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What is the Purpose of Internal Audit?

Internal auditing is:

An independent, objective assurance and advisory service
designed to add value and improve an organisation’s
operations. It helps an organisation accomplish its objectives
by bringing a systematic, disciplined approach to evaluate
and improve the effectiveness of governance, risk

management and control processes.
Source: Global Internal Audit Standards ‘Glossary’

The purpose of internal auditing is to strengthen the
organisation’s ability to create, protect and sustain value by
providing the board (audit committee) and management with
independent, risk-based and objective assurance, advice,
insight and foresight.

Internal audit’s evolving role goes beyond identifying what
needs to be fixed — it helps shape what comes next. By
shifting from a retrospective focus to one of foresight,
internal audit positions itself as a catalyst for
continuous improvement, ethical stewardship
and strategic assurance.

» 1960s to 1980s
« Focus: compliance
- Aim: detect

mistakes

Internal audit enhances the organisation’s:

- Successful achievement of its objectives

- Governance, risk management and control processes
- Decision-making and oversight

- Reputation and credibility with its stakeholders

- Ability to serve the public interest.
Source: Global Internal Audit Standards ‘Purpose of Internal Auditing’

Today’s audit committees and executive leaders expect more
than retrospective reporting — they welcome forward-looking
insights and meaningful contributions from internal audit. This
calls for a shift in mindset — from merely identifying problems to
actively solving them in partnership with management. Internal
audit must evolve into a strategic partner, adding value across
the organisation by anticipating risks and shaping better
outcomes. While traditionally grounded in hindsight, business
imperatives now challenge internal audit to operate with
foresight, aligning its work with their organisation’s future
direction.

Value-Based Internal Audit offers an approach to achieve this:

A methodology where internal auditors perform high-quality
forward-looking internal audit services offering meaningful
and impactful foresight actively seeking innovation to
improve an organisation, and doing this objectively from the
client perspective.

What is the Value-Based Internal Audit
Proposition?

Value-Based Internal Audit is a methodology where internal
auditors deliver high-quality, forward-looking services that
provide meaningful and impactful insights. It emphasises
innovation / strategic alignment / objectivity — viewed from the
client’s perspective. This approach integrates assurance /
advisory / insight / foresight roles to support better organisation
outcomes.

The evolution of internal auditing over the last half-century is
illustrated in the diagram below, with further details contained in
the lIA-Australia Factsheet ‘Internal Audit Evolution’. The
services focus is explained in the lIA-Australia White Paper
‘Internal Audit Service Catalogue’.
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Risk-based

Value-based

Value is defined as something important and beneficial to the
target audience — not limited to financial return, but
encompassing anything that contributes to improved
performance / decision-making / stakeholder confidence.

Key elements of the Value-Based Internal Audit philosophy are
shown in the diagram on the next page and expanded upon in
the commentary in the lIA-Australia publication ‘Internal Audit
Excellence Framework: Value-Based Internal Audit’.

For more information, please call +61 2 9267 9155 or visit www.iia.org.au
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+ Regulatory [ Policy Environment
+ Strategic Business Alignment / Foresight

Demonstrating foresight
and communicating value

« Integrated Assurance Reporting

+ Audit Committee Reporting

» Thematic / Foresight Reporting

+ Internal Audit Annual Report

+ Management Action Implementation
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Leveraging technology
for enhanced assurance
and advice
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+ Internal Audit Strategy / Scenario Planning
+ Stakeholder Partnership
+ Key Agent of Change

+ Mandate [ Charter [ Independence
+ Structure / Operating Model

+ Methodology

+ Performance Reporting

Building the next generation
team to stay in front

. D!g!tal Enablement Plan - Internal Audlt . Intema_l_Audit Employer of Choice
« Digital Enablement Capability + Capability Development
Excel Ience + People Performance Management

Cultivating excellence
and exceptional talent

+ Innovation / Proof of Concept

+ Artificial Intelligence Empowerment
- Centres of Excellence

+ Talent Incubation

+ Professional Standards / Quality

+ Continual Stakeholder Feedback

Framework

Internal Audit Leadership
The chief audit executive is responsible for
effective internal audit leadership

Culture / Ethics
= Career & Succession Planning

Delivering dynamic and
agile internal audit

+ Dynamic and Continual Risk Assessment
+ Integrated Assurance Strategy

« Internal Audit Plan / Value Proposition

- Service Catalogue

+ Resource Model

« Service Delivery Imperatives

« Technology Assurance

Governance [ Risk [ Compliance [ Assurance Environment
Environment of an organisation within
which internal audit operates
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Value-Based Internal Audit is important because internal audit
needs to demonstrate its budget is well-spent and its work
provides value to its organisation. This means all internal audit
activities need to have clear linkage to the organisation
strategy / values / objectives / risks. Stakeholders increasingly
expect internal audit to go beyond compliance and control
testing to:

> Anticipate risks
> Influence change

>  Contribute to the organisation’s success.

Adopting a Value-Based Internal Audit approach helps internal
audit functions remain relevant / responsive / resilient in the
face of:

> Afluid and complex risk environment

> Rapid technological change

» Resourcing and capability pressures

> Evolving stakeholder expectations

> The need for greater agility and foresight

» Implementation of more robust professional standards

Why Consider Value-Based Internal Audit?

Chief audit executives are subject to a lot of change.

The IIA-Australia publication ‘Internal Audit Excellence
Framework: Value-Based Internal Audit’ is a tool that forward-
thinking chief audit executives might consider when seeking
to improve their internal audit efficiency / methods / service
offerings.

A number of components should already form part of an
internal audit function business-as-usual operating model.
Using the publication’s maturity assessment model can help to
ascertain which components may already be covered or can
be enhanced.

Resourcing pressure may mean chief audit executives prefer
to implement all or part of the framework. It can be fully
implemented as a project or implemented by individual
components. The maturity assessment model incorporated
into the publication allows chief audit executives to assess
their internal audit function and determine where they rate in
the internal audit excellence continuum.

An important consideration will be to make sure internal audit
has buy-in and support from their audit committee and
executive management before embarking on these activities.

For more information, please call +61 2 9267 9155 or visit www.iia.org.au
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Conclusion

Many internal audit functions continue to operate with a static,
one-size-fits-all approach — focused on retrospective reporting
and limited in scope. This constrains their ability to demonstrate
value or adapt to evolving organisation needs.

There are many internal audit functions content to meander
along, delivering the same type of internal audit service and
one-dimensional planning and delivery approach of ‘one-size-
fits-all’ internal audit engagements. There are many internal
audit functions that cannot bring themselves to provide
balanced reporting of satisfactory performance in addition to
what needs remediating.

Today’s audit committees and executive leaders expect more.
They seek a strategic partnership with internal audit — one that
delivers insight / foresight / practical solutions. Meeting this
expectation requires a shift in mindset — from being a problem
finder to becoming a problem solver. Value-Based Internal
Audit supports this transformation by embedding innovation /
relevance / impact into every internal audit service. Internal
audit needs to be adding value with everything it does.

Value-Based Internal Audit is designed to achieve internal audit
excellence. It provides a scalable, future-focused methodology
for achieving internal audit excellence — applicable to small,
medium and large internal audit functions alike.

By delivering high-quality, forward-looking services grounded in
objectivity, innovation and strategic alignment, internal audit
can meaningfully enhance:

> Organisation performance and achievement of objectives
> A values-driven culture of accountability

» Governance / risk management / compliance / control
maturity

> Evidence-based decision-making and oversight
> Stakeholder trust and organisational credibility

> Public value and service delivery outcomes.

The journey to excellence begins with a commitment to evolve
- from assurance provider to strategic partner.
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