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International Professional Practices Framework
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The Mission of Internal Audit

 First, the existing Definition of Internal Auditing ...

“Internal auditing is an independent, objective
assurance and consulting activity designed to
add value and improve an organization's

operations. It
Its objectives
disciplined ap

nelps an organization accomplish
Oy bringing a systematic,

oroach to evaluate and improve the

effectiveness of risk management, control, and

governance processes.”
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The Mission of Internal Audit

The Definition is about what Internal Audit Is
and how It does It.

A Mission adds to the IPPF what Internal
Audit aspires to achieve ...
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The Mission of Internal Audit

International Professional
Practices Framework

The addition of a:
Mission of Internal Audit

Core Principles

Definition Code
of Ethics
Standards

Implementation Guidance

“To enhance and protect
organizational value by
providing risk-based and
objective assurance,
advice and insight.”
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Guidance
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The 10 Core Principles

The Principles were added to articulate what
Effective Internal Auditing looks like In
practice

Mission
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Implementation Guidance
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The 10 Core Principles

The Core Principles

Demonstrates integrity
Demonstrates competence and due professional care
Is objective and free from undue influence (independent)

Aligns with the strategies, objectives and risks of the
organization

|s appropriately positioned and adequately resourced
Demonstrates gquality and continuous improvement
Communicates effectively
Provides risk-based assurance !
s insightful, proactive, and future-focused G
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Why Revise the Standards?

* Ongoing process—IPPF mandatory guidance
reviewed at least once every three years.
— Last revision to the Standards published in 2013.
— To keep up with the demands of today’s business environment.
— CAEs being asked to accept other roles and responsibilities.

* New IPPF introduced in 2015.

— Included new mandatory guidance, the Core Principles for the
Professional Practice of Internal Auditing.

* |IASB reviewed relationship between the Standards
and the Core Principles.

— Proposed changes better highlight the relationship.
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Key Changes to the
Standards
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Overview of Changes to the Standards

New standards to address:

Chief audit executives taking on roles and responsibilities beyond internal
auditing.

Potential objectivity-impairing situation of performing assurance role after
previous consulting role.

Updates to existing standards to clarify requirements:

Relationship between new Core Principles, such as “Is insightful, proactive
and future-focused,” and the Standards.

Quality assessment and improvement program.
Communications between CAE, the board, and senior management.
Scope of EQA: must opine on conformance with Standards and Code.
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Overview of Changes to the Standards

Updates to the Introduction to the Standards:

Clarify that the Standards, together with the Code of Ethics,
encompass mandatory elements.

Conformance with the Code of Ethics and Standards demonstrates
conformance with all mandatory elements.

Modifications to enhance the flow and clarify the introduction

Updates to Standards Glossary:

Added definition of Core Principles.
Modified definition of Board.
Modified definition of IPPF.
Modified definition of CAE.
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Standard 1000: Purpose, Authority, and Responsibility

1000 — Purpose, Authority, and Responsibility

The purpose, authority, and responsibility of the internal audit activity must be
formally defined in an internal audit charter, consistent with the Mission of
Internal Audit and the mandatory elements of the International Professional
Practices Framework (the Core Principles for the Professional Practice of
Internal Auditing, the Code of Ethics, the Standards, and the Definition of
Internal Auditing). The chief audit executive must periodically review the
internal audit charter and present it to senior management and the board for
approval.
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Standard 1112: CAE Roles Beyond Internal Auditing

Addition of new Standard 1112
1112 — Chief Audit Executive Roles Beyond Internal Auditing

Where the chief audit executive has or is expected to have roles and/or responsibilities
that fall outside of internal auditing, safequards must be in place to limit impairments to
independence or objectivity.

Interpretation:

The chief audit executive may be asked to take on additional roles and responsibilities
outside of internal auditing, such as responsibility for compliance or risk management
activities. These roles and responsibilities may impair, or appear to impair, the
organizational independence of the internal audit activity or the individual objectivity of
the internal auditor. Safequards are those oversight activities, often undertaken by the
board, to address these potential impairments, and may include such activities as
periodically evaluating reporting lines and responsibilities and developing alternative
processes to obtain assurance related to the areas of additional responsibility.
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Standard 1130.A3

Addition of new implementation standard for assurance under 1130:

1130 — Impairment to Independence or Objectivity

1130.A3 The internal audit activity may provide assurance services where it
had previously performed consulting services, provided the nature of the
consulting did not impair objectivity and provided individual objectivity is
managed when assigning resources to the engagement.
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Standard 2010: Planning

Changes to the interpretation of Standard 2010:

2010 — Planning

The chief audit executive must establish a risk-based plan to determine the
priorities of the internal audit activity, consistent with the organization’s goals.

Interpretation:

To develop the risk-based plan, the chief audit executive consults with senior
management and the board and obtains an understanding of the organization’s
strategies, key business objectives, associated risks, and risk management
processes. The chief audit executive must review and adjust the plan, as
necessary, in response to changes in the organization’s business, risks,
operations, programs, systems, and controls.
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Standard 2060: Repbrting to Senior

Management and the Board

2060 — Reporting to Senior Management and the Board

The chief audit executive must report periodically to senior management and the board on the internal audit
activity’s purpose, authority, responsibility, and performance relative to its plan and on its conformance with
the Code of Ethics and the Standards. Reporting must also include significant risk and control issues,
including fraud risks, governance issues, and other matters that require the attention of senior management
and/or the board.

Interpretation:

The frequency and content of reporting are determined collaboratively by the chief audit executive, senior
management, and the board. The frequency and content of reporting depends on the importance of the
information to be communicated and the urgency of the related actions to be taken by senior management
and/or the board.

The chief audit executive’s reporting and communication to senior management and the board must include
information about:
* The audit charter.
 Independence of the internal audit activity.
* The audit plan and progress against the plan.
« Resource requirements.
* Results of audit activities.
* Conformance with the Code of Ethics and the Standards, and action plans to address any
significant conformance issues.
» Management'’s response to risk that, in the chief audit executive’s judgment, may be
unacceptable to the organization.

These and other chief audit executive communication requirements are referenced throughout the Standards.
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Glossary Term: Board

Board

The highest level governing body (e.g., a board of directors, a supervisory
board, or a board of governors or trustees) charged with the responsibility to
direct and/or oversee the organization’s activities and hold senior management
accountable. Although governance arrangements vary among jurisdictions and
sectors, typically the board includes members who are not part of
management. If a board does not exist, the word “board” in the Standards
refers to a group or person charged with governance of the organization.
Furthermore, “board” in the Standards may refer to a committee or another
body to which the governing body has delegated certain functions (e.qg., an
audit committee).
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Next Steps: Future of the IPPF

Next Steps:

Revised Standards Released October 1, 2016.
Implementation Guides completed by December 2016.
Revised Standards become effective January 1, 2017.
Translations of 2017 Standards by January 1, 2017.
New 2017 IPPF (Redbook) available 1Q 2017.

New QA manual available 2Q 2017.

Certifications: Exam Questions no earlier than July 1, 2017.
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Thank You!

Questions?
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