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and Performing Follow Up Procedures
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Engagement Communication Responsibility
• The CAE, periodical BOD and SM
• Internal Audit Report
• Internal Auditors tests IC (Design and Operating effectiveness) to 

meet specific control assertions (objectives)
• Assertions:

1. Control Assertions
2. F/Ss Assertions 



Assertions



Communicating 1: Perform Observation 
Evaluation and Escalation Process
• Observation Evaluation and Escalation Process: Progressing through series of steps that 

allow internal auditors to evaluate factors affecting the observation relative to its 
impact, likelihood and classification



Observation Evaluation 
and Escalation Process



Three Types of Observations Based on Degree of 
Importance



Engagement Observations 

• Must be written in specific format. 
• 5 Elements:

1. Criteria
2. Condition
3. Cause
4. Effect
5. Recommendation



Communicating 2: Conduct Interim and 
Preliminary Engagement Communications 
• When an observation calls for immediate attention, Interim 

communication allows it to be brought to the attention of the 
appropriate individuals in a timely manner.

1. Exit Meeting (Closing Conference) with Management
2. Draft of the final communication 
3. Management Response
4. IA Response: only if?



Communicating 3: Develop Final Engagement 
Communication
• To provide final engagement communication to management within 

10 business days after completing the preliminary engagement 
communication (exit meeting)

• Well designed IA report include many sections (Observations are one 
of these sections)



C4: Distribute Final Engagement Communication

• CAE should
• Review and approve
• Distribute final engagement communication
• Disclose information in a separate report and distribute to the BOD if the 

conditions being reported involve SM (illegal act/fraud)



C5: Perform Monitoring and Follow Up

• 3 cases
• Not started
• In progress
• Completed

• When CAE believes that SM has accepted unacceptable risk:
• CAE should discuss the matter with SM
• If not resolved, CAE must report the matter to BOD for resolution



End of Chapter


