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The Institute of Internal Auditors (IlA) released the revised Global Internal Audit Standards on 9 January
2024, aftera four-year period of consultation. These standards will be effective starting January 2025 and
mark a major advancement in internal audit practices aiming to bring clarity to the role of the function
and reflectthe ever-evolving landscape internal audit operatesin. In this document, we delve into the
new standards and the implications for audit committeesin particular.

The revised standards are structured into five core domains, covering fifteen principles and 54 detailed
standards. The key takeaways for audit committees and board members are summarized below.

A revised purpose for internal audit with less emphasis on developing advisory-based reports and more
focus on assurance, insightand foresight.

An increased focus on governance and the role ofaudit committees in overseeing internal audit.

The expectationto document a forward-looking strategy. While there has always been an expectation to
have an improvement program, it is now meant to include more focus on emerging risks.

| Specific guidance and standards on critical risk areas such as cybersecurity and technology.

Greater emphasis on training, professional development and auditor competence particularly in areas
such as professional skepticism, integrity, objectivity and ethical standards.

Greater requirements to retain evidence to demonstrate conformance with the standards.

Clarified requirements for identifying root causes and prioritizing findings through the
delivery of audit activity.

Focus on the authority of the internal audit functionand where it sits within the organization.

New material on the coordination with, and reliance on, other assurance provider such as compliance,
risk and external audit — including an explicit reference to assurance mapping that states that, if the
internal audit functions uses other control functions, than the roles and responsibilities need to be
appropriately documented in relation to the scope of work.




Governing the internal audit function

The standards have introduced a new section on governing the internal audit function. This addresses the
importance of having appropriate governance arrangementsto enable the internal audit function to be effective.

Specifically, this sets out the requirement for the Chief Internal Auditor (CIA) to work closely with the audit
committee in establishing the internal audit function and positioning itindependently, and to provide information
to the audit committee to enable it to assess its performance.

Updated requirements for the internal audit function under IIA

O Meeting with the audit committee and senior management
@ The new regulation set specific standards to discuss the purpose of internal audit and support the
mandate of the function.

Provision of information

Information must be provided to support and promote the recognition of the internal audit function.
The audit committee needsto meet with the CIA at least annually independent from management.
Also, there is a requirement to approve the internal audit charter, plan, budget and resource

requirements.

N Confirmation of independence
@ The CIA must formally confirm organizational independence annually tothe audit committee. This

includes areaswhere it may have been impactedand the safeguardsimplemented.

o Seniority of the CIA
fergel A requirement for the CIAto support the audit committee in understanding the experience and

qualificationsrequired of the CIA. Thereis an expectation that the audit committee will review the
CIA’s profile and encourage the CIAto pursue continuing professional development andeducation.

Interaction between internal audit and the audit committee

The audit committee is responsible for ensuring that the internal audit function has sufficient
resources, both in terms of staff and capabilities, to fulfil its mandate and to understand how the
internal audit function is fulfilling its mandate. The audit committee must receive sufficient
information to properly challenge the effectiveness of the internal audit function through the quality
assessment and improvement program.

External quality assessment

The CIAmust develop a plan for the external quality assessment and communicate this to the audit
committee. Thereis greater detail here on the considerations for an external quality assessment, as
required by the IIA, andthe selection processes that should be implemented.
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The KPMG Board Leadership Centre offers support and guidance to non-executive directors, whether managinga

portfolionon-executive career orembarking on a firstappointment. We aim to equip youwith thetools you need to
be highly effectiveinyourrole, enabling you to focus on theissues that reallymatter to youand your business.
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