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A question we are frequently asked 

at IIA headquarters is, “If internal 

auditors are tapped to devote their 

time to the compliance process with 

U.S. Sarbanes-Oxley Act of 2002, what 

happens to their audit plan?” 

When internal auditors are overtly 

involved in the SOX 404 project, their 

department’s resources, of course, must 

be diverted away from other planned 

assignments.  Based on a recent survey 

conducted by The IIA, it is not uncommon 

for one-third to one-half of the internal 

audit department’s total staff time to be 

devoted to SOX work during this initial 

year of compliance.  This involvement 

points to the value internal auditing 

contributes in helping establish an 

effective 404 documentation process, 

in advising process owners on needed 

documentation on specifi c topics, 

and by providing advice on criteria to 

determine when a key risk and control 

might require testing to confi rm proper 

operation.

Most chief audit executives 

anticipated 404 a high level of involve-

ment from their auditors when they 

prepared their audit plans for 2004.  

However, as new PCAOB requirements 

have become clearer, many internal 

audit departments have devoted more 

resources to the project than originally 

planned.  As a result, overall audit plans 

have been deferred or the organization 

has turned to third-party providers 

to help pick up key assignments that 

should not be deferred.

The question remains as to the 

ultimate impact of SOX work in future 

years and how that resource requirement 

might necessitate realignment of internal 

audit staffi ng or timing of internal audit 

projects. Each organization must 

determine the internal auditors’ role 

in SOX 404 work in year-two and 

beyond.  The audit committee, senior 

management, external auditor, and 

chief audit executive must engage 

in a meaningful dialogue regarding 

the need for future internal audit 

involvement in the 404-assessment 

process, and what impact that decision 

will have on other work necessary to 

achieve the objectives of the audit 

department’s charter.  Even if the 

internal auditors are expected to reduce 

their role by transferring the internal 

control assessment to line management 

process owners, the second year of SOX 

work may still require signifi cant internal 

audit involvement to effectively facilitate 

that transfer.  Were this to be the case, 

the organization might expect more 

limited internal audit SOX involvement 

in year-three.

Internal auditors must confront 

this and many other issues related to 

their role and involvement in Sections 

302 and 404 initiatives. They must 

address both short-term issues 

during the implementation phase 

of reporting processes, as well as 

longer-term questions on the role and 

responsibilities of internal audit in this 

process.  The IIA has released Internal 

Auditing's Role in Sections 302 and 

404 of the U.S. Sarbanes-Oxley Act 

of 2002 to provide CAEs with relevant 

guidance to assist them in responding 

to these questions; this manual aims 

to help auditors in a manner that is 

most helpful to their organizations while 

maintaining the ultimate objectivity and 

independence that is required by the 

Standards.  To access this paper, visit 

“Guidance” at www.theiia.org, and click 

on “Corporate Governance.”  !
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