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What is a Chief Audit Executive?
The ‘International Professional Practices Framework’ (IPPF) 
issued by the Institute of Internal Auditors (IIA) defines the 
chief audit executive as:

Chief audit executive describes the role of a person in a 
senior position responsible for effectively managing the 
internal audit activity in accordance with the internal audit 
charter and the mandatory elements of the International 
Professional Practices Framework. The chief audit 
executive or others reporting to the chief audit executive 
will have appropriate professional certifications and 
qualifications. The specific job title and / or responsibilities 
of the chief audit executive may vary across organisations.

Where the term chief audit executive (CAE) is mentioned in this 
Factsheet, it relates to the generic term used in the IPPF to 
refer to the head of internal audit in an organisation.

The 3 Lines Model shows where the various assurance 
activities are positioned:
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Role of the Chief Audit Executive
The governing body of an organisation is ultimately 
responsible for an organisation’s governance. In a company, 
this will be the board of directors. In the public sector where 
there is not a board of directors, governance arrangements 
are implemented by the head of the organisation such as the 
secretary, director general or chief executive.

While expertise may be engaged to assist in governance 
of an organisation, accountability remains with the board / 
governing authority. Part of this responsibility is to maintain an 
effective internal audit program.

An organisation with an internal audit function must appoint 
an internal officer of sufficient status to provide strategic 
guidance to the internal audit function. This description allows 

that the CAE need not be a specialist internal auditor but must 
have direct access to resources who are. The CAE cannot be a 
service provider.

An organisation that fails to appoint a senior officer to fulfill 
the role of the CAE is not operating in conformance with the 
Internal Audit Standards.

Chief Audit Executive Performance Measures
Good practice in internal auditing suggests that, like most 
business units in an organisation, internal audit should have 
performance measures (KPIs) in place to demonstrate its level 
of performance.

Good practice also suggests performance measures need 
to be specific (clear and concise), measurable (quantifiable), 
achievable (practical and reasonable), relevant (to users) and 
timed (within a range or time limit). Measures of performance 
should also be directly affected by the desired behaviour of 
those being assessed, should not be significantly affected by 
the performance of others, and should be straightforward to 
determine.

Internal audit and CAE performance measures need to be in 
alignment to what the organisation is trying to achieve, so 
linked to the strategic plan and strategic intent.

Organisation 
Strategic Plan

Responsibility for oversight – 

       Corporate: board of directors 

       Public Sector: government

Responsibility for execution – 

      Corporate: chief executive officer 

      Public Sector: accountable authority

Internal Audit
Performance 

Measures

Responsibility for oversight –  

      audit committee through the chair

Responsibility for execution –  

      chief audit executive

Chief Audit 
Executive 

Performance 
Measures

Responsibility for oversight –  

      audit committee through the chair

Responsibility for execution –  

      chief audit executive

Performance measures against which internal audit 
performance and CAE performance may be measured need 
to be aligned and may contain a mix of quantitative and 
qualitative measures.
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Assessing Chief Audit Executive Performance
The strength of internal audit is for its independence 
to be maintained by being completely separate of line 
management. This allows internal audit to perform its role 
without undue influence or interference from management 
with internal audit conduct and reporting. To achieve this, best 
practice internal audit reporting arrangements for internal 
audit independence are for the CAE to report:

 › Functionally for operations to the audit committee 
through the chair.

 › Administratively to the chief executive officer.

With regard to the CAE, it is important for independence 
purposes that the audit committee have a role to be actively 
involved with:

 › CAE recruitment, selection and appointment.

 › CAE remuneration including any variable pay.

 › Termination of CAE where this may be necessary.

 › Assessing CAE performance.

In the public sector, it is likely the audit committee does not 
have the authority to make formal decisions on these matters, 
it is important such decisions not be taken without the advice 
and concurrence of the audit committee.

There should also be CAE access to the audit committee chair 
and chief executive officer any time the CAE believes it may 
be warranted for important issues that may arise.

There is a role for the CAE functional reporting arrangement to 
the audit committee to be represented when it is time for the 
CAE performance assessment.

Assessment of CAE performance should be done in 
conjunction with the CAE administrative report, but not with the 
audit committee being a minor player or in a subservient way 
to the chief executive officer or management.

These requirements should be formally enshrined in the 
internal audit charter.

Most organisations have a human resources process for 
employee performance assessment. This usually links to an 
automated enterprise resource planning system used for the 
various human resource components such as time recording, 
leave and pay. 

The audit committee chair does not generally have access to 
the automated human resources system, so that aspect would 
need to be performed by the CAE administrative report.

Conclusion
The internal audit charter and the audit committee charter 
should outline the performance assessment process for the 
CAE. It should ensure the audit committee chair approves 
the CAE’s performance objectives, provides performance 
feedback and approves the CAE’s performance ratings. 

The remuneration framework of the CAE and internal audit 
team should be structured in a manner which avoids conflicts 
of interest, does not impair independence and objectivity, and 
is not exclusively linked to the short-term performance of the 
organisation.

It is imperative CAE performance assessment is driven by the 
audit committee and not management. It makes absolutely 
no sense to establish internal audit as an independent 
Line 3 assurance activity – independent of Line 1 and Line 
2 management – and then give management the role of 
assessing CAE performance. This would provide a perfect 
environment to dilute internal audit independence and impair 
CAE objectivity.
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