently maintained, adding to 
time and cost for audits. 

➢ Additional in-house staff time 
required for procurement, service 
provider selection and contract 
management. 

➢ Potential conflicts in the timing of 
audits with management may be 
more difficult to resolve for service 
provider staff. 

4. Outsourced 
Conducted by service providers contracted to the organisation, with the service provider also managing the internal audit 
function. Management of the service provider contract is conducted in-house by an employee of the organisation who is 
unlikely to have knowledge and experience of internal auditing. 

  Internal audit is delivered by one 
or more service providers. 

 Passive management by 
organisation, with management of 
internal audit activities generally 
left to the service provider. 

➢ Fewer employee shortages. 
➢ Flexibility. 
➢ Can provide specialist skills not 

available in-house. 

As with ‘Outsourced with in-house 
management’, plus: 
➢ Risks remain with the organisation 

but reside with someone who is 
not an employee. 

➢ Management may have less 
control. 

➢ In-house manager is unlikely to be 
audit trained and may not have the 
knowledge to ensure audit quality 
is maintained. 

Helpful References 

IIA–Global International Professional Practices Framework (IPPF).  

IIA–Australia Internal Audit in Australia. Fact Sheets. White Papers. 

 


