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Agenda

What does the data tell us about expectations & value?

How do you position IA to deliver value?

— Understand the business

— Analyze value relative to “capabilities”

— Develop strategic roadmap

Making value real



3© 2016 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. NDPPS 553212

What does the data tell us?

December 1941
Inaugural IIA meeting of 24 

charter members in New 
York City

Mid Century
IAs assist EAs in investigating internal 
frauds at railroad Co.’s in New York 

and New Haven

Mid Century
US GAO employs 
large numbers of 
internal auditors

4000 B.C
Formal record-keeping 

systems were first
instituted in the Near East

Circa 1494 A.D.
Advent of double-entry 
bookkeeping in Europe 

1957 
Accounting, asset safeguarding, 
data reliability and performance 

quality audits

1974
Certified Internal Auditor 

exam was sponsored by The 
IIA

1990s
Compliance, transaction cycle, 
fraud, operational efficiency, 

organization-wide risks audits

1993
Effectiveness of internal controls and 
the quality of performance in carrying 

out assigned responsibilities

2002 
Sarbanes-Oxley Act & NYSE requirement for 

all publicly listed companies to have an 
internal audit function was a watershed event.

Today 

— Auditors of the 21st century must be 
prepared to audit virtually everything.

— Increasing need for subject matter 
expertise.

— Increase need to leverage technology to 
provide value-added solutions. 
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What does the data tell us? (cont’d)
July 2015: 405 CFOs and Audit Committee chairmen

July 2016: 134 Internal Auditors

2 Surveys

Key findings
— Chief Financial Officers and Audit Committee Chairmen envisage a more 

strategic role for Internal Auditors than auditors see for themselves
— There is a “Value Gap” between expectations and what IA is delivering
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A more strategic role
Is Internal Audit best described as a “Strategic” or “Support” function for your 
organization?

60%

99%

40%

Strategic Support

Auditors

Executive 
stakeholders

1%
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What constitutes “value”?

22% 57%

5% 36%

33% 41%

Help assessing risks
and risk management practices

Informed perspective on 
emerging risks

Focus on sustainable profit 
generation

Receive today Most valuable to receive

What insights do companies receive from their IA today?  What insights would be of 
most value?

Source: Seeking value through Internal Audit, KPMG International, 2016
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How important are the following to CFOs and Audit Committee Chairs?

Measurable impact
63%

Commitment/ 
technical 
excellence/quality
44%

Clear standards/
robust tools
35%

71%
Performance of 
effective
and efficient 
audits

52%
Quality of IA 
reports

41%
Appropriately 
qualified 
personnel

Source: Seeking value through Internal Audit, KPMG International, 2016

What constitutes “value”? (cont’d)
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What constitutes “value”? (cont’d)
Which of the following characteristics best describe and insightful and valuable 
Internal Audit?

85%

54% 55%

46% 46%

60%

1%

10%

24%

45%

82%
78%

46%

0%

Provides insight
into efficiency and

effectiveness

Increases
communication

across the
organization

Provides
operational
feedback

Finds potential
revenue

enhancement,
cost savings

and/or Smarter
CAPEX spend

Provides
compliance
feedback

Reveals existing
and emerging

risks

Other

Executive stakeholdersAuditor
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What steps are you taking to ensure audit quality?

Outsource fully to a third-party 

78% Elevate the status of the audit function 

Offer attractive career tracks / keep talent

Supply Internal Audit with top of the line technology 

Supply Internal Audit with experience across functions

Employ a third-party

Now In 3 years

41%

38%

35%

29%

26%

75%

41%

33%

35%

32%

35%

Source: Seeking value through Internal Audit, KPMG International, 2016

Making value real
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How do you position IA to deliver value?

Internal 
Audit 

Strategy

Company Strategic Objectives
Is the IA plan aligned to the 
company’s strategic objectives and 
initiatives?   

IA Strategic Road Map
Do we have the right positioning, 
people, and processes to meet our 
stakeholders needs? 

Stakeholder Expectations
What do the stakeholders need and 
want from the IA function?

IA Mission & Charter
Is the IA mission and charter 
defined and effectively marketed to 
the business? 
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Understand 
the 

Business

 Understand the business, operating and IT environment
 Understand the industry risks and trends 
 Understand organizational structure and various Assurance providers

Understand 
Value” vs 

capabilities

 Understand company strategy, initiatives, objectives, measures, and owners
 Understand IA current strategy, methodology, mission, and charter
 Understand key stakeholders needs and expectations
 Understand IA leading practices
 Assess the gap of the current state of IA

Develop 
Strategic 
Roadmap

 Aligned to strategic initiatives and stakeholder needs
 Linked to a defined IA mission and charter
 Assess current IA team talent and identify gaps
 Develop the IA strategic roadmap to the appropriate People, Positioning and 

Process categories



Case Study
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Approach

Define Future State 
Vision and Mission

Develop a 
Strategic Roadmap

Define Metrics to 
Manage Performance 

“Where do we want to go?” “How do we get there?” “How well are we doing?”

Mission

Vision

Goals

Strategic Analysis

Stakeholder Needs

Talent Assessment 

Gap Assessment “3P’s”
(Positioning, Process, People)

Review Action Plans 

Define Monitoring Metrics

Budget Allocations

Strategic Roadmap

A
ct

iv
iti

es
O

ut
pu

t Updated IA Charter

Budget Considerations

Performance Scorecard

Lastly, we defined, in 
collaboration with the VP of 
IA, metrics to monitor the 
progress made on 
achieving the objectives of 
the strategic roadmap

We worked with the VP of IA to 
define the vision, mission, and 
goals of the IA department using 
both the defined goals created by 
the VP as well as input from key 
stakeholders.

We then developed the IA strategic 
roadmap that considered the “3 Ps” 
and leveraged the following inputs:

— Industry trends and risks that 
would direct the focus of IA 
activities

— Key stakeholder feedback on 
their expectations and needs 
from an IA function 

— IA leading practices 

— Talent and skillsets required to 
execute the strategic roadmap
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Industry Trends

• Trend towards “on-the-go” lifestyle among the 

urban consumers

• Growth in e-commerce for shopping

• Ready-to-eat segment has improved 

significantly, as consumers are willing to pay a 

premium for quality

Lifestyle

• Increasing awareness of health & environmental 

issues

• Governments are taking steps to deal with the 

issue of packaging waste and recycling

• Increasing demand for packaged fresh food 

products

Health and environment

• Packaging is a major aspect of Brand 
enhancement/differentiation

• Rise of the retail industry around the globe has 
led to increased requirement for convenience 
among consumers

Brand and retail

• In the age of intense competition, packaging 
provides a distinct marketing advantage at the 
Point of Sale

• It also accounts for major cost component in 
the majority of consumable products

Competition 

• New packaging material developments 
include:

– High barrier materials

– Active packaging

– Intelligent packaging

Innovation

• In the US, there is a trend towards smaller 
households, single-parent and single-person 
households

• Move towards smaller pack sizes as nuclear 
family trend is on the rise

Demographics1

2

3

4

5

6

Key drivers

Understand the business
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Strategic analysis
In

du
st

ry
 

Tr
en

ds

Achieving Strategic Alignment

Growth Drivers Competition Innovation Brand and retail Demographics Lifestyle

Industry Challenges Increasing Operational Cost Regulatory Compliance Commodity Cost Increase

Company Strategic 
Initiatives Build & Develop Enhance and Improve Serve as Business Partner

Accelerate Growth Capital projects review Acquisition integrations
SG&A Improvement

Customer Target/Profile 
Assessment - Profitability, 
Financial Stability, etc.

Focus Innovation
Revenue management software
Cloud procurement process
review

Cyber Security Assessment
New Innovation Center Review

Mobile Cloud Readiness
New Product Launch Process 
Review

Continuously Improve
Project governance reviews
Internal Quality Assurance 
Review

Corporate Network Security 
Review
D&A integration

Effectual

YEAR 1 YEAR 2 YEAR 3

Progressive
Influential

Understand the business
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Stakeholder needs analysis 
Capabilities vs value
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People – talent assessment

1 – 1.99
High Skill Gap

2.00-2.99
Med Skill Gap

3.00-4.00
Low Skill Gap

Leadership

Cultural

Soft Skills/People

Technical: General Technical: Business 
Knowledge

• Ability to lead the team
• Ability to embrace and 

manage change
• Set the tone of the 

organization

• ERM – ability to identify 
emerging risks

• Business Acumen 
• Formal Planning and 

Scoping
• Critical Thinking
• Desire to truly understand 

the business “spend more 
time in the field” 

• Risk Assessment
• Root-Cause Analysis
• Report Writing

• Capital 
Management/Treasury 
(Cash Flow)

• Environmental/Safety
• Cyber Security
• Overall IT
• Procurement 
• Data Analytics
• SOX

• Ability to adapt to 
“regional” cultures

• Work within centralized 
org model

• Build relationships with 
stakeholders and 
corporate departments

• Interact with first line 
employees

• Inter-personal skills

Capabilities vs value
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Preliminary gap analysis

People:
• Broader IA team beyond VP does not have the right skill sets, business acumen 

and experience.
• IA is perceived as a compliance function; trouble seeing value add 

opportunities outside of the VP.
• IA does not build relationships with the business to partner with them on 

strategic initiatives; limited communications/interactions beyond the VP. 

Positioning:
• IA does not consistently have a “seat at the table”.
• Limited strategic alignment; not focused on risks that matter (do not have 

required talent to do so).
• Mandate of the previous VP still perceived in the business; current VP making 

progress and well respected in the business.
• Mission and purpose of IA could be better communicated.

Process:
• Risk assessment process could be enhanced to capture bigger picture risks 

affecting the company.
• ERM process could be enhanced to provide integrated assurance and identify 

“emerging risks”.
• AC/SLT reporting on IA activities and results could be enhanced.
• Use of data analytics is not optimized.

Current State 

2.6/4.0 
Average grade for IA 
talent assessment 
across managers 

and staff

15%
Audit activities 

aligned to company 
strategic initiatives

14%
Stakeholder 

responses indicating 
IA effectiveness on 

risk assessment

Capabilities vs value
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Positioning 

Positioning
Maturity 
rating Current state Future state Best practice

Mandate — Mission and purpose of internal 
audit is not communicated 
effectively to the organization. 

— Mandate of previous CAE still 
perceived in the business

— Internal audit is viewed as 
integral part of the organization 
and is respected for their 
contribution.

— Mandate is beyond compliance 
and is seen as a business 
partner while maintaining 
independence

— More than compliance
— Knowledgeable about the 

business
— Integral in governance 

structure and key initiatives 
(seat at the table)

Stakeholders
Needs & 

Expectations

— Head of internal audit is 
improving relationships 
throughout the organization 
and is knowledgeable about 
business model. 

— Internal audit does not have a 
‘seat at the table’ in key 
strategic initiatives. 

— Strong relationships with key 
stakeholders throughout 
organization.

— Internal audit has a regular 
‘seat at the table’

— Internal audit provides 
assurance over first and 
second line of defense.

— Connected internally
— Connected externally
— Engaged

Value Add/
Alignment

— Audits planned sometimes do 
not appear to add much value 
to the organization.

— Audit focus not in line with high 
risk areas of importance.

— Audit is perceived as being 
only compliance focused. 

— Internal audit department which 
performs in-depth reviews of 
high risk, key areas and 
provides valuable feedback. 

— Activities align to strategic 
initiatives and demonstrate a 
ROI

— Understands company 
strategy

— Understands company 
operations

— Works with business to stay 
abreast of initiatives

InconsistentRepeatable, but not 
optimized

Consistent & aligned to 
standard expectation

Pro-active with continuous 
improvement

Capabilities vs value
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Process
Quadrant Who

Goals/
initiatives Gaps Owner 

Engagement plan 
activities Timeline

Key Player/ 
Engage
Closely

Board of 
Directors

• Partner to the 
business

• Formal ERM planning and focus 
on key risks

• Identify emerging risk-set tone of 
organization

• Name • Establish quarterly update 
meetings and business reviews

• Participate in committees
• Present integrated risk 

management framework 

12-18 months

Key Player/ 
Engage
Closely

Senior
Leadership 
Team

• Partner to the 
business

• Bring Innovation- transformational 
activities

• Cost Saving Opportunities

• Name • Present IA strategy at Q3 SLT 
meeting

• Review IA Plan results and align to 
strategy

• Participate in business strategies/ 
initiatives that lead to improved 
audit impact

12-18 months

Key Player/ 
Engage
Closely

BU 
Stakeholders

• Demonstrate 
value in the 
department 

• Identify cost 
savings 
opportunities

• IA’s understanding of the 
business

• IA’s skillset to think critically in 
providing process improvement 
and value-add recommendations 

• Bring Innovation- transformational 
activities

• Name • Solicit insights on key risks and 
“pain points” for scoping audits

• Use data analytics and SMP on 
audits

• Quarterly follow-ups on 
management response plans to 
audits

• Seek feedback from the business

12-18 months

Meet Their 
Needs/ 
Keep 
Satisfied

BU 
Stakeholders

• Demonstrate 
value in the 
department 

• Identify cost 
savings 
opportunities

• IA’s understanding of the 
business

• IA’s skillset to think critically in 
providing process improvement 
and value-add recommendations 

• Bring Innovation- transformational 
activities

• Lack of skillset 

• Name • Present internal audit successes
• Identify opportunities to help the 

business
• Build on relationships from high 

power, high interest support 

18-36  
months

Understand  value
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Closing the gaps

Positioning

People

Process

Focus Area Action Items Owner 12 months 12-24
months

24-36 
months

1. Alignment

2. Enterprise Risk

3. Mandate

1.1: Attend STL Quarterly meetings to 
understand progress on strategic 
initiatives

2.2: Continue to build upon the ERM 
task force and integrate progress on 
other 2nd line defense functions 

3.3: Develop marketing plan to 
showcase IA strategy and team 

CAE/Senior 
Manager

CAE

Senior Manager

1. Talent
Development

2. Staffing Strategy

3. Communications

1.1: Develop rotation program and 
enhance guest auditor program via 
High Level/Interest stakeholders

2.1: Centralize team structure

3.1: Schedule quarterly Ops reviews 
with management to discuss audit 
results for the region 

CAE

CAE/CFO

CAE/Senior Mgr

1. Planning & 
Scoping Process 

2. Reporting 
Process

1.1: Develop a robust planning process 
working with business to obtain 
data and confirm results

2.2: Revise standard report format to 
include executive summary, 
operational results

Senior Manager

Senior 
Manager/Manager

All Mgmt CAEMilestone Checkpoint: AC Meeting

Strategic roadmap
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Making value real

— # of BOD requests 
received

— Involvement of 
leadership 
committees

Board/Audit Committee

OBJECTIVES MEASURES

— Deliver high impact 
audit results 
focusing on high-
risk areas

— Partner to the 
business

— # of mgmt requests 
received

— # of complaints 
received

— # of placements of 
IA into the business

Management/Audit Customers

OBJECTIVES MEASURES

— Deliver high impact 
audit results

— Partner to the 
business

— Support initiatives

— Training metrics 
(e.g., # of hours, 
sessions attended, 
etc.)

— HR metrics (e.g., 
retention, 
promotions, etc.)

— Auditee/ 
Stakeholder 
feedback

Innovation/Capabilities

OBJECTIVES MEASURES

— Develop IA 
resources to think 
critically

— Enhance 
knowledge of the 
business and 
initiatives

— % of audits using 
SMP and data 
analytics

— # of recommended 
process 
improvements 
identified in audits

— Completion of items 
and initiatives IA 
committed to

Internal Audit Processes

OBJECTIVES MEASURES

— Expand use of data 
analytics in audits

— Refine IA reporting 
to emphasize key 
concerns and action 
plans

— Enhance IA’s 
governance around 
performing audits

INTERNAL AUDIT
STRATEGY

CORPORATE
STRATEGY

— Experience
— Education
— Training
— Certification
— Reporting Relationships

— Expectations
— Perspective on IA Roles
— Satisfaction Surveys
— Requests
— Complaints

— Importance Levels
— Improvements
— Findings
— Repeat Findings
— Savings
— Quality Assessment

— Perspective on IA Roles
— Satisfaction Surveys
— Risk Concerns
— CAE/AC Private Meetings
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Questions?



Thank you
J. Craig Carter

Principal | Advisory Services

KPMG LLP

Email: jccarter@kpmg.com

Phone: +1 913 709 9854
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