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Definition of Internal Audit

According to the Definition of Internal Auditing in The

lIA's International Professional Practices Framework (IPPF),
Internal auditing Is an independent, objective assurance and
consulting activity designed to add value and improve an
organization's operations. It helps an organization accomplish
Its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of risk management,
control, and governance processes.



https://www.theiia.org/en/staff-preview/old-standards/standardsold/what-are-the-standards/definition-of-internal-audit/
https://www.theiia.org/en/staff-preview/old-standards/standardsold/international-professional-practices-framework/

Role of Internal Audit

The role of an internal audit function is to provide independent,
objective assurance and consulting services designed to add
value and improve an organization's operations. It helps an
organization accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness
of risk management, control, and governance processes.



Role of Internal Audit (Cont.)

Remember that the internal audit function should be
Independent from the activities it audits and should report to the
highest level of management, often directly to the board of
directors or audit committee.



Importance of an Effective Internal

Audit Function in Banking

* Risk management

* Internal control evaluation

* Fraud detection and prevention
« Compliance




Importance of an Effective Internal

Audit Function in Banking (Cont.)

» Operational improvement
* Governance

* Objectivity

» Confidence



Key Components of an Effective

Internal Audit Function

* Tone at the top

« Competent team

* Risk-based Audit Plan
 Clear Audit Charter

 Effective communication /Seat at the Table / Regular
Communication

 Quality Assurance and Improvement Program (QAIP) and
Quality Assurance Review (QAR)

. * Role of technology in internal audit @



Key Components of an Effective

Internal Audit Function

* Role of technology in internal audit
 Independence and objectivity
« Strong Support from Executive Management

 Training and Development and Update on Regulatory
Changes and Industry Trends

* Program for Follow-Up on Audit Findings

. ®)



Key Components of an Effective

Internal Audit Function

* Independence Considerations
o Reporting Structure
o Involvement in Operations
o Personal Relationships
o Rotation of Assignments
o Compensation Structure
o Access to Information
o Resource Constraints

. ®)



Key Components of an Effective

Internal Audit Function (Cont.)

Challenges in implementing an effective internal audit function
« Resistance from management
« Maintaining independence
« Keeping up with technological changes
* Costs

. ®)



Corporate Governance



Corporate Governance Key Components

» Board of directors

» Shareholders

* Executive management

» Code of conduct and ethics
* Risk management

. ®)



Corporate Governance

Key Components (Cont.)

* Internal controls

* Transparency and disclosure
« Accountabillity

 Stakeholder engagement

. ®)



How does corporate
governance enhance or
assist the internal audit

function?



Corporate Governance > Internal Audit

Corporate Governance |Internal Audit

Promotes expectation of transparency and

e A Eae o) accountability
Establishes internal audit’'s role in
Oversight protecting stakeholders and safeguarding

assets

Supports internal audit’s role to assess
operational controls

Manage Risk Allows for internal audit’s input on risk
decisions @

Culture of Compliance



How does internal audit
enhance or assist the
corporate governance
strategy?



Internal Audit > Corporate Governance

Internal Audit Corporate Governance

Assessment of Policies, Controls, Provides assurance to management and board of

and Procedures operational effectiveness
|dentifies opportunities for risk management control
Control Gaps and Deficiencies Improvements and mitigates risks to safeguarding
assets

Promotes ethical behavior and adherence to

Identify Fraud, Waste, and Abuse Code of Conduct

Operational Process Helps foster long-term growth across the
Improvements organization

Formal Reporting with Responses Improves engagement between stakeholders @
19



What can the board do to
» ensure the effectiveness of
internal audit?



Key Actions

* Appoint qualified chief audit executive or audit director
 Establish and approve a formal audit charter

* Be engaged In the audit process

* Ensure adequate resources are provided

* Promote collaboration

 Periodic independent assessments

. ®)



What are you finding has
worked well with
overseeing and maintaining

an effective internal audit
function?
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Questions?

Chris Wetzel, Director

(509) 777-0168
chris.wetzel@mossadams.com

Noory Song, Senior Manager

(949) 517-9475
noory.song@mossadams.com

Thank you!




The material appearing in this presentation is for informational purposes only and should not be construed as
advice of any kind, including, without limitation, legal, accounting, or investment advice. This information is not
intended to create, and receipt does not constitute, a legal relationship, including, but not limited to, an
accountant-client relationship. Although this information may have been prepared by professionals, it should
not be used as a substitute for professional services. If legal, accounting, investment, or other professional
advice is required, the services of a professional should be sought.

Praxity does not practice the profession of public accountancy or provide audit, tax, consulting or other
professional services. Services are delivered by member firms, which are independent separate legal entities.
The Alliance does not constitute a joint venture, partnership or network between patrticipating firms and Praxity

does not guarantee the services or the quality of services provided by participating firms. Praxity is not a
‘network’ within the meaning of the IESBA Code of Ethics. Praxity is organised as an international not-for-profit
entity under Belgian law with its registered office in Belgium. Praxity has its registered administrative office at
Suite 2, Beechwood, 57 Church Street, Epsom, Surrey KT17 4PX, UK. which is operated under Praxity -
Global Alliance Limited (company number: 07873027), a limited by guarantee company registered in England
and Wales.

Assurance, tax, and consulting offered through Moss Adams LLP. ISO/IEC 27001 services offered through

Moss Adams Certifications LLC. Investment advisory offered through Moss Adams Wealth Advisors LLC.
©2024 Moss Adams LLP
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