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INTRODUCTION TO THE STANDARDS

Internal auditing is conducted in diverse legal and cultural
environments; for organizations that vary in purpose, size,
complexity, and structure; and by persons within or outside the
organization. While differences may affect the practice of internal
auditing in each environment, conformance with The /IA’s
International Standards for the Professional Practice of Internal
Auditing (Standards) is essential in meeting the responsibilities of
internal auditors and the internal audit activity.

The purpose of the Standards is to:

1. Guide adherence with the mandatory elements of the
International Professional Practices Framework.

2. Provide a framework for performing and promoting a broad
range of value-added internal auditing services.

3. Establish the basis for the evaluation of internal audit
performance.

4. Foster improved organizational processes and operations.
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INTRODUCTION TO THE STANDARDS

The Standards are a set of principles-based, mandatory
requirements consisting of:

e Statements of core requirements for the professional practice
of internal auditing and for evaluating the effectiveness of
performance that are internationally applicable at organizational
and individual levels.

¢ Interpretations clarifying terms or concepts within the
Standards.

The Standards, together with the Code of Ethics, encompass all
mandatory elements of the International Professional Practices
Framework; therefore, conformance with the Code of Ethics and the
Standards demonstrates conformance with all mandatory elements
of the International Professional Practices Framework.

The Standards employ terms as defined specifically in the Glossary.
To understand and apply the Standards correctly, it is necessary to
consider the specific meanings from the Glossary. Furthermore, the
Standards use the word “must” to specify an unconditional
requirement and the word “should” where conformance is expected
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hwiwwwwunwufuwunyeniut wluwynd £ pwgwnnipjwdp unless, when applying professional judgment, circumstances justify
nbwptiph, Gpp dwutwghunwywu nwwnnnyentt Yhpwnbijhu deviation.

hwugwdwupubipt wpnwpwgunud Gu obinnudp:

Unpwitinuwpytibnp Ywqidwsd Bu plnt hpduwluwt dwubiphg The Standards comprise two main categories: Attribute and
PUniewannn b Snpdwnbwlwl unwlnwpuubphg: Punewgnnn Performance Standards. Attribute Standards address the attributes
utnwunwpuubipp ybpwptipnwd Gu ubippht wninhun hpwwuwgunn
Ywqdwybpwnieniuutiph b wudwug punipwgpbpht: Snpdwnuwlwu
uinwunwpuubipp bwpwgpnud Bu ubppht wninhnh gnpdniutinieywu

Enyeyniup bW wwywhnynwd npulwlwt swhwuhoubip, npnugny wyu

of organizations and individuals performing internal auditing.
Performance Standards describe the nature of internal auditing and
provide quality criteria against which the performance of these
services can be measured. Attribute and Performance Standards

dwnuwniejniuutiph gnpdntutinieyniup Ywpnn £ guwhwwnyb: apply to all internal audit services.

Runiypwagpnn W Snpdwnuwywu unwunwpunubpp ybpwpbipnud Gu
ubppht wnwnhwinh pninp dwnwjnientuubphu:

Yhpwnwlwu unwunwnpwuubpp nwpwdynud tu Punewagpnn W Implementation Standards expand upon the Attribute and
Qnpdwnuwlwu unwunwpwnubph Jpw' ywhwugubp ubpyuwjwgutin  Performance Standards by providing the requirements applicable to
Cwywunhwgdwi (€) b lunphpnwundwlwt (Fu) dwnwnieintuttph assurance (.A) or consulting (.C) services.

uywundwdp:

Cwywunhwgdwt dwnwjnipintutbpp ubpwnnud Gu ukpphu Assurance services involve the internal auditor’s objective
wninhnnph Ynndhg thwuwnbiph wuynnduwyw| guwhwundwu assessment of evidence to provide opinions or conclusions
dhongny npnawlh Yuwqdwybipwniejwu, gnpdpupwgh, regarding an entity, operation, function, process, system, or other

ghpdwnuniejwu, hwdwywngh, gnpdwnnyeh Ywd w)| opblnutph subject matters. The nature and scope of an assurance engagement
ybpwpbipjw) Ywpdhpubiph Ywd Ggpwlwgnigjwu npwdwnpnid: are determined by the internal auditor. Generally, three parties are
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participants in assurance services: (1) the person or group directly
involved with the entity, operation, function, process, system, or
other subject matter — the process owner, (2) the person or group
making the assessment — the internal auditor, and (3) the person
or group using the assessment — the user.

Consulting services are advisory in nature and are generally
performed at the specific request of an engagement client. The
nature and scope of the consulting engagement are subject to
agreement with the engagement client. Consulting services
generally involve two parties: (1) the person or group offering the
advice — the internal auditor, and (2) the person or group seeking
and receiving the advice — the engagement client. When
performing consulting services the internal auditor should maintain
objectivity and not assume management responsibility.
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Uypwtinwpiptpp nwpwdynud Gu b wnwudhu ubipphu The Standards apply to individual internal auditors and the internal
wntnhinnpubiph U pb Ubpphu wninhuinh gnpdniutinuegjwu Yypw: Pninp  audit activity. All internal auditors are accountable for conforming
ubippht wnwihunnputipp Wwwnwufuwtwwne Gu wuhwwnwywu with the Standards related to individual objectivity, proficiency, due
wlwswnnijwup, thnpdwnnigjwup, dwulwghnwwu wwnywb professional care, and the Standards relevant to the performance of

niwnpnizjwup, hpbug woluwwnwupwiht ywpunwlwunyyniuubipp their job responsibilities. Chief audit executives are additionally
Ywwwpdwup Yytipwptipnn Unwunwpunubphtu hGunbbine hwdwn: accountable for the internal audit activity’s overall conformance
Lbppht wninhunh nGlwywpubpp |pwugnighs wywunwufuwbwunnt Gu with the Standards.

ubipphtu wninhwnh gnpdwnnyeh’ Upwinwpgpubppt punhwunip
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Greb ubpphu wnwhwnputiph Ywd ubippht wninhunh gnpdwnnyeh If internal auditors or the internal audit activity is prohibited by law
hwdwwwwnwufuwunieniup Uywinwpippbtinh npng dwubphu or regulation from conformance with certain parts of the

optiupny Ywd wy hpwywywu wlywnbpny wpgbwsd k, wuwyw Standards, conformance with all other parts of the Standards and
Uypwitinwpiptiiph duwgwd pninp dwubipht appropriate disclosures are needed.
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Grt Upwinwpptbpp Yhpwnynw Gu wy hpwywunt dwpdhuubph If the Standards are used in conjunction with requirements issued

Yynndhg pnnupyywsd wwhwugubiph htivn hwdwwbn, ubpphu by other authoritative bodies, internal audit communications may
wntrhuinh hwaybinygnyeniuutipp Yupnn £ updb bwle wyg also cite the use of other requirements, as appropriate. In such a
wwhwueubiph Yppwnnwdp: Wu nbiwpnid, Grb ubppht wninhnh case, if the internal audit activity indicates conformance with the

gnhpdwnnyep U2nd £ hwdwwwwnwuluwunyeyniup Uypwbnwppblipht,  Standards and inconsistencies exist between the Standards and
U wnyw Gu hwlwunieniuubip Uypwbnwpipbliph W w)| ywhwugubinh  other requirements, internal auditors and the internal audit activity
dhole, ubipphtu wininhwnnputipp W ubippht wnwhunp gnpdwnnyep
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whbinp £ hwdwwywwnwuluwubu Unpwbnwpiptiinht W upnn Gu must conform with the Standards and may conform with the other
hwdwwwwnwufuwub] w)| ywhwugubphu, Gt npwup wybih fuhuwn requirements if such requirements are more restrictive.
Gu:

Uypwibnwpiptiinh Jepwuwynudu nu dowynudp qwpnibwuyw The review and development of the Standards is an ongoing
gnpdpupwg k: LEpphU wninhnh unwunwpwnubph dhowqguiht process. The International Internal Audit Standards Board engages
funphnipnu hpwlwuwgunwd £ jwjuwdwyw| putwpyndubp b in extensive consultation and discussion before issuing the
funphpnwygnipintutbp dhush Uynwibnwpippbiinh pnnuipynudp: Standards.

Uw tbpwnnud £ wotuwphny d6Y hwuwpwwlwu Yupdhph This includes worldwide solicitation for public comment through the
hwywpwgpnud bwiuwgdwihu gnpdpupwgh dhongny: Fninp exposure draft process. All exposure drafts are posted on The II1A’s
Uwluwgdtpp wnbnwnpynw Gu LUD Yuwypnid, huswbu twl website as well as being distributed to all llA institutes.

wnpwdwnpynt Gu pninp LUP huunhwnnunubippu:

Uypwinwpipbiinh Jtpwptipjw) wnwowplubipu nu Suggestions and comments regarding the Standards can be sent to:
dauwpwunignwuubipp Ywnbih § ninuipyt) hbnlyw) hwugbing.
The Institute of Internal Auditors The Institute of Internal Auditors
Standards and Guidance Standards and Guidance
247 Maitland Avenue 247 Maitland Avenue
Altamonte Springs, FL 32701-4201, USA Altamonte Springs, FL 32701-4201, USA
El. hwughb' guidance@theiia.org Lw)p' www.globaliia.org E-mail: guidance@theiia.org Web:www.globaliia.org
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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.

Interpretation:

The internal audit charter is a formal document that defines the
internal audit activity's purpose, authority, and responsibility. The
internal audit charter establishes the internal audit activity's position
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Lbinppti wininpip Guitintuunpnysinitip uwhdwbnd F bbpppt within the organization, including the nature of the chief audit

wninpuph nhppp Yuquwlbpynypywt tbpunid” bepwnywy beppht
wninhiph nGhwdwph pniulighnbiwy hwpdbipndnnulywinieywl
punypep funphpnht; wwwhnynid £ hwbdbwnnysywip YGpwpbnnn

internal audit activities. Final approval of the internal audit charter
thuwipnbnh, wiistuwljuquh L Shapluwluwt gnyph "
resides with the board.

executive’s functional reporting relationship with the board;
authorizes access to records, personnel, and physical properties

hwuwbbihnysiniap, uwhdwbnd £ bGppht wninhiph

gnpdnibtinipywt ppowtiltiipnp: Lappht wninpinh
Gwbnbwnpnypywt Ybpotiwlywt hwuypwyppnnp Funphnipnt £:

1000.41 - Ywqdwytipwynipjwup dwinnigynn hwjwunhwgdwu 1000.A1 - The nature of assurance services provided to the
dwnwniejniuubiph punypp wtiwp £ uwhdwuywsd |huh ubipphu organization must be defined in the internal audit charter. If
wntnhinh Ywunuwnpnipjwdp: Gt hwjwunhwgdwu assurances are to be provided to parties outside the organization, the
dwnuw)niejniuubipp whwnp £ dwnnigybu Yuqdwybpwnyeniuhg nature of these assurances must also be defined in the internal audit

nnipu ginuynn Ynndbphtu, wwyw npwug punypp unyuwbu wbwnp £ charter.
uwhdwuywd [hup ubipphu wninhwnh Ywunuwnpniejwdp:

1000.tu1 - funphpnwunywlwt dwnwjniginiutph punypep wtwp £ 1000.C1 - The nature of consulting services must be defined in the
uwhdwuywsd hup ubipphu wninhnh Yuwunuwnpniejwdp: internal audit charter.
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ATTRIBUTE STANDARDS

1010 - Recognizing Mandatory Guidance in the Internal Audit
Charter

The mandatory nature of the Core Principles for the Professional
Practice of Internal Auditing, the Code of Ethics, the Standards, and
the Definition of Internal Auditing must be recognized in the internal
audit charter. The chief audit executive should discuss the Mission of
Internal Audit and the mandatory elements of the International
Professional Practices Framework with senior management and the
board.

1100 - Independence and Objectivity

The internal audit activity must be independent, and internal auditors
must be objective in performing their work.

Interpretation:

Independence is the freedom from conditions that threaten the ability
of the internal audit activity to carry out internal audit responsibilities
in an unbiased manner.

To achieve the degree of independence necessary to effectively carry
out the responsibilities of the internal audit activity, the chief audit
executive has direct and unrestricted access to senior management
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ATTRIBUTE STANDARDS

and the board. This can be achieved through a dual-reporting
relationship. Threats to independence must be managed at the
individual auditor, engagement, functional, and organizational levels.

Objectivity is an unbiased mental attitude that allows internal auditors
to perform engagements in such a manner that they believe in their
work product and that no quality compromises are made.

Objectivity requires that internal auditors do not subordinate their
judgment on audit matters to others.

Threats to objectivity must be managed at the individual auditor,
engagement, functional, and organizational levels.

1110 - Organizational Independence

The chief audit executive must report to a level within the organization
that allows the internal audit activity to fulfill its responsibilities. The
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chief audit executive must confirm to the board, at least annually, the
organizational independence of the internal audit activity.

Interpretation:

Organizational independence is effectively achieved when the chief
audit executive reports functionally to the board. Examples of
functional reporting to the board involve the board:

e Approving the internal audit charter;

o Approving the risk based internal audit plan;

e Approving the internal audit budget and resource plan;

e Receiving communications from the chief audit executive on the
internal audit activity’s performance relative to its plan and other
matters;

e Approving decisions regarding the appointment and removal of
the chief audit executive;
e Approving the remuneration of the chief audit executive; and
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e Making appropriate inquiries of management and the chief audit
executive to determine whether there are inappropriate scope or
resource limitations.

1110.A1 - The internal audit activity must be free from interference in
determining the scope of internal auditing, performing work, and
communicating results. The chief audit executive must disclose such
interference to the board and discuss the implications.

1111 - Direct Interaction with the Board

The chief audit executive must communicate and interact directly with
the board.

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, safeguards must be
in place to limit impairments to independence or objectivity.
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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. Safeguards 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.

1120 - Individual Objectivity

Internal auditors must have an impartial, unbiased attitude and avoid
any conflict of interest.
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Interpretation:

Conflict of interest is a situation in which an internal auditor, who is
in a position of trust, has a competing professional or personal
interest. Such competing interests can make it difficult to fulfill his or
her duties impartially. A conflict of interest exists even if no unethical
or improper act results. A conflict of interest can create an
appearance of impropriety that can undermine confidence in the
internal auditor, the internal audit activity, and the profession. A
conflict of interest could impair an individual's ability to perform his
or her duties and responsibilities objectively.

1130 - Impairment to Independence or Objectivity

If independence or objectivity is impaired in fact or appearance, the
details of the impairment must be disclosed to appropriate parties.
The nature of the disclosure will depend upon the impairment.
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Interpretation:

Impairment to organizational independence and individual objectivity
may include, but is not limited to, personal conflict of interest, scope
limitations, restrictions on access to records, personnel, and properties,
and resource limitations, such as funding.

The determination of appropriate parties to which the details of an
impairment to independence or objectivity must be disclosed is
dependent upon the expectations of the internal audit activity’s and
the chief audit executive’s responsibilities to senior management and
the board as described in the internal audit charter, as well as the
nature of the impairment.

1130.A1 - Internal auditors must refrain from assessing specific
operations for which they were previously responsible. Objectivity is
presumed to be impaired if an internal auditor provides assurance
services for an activity for which the internal auditor had responsibility
within the previous year.
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1130.A2 - Assurance engagements for functions over which the chief
audit executive has responsibility must be overseen by a party outside
the internal audit activity.

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.

1130.C1 - Internal auditors may provide consulting services relating to
operations for which they had previous responsibilities.

1130.C2 - If internal auditors have potential impairments to
independence or objectivity relating to proposed consulting services,
disclosure must be made to the engagement client prior to accepting
the engagement.
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1200 - Proficiency and Due Professional Care

Engagements must be performed with proficiency and due
professional care.

1210 - Proficiency

Internal auditors must possess the knowledge, skills, and other
competencies needed to perform their individual responsibilities. The
internal audit activity collectively must possess or obtain the
knowledge, skills, and other competencies needed to perform its
responsibilities.

Interpretation:

Proficiency is a collective term that refers to the knowledge, skills, and
other competencies required of internal auditors to effectively carry out
their professional responsibilities. It encompasses consideration of
current activities, trends, and emerging issues, to enable relevant
advice and recommendations. Internal auditors are encouraged to
demonstrate their proficiency by obtaining appropriate professional
certifications and qualifications, such as the Certified Internal Auditor
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designation and other designations offered by The Institute of Internal
Auditors and other appropriate professional organizations.

1210.A1 - The chief audit executive must obtain competent advice and
assistance if the internal auditors lack the knowledge, skills, or other
competencies needed to perform all or part of the engagement.

1210.A2 - Internal auditors must have sufficient knowledge to evaluate
the risk of fraud and the manner in which it is managed by the
organization, but are not expected to have the expertise of a person
whose primary responsibility is detecting and investigating fraud.

1210.A3 - Internal auditors must have sufficient knowledge of key
information technology risks and controls and available technology-
based audit techniques to perform their assigned work. However, not
all internal auditors are expected to have the expertise of an internal
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auditor whose primary responsibility is information technology
auditing.

1210.C1 - The chief audit executive must decline the consulting
engagement or obtain competent advice and assistance if the internal
auditors lack the knowledge, skills, or other competencies needed to
perform all or part of the engagement.

1220 - Due Professional Care

Internal auditors must apply the care and skill expected of a
reasonably prudent and competent internal auditor. Due professional
care does not imply infallibility.

1220.A1 - Internal auditors must exercise due professional care by
considering the:

e Extent of work needed to achieve the engagement’s
objectives;
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o Relative complexity, materiality, or significance of matters to
which assurance procedures are applied;

e Adequacy and effectiveness of governance, risk
management, and control processes;

e Probability of significant errors, fraud, or noncompliance;
and
e Cost of assurance in relation to potential benefits.

1220.A2 - In exercising due professional care internal auditors must
consider the use of technology-based audit and other data analysis
techniques.

1220.A3 - Internal auditors must be alert to the significant risks that
might affect objectives, operations, or resources. However, assurance
procedures alone, even when performed with due professional care,
do not guarantee that all significant risks will be identified.
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1220.C1 - Internal auditors must exercise due professional care
during a consulting engagement by considering the:

o Needs and expectations of clients, including the nature, timing,
and communication of engagement results;

o Relative complexity and extent of work needed to achieve the
engagement’s objectives; and

e Cost of the consulting engagement in relation to potential benefits.

1230 - Continuing Professional Development

Internal auditors must enhance their knowledge, skills, and other
competencies through continuing professional development.
1300 - Quality Assurance and Improvement Program

The chief audit executive must develop and maintain a quality
assurance and improvement program that covers all aspects of the
internal audit activity.
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UtYuwpwunipjniu Interpretation:

MNnwlp hwywuiphwgdwt b pwpbpuydwt Spwaghpp uipptinddws k A quality assurance and improvement program is designed to enable
Uwnwunwnpwnubphu tbppht wninpiph gnpéniibinyeywt an evaluation of the internal audit activity’s conformance with
hwiwywypwupiwtngemip, puswbu bwl tbppht wninhynpbbpp Standards and an evaluation of whether internal auditors apply the

. Code of Ethics. The program also assesses the efficiency and
Yrndhg Etehluyh Yuitintibnh Yapuinnudp qlwhuiptin. huduwp: effectiveness of the internal audit activity and identifies opportunities

opwaqppp bwl qiuhwipnud F blpppt wnnpyh gnpdwnnysh for improvement. The chief audit executive should encourage board
wiprymbwiipniggniits ne bupuigpulyuyinyegnitip b puguhuyyinud [ oversight in the quality assurance and improvement program.
pwpbjuwddwb htwpwynpnyginiitlipp: Lappht wninpyph

nbhwdwpp whipp £ pupwpuniuh finphpnh Jbpwhulnidp npwlp
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1310 - Npwyh hwjwuwmhwgdiw b pwpbpuydwu Spwgph 1310 - Requirements of the Quality Assurance and Improvement
wwhwugubp Program

Npwyh hwywuwnmhwgdwu nt pwpbjwydwu dpwaghpp wtivp The quality assurance and improvement program must include both
ubpwnh L ubippht W wpunwpht quwhwwnnudubp: internal and external assessments.

1311 - LEpphtu quwhwwnnd 1311 - Internal Assessments

Lbpphtu quwhwwnnudubpp whivp E ubpwnbu. Internal assessments must include:

e ubipphu wntnhwnh gnpdénLubinLjwu owpniuwlwlwu e  Ongoing monitoring of the performance of the internal audit
dnupwnppugp, activity; and
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e Periodic self-assessments or assessments by other persons within
the organization with sufficient knowledge of internal audit
practices.

Interpretation:

Ongoing monitoring is an integral part of the day-to-day supervision,
review, and measurement of the internal audit activity. Ongoing
monitoring is incorporated into the routine policies and practices used
to manage the internal audit activity and uses processes, tools, and
information considered necessary to evaluate conformance with the
Code of Ethics and the Standards.

Periodic assessments are conducted to evaluate conformance with the
Definition of Internal Auditing, the Code of Ethics, and the Standards.

Sufficient knowledge of internal audit practices requires at least an
understanding of all elements of the International Professional
Practices Framework.
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1312 - External Assessments

External assessments must be conducted at least once every five years
by a qualified, independent assessor or assessment team from outside
the organization. The chief audit executive must discuss with the
board:

e The form and frequency of external assessment.

e The qualifications and independence of the external assessor or
assessment team, including any potential conflict of interest.

Interpretation:

External assessments may be accomplished through a full external
assessment, or a self-assessment with independent external validation.
The external assessor must conclude as to conformance with the Code
of Ethics and the Standards; the external assessment may also include
operational or strategic comments.

A qualified assessor or assessment team demonstrates competence in
two areas: the professional practice of internal auditing and the
external assessment process. Competence can be demonstrated
through a mixture of experience and theoretical learning. Experience
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Gwquwlybpwniginiutipnid U inGlutihuwlwt hwpgbiphg upnwgyws
thnpdt wybih wnpdbpwinp £, pwt wwlwu hwdwwwypwupiwtb
thnpép: Ybwhwipdwt phdp nbupnid ns pninp wbnwdbbpp wpnn
G nibtiwy wwhwbeynn hdippnygyniitiinp; phdp, nnwbu
wdpnnowlwb dhwynp, wbpp £ huh npwlwynpdws: Leppht
wninhiph nbhwdwpp Yyppwnnd b dwutiughipwlyut nwigppnnniysnit,
Gpp quiwhwppnid £, pl wpnynp quwhwypnnp Yud quwhwypnn phdp
npulinnnid GU npwwynpdwt pwywpwn hdipnysynib:

Ublwp quwhwipnnp Ywd quwhwinnn phdp swbipp b nibGbw
thwutpwgh Yuwd pdwgyuy 2whtiph pwpunid b swbigp £ hup wyb
Gwquwlybpwnipywt dwup (Gud qipbdh huynnnipywt ynwly), npht
wuwipwbnid £ bipppht wninpiph gnpdwnnypp: Uthpwdbyy £, np
ubinpht wninpuph nbluwdwpp fupwpuniup funphpnp Japwhulnudp
wnypwpht quwhuwgpdwt bywndwdp' pywgywy hud wnipnbtighw
owhbpp pwhunidp bwqbigubyne hwdwn:

1320 - Npwyp hwjwumhwgdwt b pwpbpwydw dpwgpp
hwyybtwnynnulwunipniu

Lbinphu wininhwnh nlwywpp wbinp £ gnpdwnhp
ntywywpnyjwuu nt fjunphpnhtu ubpyujwguh Npwyh
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ATTRIBUTE STANDARDS

gained in organizations of similar size, complexity, sector or industry,
and technical issues is more valuable than less relevant experience. In
the case of an assessment team, not all members of the team need to
have all the competencies; it is the team as a whole that is qualified.
The chief audit executive uses professional judgment when assessing
whether an assessor or assessment team demonstrates sufficient
competence to be qualified.

An independent assessor or assessment team means not having either
an actual or a perceived conflict of interest and not being a part of, or
under the control of, the organization to which the internal audit
activity belongs. The chief audit executive should encourage board
oversight in the external assessment to reduce perceived or potential
conflicts of interest.

1320 - Reporting on the Quality Assurance and Improvement
Program

The chief audit executive must communicate the results of the quality
assurance and improvement program to senior management and the
board. Disclosure should include:
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hwywuwnhwgdwu b pwpbwydwu dpwgnph wpnyniupubpp:

Pwgwhwjinnwip whwp £ ubpwnh.

e Uublipphu L wpunwphu qguwhwwnnwubph 2powtwlyu nu
wwppbpwlwunipniup,

e quwhwuwnn(ubp)h npwywynpnudubpu nu wulwfuniyeyniup'
ubpwnjw| owhbiph ynwnbughw| pwjunup,

e qUwhwwnnubtiph Ggpwlwgnieniuubipp,

e gnpoénnnipjniuutiph dpwahpp:

UbkYuwpwunipiniu

Npnwip hwywuphwgdwt b pwpbpugdwt dpwagph wpryniipbbinh

bbpluywgdwt dup, pndwinwynysnitop b hwdwpiwlywbnysniup

npnadmd £ gnpdwnpp nbwdwpnuyeywi i pinphpnp htiy

ptutwnplynidubph dhongny b hwpdhp L wntinid lipphti wninpipp

gnpéwnnyph b bppht wninpiph nbljwduiph
wuwpnpwlwbnigynittiinpn, npntip tpdwé Gu bippht wninppp
Gwbnbwnpnypywt dbe: Ephlugh Yuwlnttbphti U Unwunwnwnubphu
hwdwwwipwupawbnysnitp gnigunpbyne buywipwlyny wpgpwpht b
wuwppbpwlwb tbppht guwhwipniduinh wpryniupblinp
bbpluywgynid 6o bdwb hwudbtwnnysiniatibnt hppwywbwgtbynig
htiin, huly pwpnibwlwlywl dnbpypnphtigh wpryniiptlipp’
wnbdwqt qnwpht J&4: Upnynitptbpp bbpwnnid Gu quwhwipnnp
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ATTRIBUTE STANDARDS

e The scope and frequency of both the internal and external
assessments.

e The qualifications and independence of the assessor(s) or
assessment team, including potential conflicts of interest.

e Conclusions of assessors.

o Corrective action plans.

Interpretation:

The form, content, and frequency of communicating the results of the
quality assurance and improvement program is established through
discussions with senior management and the board and considers the
responsibilities of the internal audit activity and chief audit executive
as contained in the internal audit charter. To demonstrate
conformance with the Code of Ethics and the Standards, the results of
external and periodic internal assessments are communicated upon
completion of such assessments and the results of ongoing monitoring
are communicated at least annually. The results include the assessor’s
or assessment team’s evaluation with respect to the degree of
conformance.
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uwd quwhwypnn pudph bgpuljuwgnieniup'
hwdwwwinwupawbnyeywt wuphbwup Jepwpbpyw:

1321 - “Quiwywwnwufuwund § uppht wninhnp 1321 - Use of “Conforms with the International Standards for the
dwutwghnmwlwtu gnpéniubiniyeywu dhowqquyhu Professional Practice of Internal Auditing”

unwbnwpunubipht” wpnwhwynnipyuwt oquugnpénid Indicating that the internal audit activity conforms with the

Upunwhwjwnieniup, np ubippht wnwnhinh gnpéwnnypu International Standards for the Professional Practice of Internal
hpwlwuwgynwd E Lepphts wninpipp dwutiwghypuwlwt Auditing is appropriate only if supported by the results of the quality
gnpéniibnyeywt Uhowqquiphts upwitinwpyptibppt assurance and improvement program.

hwdwwwwwufuwl, wnbnhu £ dhwju wjt nbwpnid, Gpp npwyh
hwjwuwnhwgdwu b pwpbwydwu dpwgph wpryntupubipp
hwunwwnnd Gu nw:

UbtYuwpwunipyniu Interpretation:

Lbnpht wninhinh gnpdwnnypep hwdwwwipwuppwtund £ Ephluyh  The internal audit activity conforms with the Code of Ethics and the
Gwbnttbppt U Unwunwnpwubphu wyt nbwypnid, Gpp wwwhnynid £ Standards when it achieves the outcomes described therein. The
npwugnid bywpwagnynn wpnynitiptipp: Npuwlp hwdwuiphwgdwt b results of the quality assurance and improvement program include the
pwpbpuwdwl dpwaph wpnyniupbtpp bbpwnnd U pE beppht L results of both internal and external assessments. All internal audit
b’ wppwpht quwhwipnidubph wpryniiptlipp: Pninp bbppht activities will have the results of internal assessments. Internal audit
wninhiph Swnwynipyniutibpp wbpp £ nibGtiwt tlippht activities in existence for at least five years will also have the results of
quwhwipnidubiph wpnynitptbn: Unbguwqb hhtig ypnwph gniniginit external assessments.

niubignn bpphti wninpiph gnpdniulinyeyniip whiyp £ nibGlw bwl

wpnypuwpht guwhwpnmidaliph wpnyniuptbn:
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1322 - Uuhwdwwwwnwuluwuniypjuu pugwhwjnnid

EGpp Ephywih Ywunuubppu Ywd Uypwinwpiptbnht
wuhwdwwwwwufuwuntginiup wgnnd £ ubippht wninhwnp
ghpdwnnyeh punhwuntp 2powtwyh Ywd gnpdniubinejwu ypw,
utippht wninhinh nlwywpp wbinp £ nbintiljwguh
wuhwdwwwwwujuwuniejwu b npw wgnbignyejwu dwuhu
gnhpdwnhp nGYwywnpnipjwuu ni funphpnpt:

ATTRIBUTE STANDARDS

1322 - Disclosure of Nonconformance

When nonconformance with the Code of Ethics or the Standards
impacts the overall scope or operation of the internal audit activity, the
chief audit executive must disclose the nonconformance and the impact
to senior management and the board.
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2000 - Ltpphtu wninhnh gnpéwnnypeh junwyjwpnid

Utinpht wninhunh nblwywpp wbnp £ wpyyniiwybn Yepwng
Ywnwywnph ubpphtu wninhnp gnpdwnnypep’ Gpwsfuwynpbiny, np
wju wndtp E unbindnd Yugqdwybpwniejwu hwdwn:

UbtYuwpwunipyniu

Lbinphti wninpiph gnpdwnnypt wprynibwdbipnpbt junwywnynid

ktpp.

o hpwagnpdymd G ubppht wninpiph ubnbiwnpnipudp
uwhdwbdws bwwpwliant i wwppwlwbnysynitutiGnp,

o wyb hwlwwwipwupuwbnd £ Unwunwpwnubippu,

o npw winwd hwtnhuwgnn wudpp hwdwwwpwupuwbnd Gu
Eppluyh Guwbnbtbppti U Unwunwnwnubipht,

o wyb hwpyp b wnbnd dhippnudtint ne quunquignn futinhptibnp,
npnbp Ywpnn G wqnby fuquwlpwynysywt Ypw:

Ltinphti wninpiph gnpdwnnypt wpdtp b wybjugtnid
Gwquwlybpwnipywip U upw pwhwagnpghn whdwig, tpp hwoih £
wnbnd nwqdwdwpniginiutibpp, wwgpwliupp U nhulbpp,
wnwownlytbn t bbpyuywgtinid Ynpwynpwiphy unwdwpdwb,
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PERFORMANCE STANDARDS
2000 - Managing the Internal Audit Activity
The chief audit executive must effectively manage the internal audit

activity to ensure it adds value to the organization.

Interpretation:

The internal audit activity is effectively managed when:

It achieves the purpose and responsibility included in the internal
audit charter.

e |t conforms with the Standards.

e [ts individual members conform with the Code of Ethics and the
Standards.

e |t considers trends and emerging issues that could impact the
organization.

The internal audit activity adds value to the organization and its
stakeholders when it considers strategies, objectives, and risks; strives
to offer ways to enhance governance, risk management and control
processes; and objectively provides relevant assurance.
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nhuljiph Ywnwdywpdwb U hulynnnysywt gnpdpbipwgtiinh
wdpwwbndwt hwdwp b whwswn Yapyny pppwdwnpnid £
hwdwwwipwuppwl hwdwuiphwgnid:

2010 - Mjwuwynpnd

Linpht wninhinh nEhuiduipp wtinp £ juqdh nhulph dpw
hhduwd dpwghp Yuqdwlbpwnipjwu bwwunwlubphu hwdwhniug
ubippht wninhwinh gnpénwutinipjwu gbpwywnye nituutipnp npnatint
hwdwn:

UbtYuwpwunipyniu

thuliinh Ypw hhduywé dpwghp Juqdbyne bwwippwlyng tippht
wnwnpiph nblywdwpp funphpnuwlgnid £ gnpdwnpp nbljwdwnnyeywt
b funphpnp hty, wwinlybpwgnid £ huqdnid huqdwlbpunysywt
nwquwdwpnyeywt, hhdbwlwl phqbiu bwwpwlbiinh, npwig htp
hwwywé nhuliinh U nhuljiph Ywnwywpdwb gnpdptpwgtbinh
yYbpwpbipjwy: Lapphtr wninpiph nGhwdwnt wihpwdbywpnnysjwt
nbwpmd wtyp £ JGpwiwgh b 2qpiph dpwghpp’ b wwipwufuwl
Gwquwlybpwnipywb gnpdnibbinyaywt, nhulipp,
gnpdwnunieyniutiph, dpwanbiph, hwdwlwnpqbph L
hulynnniiniutiinh thnihnpunipywis:

2010.<1 - Lbipphu wninhwnh hwuduwnnipiniuutiph dpwahpp wbwunp
E hpdujwd (huh wnuwqu mwppu dGYy hpwlywuwgynn
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PERFORMANCE STANDARDS

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.

2010.A1 - The internal audit activity’s plan of engagements must be
based on a documented risk assessment, undertaken at least annually.
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thwuwmwpenpwynpjwsd nhultiph guwhwwndwl ypw: Snpdpupwgnid

whinp £ hwadh wnudh gnpdwnhp nEywdwpniejwu nu funphpnh
ubpnpnudp:

2010.£2 - Lbpphu wninhnh nGlwydwpp' ubpphtu winuphwnp
Ywpdhpubip Ywd wy Ggpwlwgnpintuubp Ywaqdbhu, wbwp £
hwulywuw U hwogh wnuh gnpdwnhp nGywywnpnijwu, funphpnh W
w)[ 2whwgpghn wudwug wlyuywhpubpp:

2010.hu1 - Ubipphtu wninhwnh nGlwywpp wuhpwdbowm E h ufunp
niubuw funphpnwunywywu hwuduwnnieniuubph punniudwu
huwpwynpnieinwup, Grb npwup ey Gu tnwihu pupbuybg
nhultph yuwnwywpdwu gnpdpupwgn, juqdwybpwnipjwu
gnpoéwnuniejniuutipp b unbindt| hwybyw| wnpdtp: Cunniugwsd
hwuduwnnipynibutipp wbwp £ ubpwnybu dpwagpnud:

2020 - LEpywywgnd b hwuwmwwnnd

Utinpht wninhwnh nlwywpp gnpdwnpp nblwdwpnipjut nu
funphpnh ptuwpydwut nt hwuwmwwndwup wbwnp £ ubpyuwjwgup
ubippht wnwnhwinh gnpénwutiniejwu dpwghpp W nbunipuubiph
ujwundwdp wwhwuswpyp' wyn pynud twbe bwlwu dhowuljw
thnthnfunipynitutbpp: Lepphu wninhnh nGlwdwpp wbwnp £
ubpywjwgup twl nGunipuutiph uwhdwuwhwldwu hGnbwupubpp:
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PERFORMANCE STANDARDS

The input of senior management and the board must be considered in
this process.

2010.A2 - The chief audit executive must identify and consider the
expectations of senior management, the board, and other
stakeholders for internal audit opinions and other conclusions.

2010.C1 - The chief audit executive should consider accepting
proposed consulting engagements based on the engagement’s
potential to improve management of risks, add value, and improve the
organization’s operations. Accepted engagements must be included in
the plan.

2020 - Communication and Approval

The chief audit executive must communicate the internal audit
activity’s plans and resource requirements, including significant
interim changes, to senior management and the board for review and
approval. The chief audit executive must also communicate the impact
of resource limitations.
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2030 - NGunipuubph junwywpnid 2030 - Resource Management

Lbpphu wninhunp nGlwdwpp wbwnp £ hwjwunhwuw, np ubippht The chief audit executive must ensure that internal audit resources
wntnhwnh nGunipuutipp hwdwnpdbp Gu, pwjwpwp b GU yhpwnynwd  are appropriate, sufficient, and effectively deployed to achieve the

wpryniuwybinnpbu’ hwunmwndwd dpwghpu hpwlwuwgubint approved plan.
hwdwp:
UbtYuwpwunipyniu Interpretation:

Lwdwndtpnypsinitipn ghinbihph, hdypnyeywt U wyy nitbwlynysyniiilph - Appropriate refers to the mix of knowledge, skills, and other
wdpnnonypynitil £, npt wuhpwdtop k dpwaghpt hpwlwbwgbbyne competencies needed to perform the plan. Sufficient refers to the

hwdwp: Pudwpwpnignitip Spwgph ppwwbwgdwt hwdwnp quantity of resources needed to accomplish the plan. Resources are
wuhpwdbyy nbuniputilipnh pwbwlt E: MGuniputiph pwhwagnpdénidp  effectively deployed when they are used in a way that optimizes the
wpryntbwb E hwdwpynid wyt nGwpnid, Gpp npwtig achievement of the approved plan.

ogqinwgnndnidp owiphdwpwgunid £ hwupwindws Spugph

hpwlhwbwgnidp:

2040 - Lwnwpwlwunieyniu b pupuwgwlupgbip 2040 - Policies and Procedures

Lbpphu wninhunp nGlwdwpp wbwnp £ dowyh ubipphtu wninhunp The chief audit executive must establish policies and procedures to
gnpdéniubinyentlu ninnnpnnn pwnwpwwunieinu b guide the internal audit activity.

pURWgwlywngbip:
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UkYuwpwunipyniu

LPwnuwpwlwinysyuwt b ptipwgwlwnpgbnh dub nt
pnywbnwlnygnitip upudwd G bipphti wninpipnh gnpdnitbnyaywt
swithhg nt unnigywéphg, htswbu bwl wypiwgpwipbbinh
pwpnnipntipg:

2050 - Unnpnhuwgnud b Uwwyhtund

Uuhpwdbiown £, np ubippht wninhwnh nGlwdwpp wnbnblwunynyeiniu
thnfuwuwyh, Ynnpnhuwguh gnpdniubinipniup W hwogh wnup
hwywuwnhwgdwu Ywd funphpnwunywywi w) ukpphtu Ywd
wpnwpht dwnwjnigniubbp dwwnnignnubph wotluwwnwuph Ypw
hhduytint huwpwynpnyeyniup® gnpdnnnueyniuubiph Ypyunyeniup
ujwqbtigutiint b wofuwwnmwuputiph ywwowéd pungpyywdniyentu
wuwwhnyGnt bwywwnwyny:

UbkYuwpwunipyniu

QAnpénibiniiniutibpp Ynnpnphtiwgblihu bpphti wninpyph
nbywdwnp Yuwpnn £ hpdadby wy hwdwuphwgdwt hud
funphpnuwinyuwlywt Swnwynigyniutiin dwipnnignnbibph wpfuwyppwipp
yYpw: Uthpwdbion b uipbindty wwwyhtudwt hhdpliph hwdwnpbih
gnpéplpwg, b wuhpwdtyy £, np bbppht wmnpiph nblwdwpp
hwoyh wntup hwiwuipphwgdwb b punphpnwindulwt
Swnuwynipyniutin dwiippnignnbbph nibwlynygyniiinp,
wbwswnnypgnitip b Jwubwghypwwl wwypwé nipwnpnieniap:
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PERFORMANCE STANDARDS

Interpretation:

The form and content of policies and procedures are dependent upon
the size and structure of the internal audit activity and the complexity
of its work.

2050 - Coordination and Reliance

The chief audit executive should share information, coordinate
activities, and consider relying upon the work of other internal and
external assurance and consulting service providers to ensure proper

coverage and minimize duplication of efforts.

Interpretation:

In coordinating activities, the chief audit executive may rely on the work
of other assurance and consulting service providers. A consistent
process for the basis of reliance should be established, and the chief
audit executive should consider the competency, objectivity, and due
professional care of the assurance and consulting service providers.
The chief audit executive should also have a clear understanding of the
scope, objectives, and results of the work performed by other providers
of assurance and consulting services. Where reliance is placed on the
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Uuhpwdbpip £, np ubippht wninpiph nbluwdwpp huypuwly
wuwipybpwgnid nibGbw bwl hwywuiphwgdwt b
funphpnuwinywlwt Swnwynigyniutiin dwipnignnbbph wpfuwippwph
2nowitiwlip, buyyupwlyutiph b wipryniuptiph Jepwipbpyuwy: Ujing
wptuwpuwtiph Ynw hhduybyne nGupnid tpphti wninpiph
nGywdwnp rwpnibwlynid b wwypwupuwbwgpne b hwpdbpne htty
utinphts wninpuph gnpdwnnyph Ynndhg wpyuwd
Ggnwlwgnipynittiinh U uipdhpbinh hwdwwwinwupuwt hhdpbph
wwwhnydwt hwdwp:

2060 - Cwyybnynnulwunipiniu gnpdwnhp nElwywpnipjut
nt funphpnht

Ltinpht wninhwnh nBlwywpp wwppbipwpwn whup £ gnpdwnhn
nGywywpnipjwut nt funphpnhtu UGpYwjwguh UGpphu wninhwinp
Uwwwnwyp, hpwdwunieynibubipp, ywpunwlwunygniuubpp b
dpwagnh Yuwunwpdwt pupwgpp bW hwdwwwunwufuwunie)niup
EphYwjh Ywuntubpht W UppwbnwpiptGph:
Cwybinynnwlwunieinup wbiwp § ubpwnh twb bwlwu nhulbphu
W huynnnipjwup ybGpwpbipnn fuunhpubpp’ ubpwnu;
fuwpnwfunijwu nhuybpp, Ynpwynpwnhy Yunwdwpdwu
futunhputipp W gnpdwnhp nBhwywpnipjwu U/Jwd funphpnh
niwnpnyintup wwhwugnn wj hwpgbpp:
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PERFORMANCE STANDARDS

work of others, the chief audit executive is still accountable and
responsible for ensuring adequate support for conclusions and opinions
reached by the internal audit activity.

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.
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UtYuwpwunipjniu

Luwpbipynnulwbinyeywt hwbwpiwwbinyaynitit nt
pnywbnwlnygyniipn npnadnid £ bipnpht wninpiph nGhwdwnh,

gnpswnhp nbhwdwpnyeywt U funphpnp hbpn hwdwipbin:
<uwpdbipynnuwlwbinyeywt hwbwpiwywbinyaynititi nt

pnywbnwlnyyniip upudwd £ ubphyuywgynn pnbnbliuwgpnynysywt
bbpluywgdwt uplinpnysynithg U gnpdwnpn nGhwdwpnyejwb
W/ywd junphpnp Ynndhg dentiwplyynn wwipwupuwb
dhongwnnidtiiph hpwypwwnipynitihg:

Ltinphti wninpiph nblwdwph hwpdbipnydnnwwingsnitp b
hwnnpnwlgnulp gnpdwnpp nblwiwpniggutits ni funphpnhl witinp
L bbpwnp hiplywy inbnGluwgnynygynitp.

o Ubinphti wninpuph Gutintiwnpnipynip:

o Ublinphti wninpiph gnpdwnnyph wblwpuniyeniap:

o Uninpuph Spwgppp b npw Gupwpdwt plpwgpp:

o [Mauniputibph bhwipdwdp wwhwtion:

e Uninpuiph gnpdwnnyph wprymipubpp:

o  Llwlwwwinwupuwbnyyniup Ephyuyh Yuwintutbpht U
Unwunwpwubiphtu b hwdwwwipwuppwbnyywt bwlwb
futinhptiipp hwugbwanpnn qnpdnnnyeynitiliph Spwaqppp:
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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:

e The audit charter.

e Independence of the internal audit activity.

e The audit plan and progress against the plan.
e Resource requirements.

e Results of audit activities.

e Conformance with the Code of Ethics and the Standards, and action
plans to address any significant conformance issues.

e Management’s response to risk that, in the chief audit executive’s
judgment, may be unacceptable to the organization.
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o Mbhwdwpnypywi wpdwquipp nhulih Japwpbpywy, npp,
utinphtt wninpuph nbwduiph Yupdppnd, upnn £ waptunniibh
[htby Ywqudwlybpwnipywi hwdwp:

Lbnpht wninpiph nGlwdwph hwnnpnwlygdwt wyu b dbwguwd
wwhwbgtiiphti hnniwdtiipnp wpynid Gt Unwunwpuubiph dbe:

2070 - Upwnwpht Swnwynipjniy dwwnnignn b
Yuqiwlbpynipjwt yuwwnwujpwuwwnynieyniup ukppht
wninhnph hwdwp

Gpp ubippht wninhnt ppwlywuwgynid £ wpunwphtu dwnwjnypntu
dwuwnignnh Ynndhg, ybpohtuu wbwnp L inbintwgup
Ywqdwybpwnipywup wpnyniuwybivn ubppht wnwnhuinp
gnpoéniubinyeynit nluGuw Nt Wwpunwwunypjwu dwuhu:

UbkYuwpwunipyniu

dbpnbpjwy wwipwupawbwipdnysniup bapluywgynid £ npwyp
hwywuiphwgdwt b pupbpuddwl spwagnph dhongny, npp
quwhwippnd £ hwdwwwippwufpuwtnaniap Ephlugh Ywianttbpht U
Uwnwunwpwnubphu:
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PERFORMANCE STANDARDS

These and other chief audit executive communication requirements are
referenced throughout the Standards.

2070 - External Service Provider and Organizational
Responsibility for Internal Auditing

When an external service provider serves as the internal audit activity,
the provider must make the organization aware that the organization
has the responsibility for maintaining an effective internal audit
activity.

Interpretation

This responsibility is demonstrated through the quality assurance and
improvement program which assesses conformance with the Code of
Ethics and the Standards.
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2100 - Wjuwwnwuph Enipyniup

Lbipphu wninhwnh gnpdwnnypp wbwp  guwhwwh b bwwuwnp
Ywqdwybpwnipjwu Ynpwynpwnhy Yunwywpdwu, nhulbph
Ywnwdwpdwu U huynnnyejwtu gnpdpupwgubph pwpbwydwup’
Yphpwnbind hwdwlywpgyws, hbGnbnnwywiu b nhuybph ypw
hhdujwd dnuinbignid: Lbpphtu wninhwnh hinhuwynyeniut ni
wndtip wdpwwunynwd Gu, Gpp wninhwnnputpp ypnwywnpy Gu, L
upwug quwhwwnnwdubpu wnweowpynid Gu unp utippdpnunwiutp L
hwoyh GU wnunwd wywqw htnmbwupubpp:

2110 - Unpynpwunnhy Yunwjwpnid

Lbipphtu wninhwnh gnpdwnnypp wbiwp £ guwhwunh L
hwdwwwunwufuwy wnwowpyubp ubpyuwjwgup' pwpbjwybine
Ywqdwybpwnipjwu Ynpwynpwnhy Yunwywpdwu gnpdpupwgubpp
htiwlyw| ninpwnubipnid.

e [(twqdwywpwlwu b gnpdwnuwlwl npnonudubiph Yujwgned,
e [(thuybph Yuwnwywpdwu b huynnnigjwt ujwundwdp
tpwhulynud,

e Jwquwybpwnigjwu ubpunw hwdwwywwnwufuwu Ehlwh L
wndtipubiph fjupwuntd,
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PERFORMANCE STANDARDS
2100 - Nature of Work
The internal audit activity must evaluate and contribute to the
improvement of the organization’s governance, risk management, and
control processes using a systematic, disciplined, and risk-based
approach. Internal audit credibility and value are enhanced when

auditors are proactive and their evaluations offer new insights and
consider future impact.

2110 - Governance

The internal audit activity must assess and make appropriate
recommendations to improve the organization’s governance processes
for:

Making strategic and operational decisions.
e Overseeing risk management and control.
e Promoting appropriate ethics and values within the organization.

e Ensuring effective organizational performance management and
accountability.
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e  Jwquwybpwwywu wpryniuwybun Yunwjwpdwu b
hwoyGunynnulwunipjwu wwwhnyntd,

e nhuytiph L huynnnipjwt ybipwpbipjw| wbntywwnyniejuu
ubpywjwgnud Juqiwybpwnipjwt hwdwwwunwufuwu
hwwndwdubphu,

e funphpnh, wpwnwpht nt UGpphu wniphwnnputph, wy;
hwywuwinhwgnid dwwnnignnutiph b nGlwywpniejwu
gnpénnnieintuutiph Ynnpnhuwgnud b nbinbywwyniejwu
mnwpwdniy:

2110.41 - Lbpphu wninhuinh gnpdwnnyep whwp £ quwhwwnp
Ywqdwybpwnipjwu Eehlwih hbun uwyws uwywwmwlyubnh,
dpwanbph W gnpdniubnyeiwu Ywnnigwdpp, hpwwuwgnwip b
wnryntuwybinnieyniup:

2110.£2 - Lbpphtu wninhuinh gnpdwnnyep wbwp £ quwhwwnp ph
wprynp Jugdwybpwynigjwu nbnGluwunywlwu wnbluuninghwubiph
Ywnwywpnuip hwdwhntbs £ juqdwybpwnipjwu
nwqdwywpnipjwul nt bwywwnwyubphu:

PERFORMANCE STANDARDS

e Communicating risk and control information to appropriate areas
of the organization.

e Coordinating the activities of, and communicating information
among the board, external and internal auditors, other assurance
providers, and management.

2110.A1 - The internal audit activity must evaluate the design,
implementation, and effectiveness of the organization’s ethics-related
objectives, programs, and activities.

2110.A2 - The internal audit activity must assess whether the
information technology governance of the organization supports the
organization’s strategies and objectives.
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npw pwpbjwydwup:
UbtYuwpwunipyniu
thuyliph Yuwnwywnpdwt gnpéptipwgtibnh wpryniiwybypnipywt
npnonudp hhduywé £ nwipnnnyaywti Ypw, npp dbuwynpdnid £

utinphts wninpupnph Ynndhg hbplywy npnyplbph quwhwypdwt
wprynttpnid.

o Luwquwlbnynipywt bwwipnwlytbpp hwdwhnibs Go

Ywquwlybpwnipywt wnwpbnyeywn nt bwwuppnid Gu npw,

o fwlwl nhuliipnp pwgwhwyipywé Gu b quwhwipyws,

o npulippht h wwipwupawl pippdws hwdwwwpwupiwt
wpdwquwbpbbipp hwdwhnibs Gu Yuquwlbpwniyppwt nhulih
wpunpdwlpt b

e npulp JGpwpbpyw hwdwwwipwupawl inbnbluwgpynygyniip

utpugduwé nt bepluywgyuwé b dwdwbwhpt' htwpwynpnipynit

tppuwny wudbwlwaqupt, nbhwdwpnysjwtt nt funphpnht
hpwlhwbwguby hpblug wwpypwlwanysynibubpp:
Utinpht wninpiph gnpdwnnyep Ywpnn b hwywply wyu
quwhwipdwbt odwtnwlynn pptinthwnynipynitp dh pwih
hwbbdtwnnygniiliph ptpwgpnid: Uyu hwhdbwnnyeynititiinh

LeNrLehL UNrhSNNPLENH PLUSPSNRS-LU3UUSUL
INSTITUTE OF INTERNAL AUDITORS-ARMENIA

PERFORMANCE STANDARDS
2120 - Risk Management

The internal audit activity must evaluate the effectiveness and
contribute to the improvement of risk management processes.

Interpretation:

Determining whether risk management processes are effective is a
judgment resulting from the internal auditor’s assessment that:

o Organizational objectives support and align with the
organization’s mission;

o Significant risks are identified and assessed;
Appropriate risk responses are selected that align risks with the
organization’s risk appetite; and

e Relevant risk information is captured and communicated in a
timely manner across the organization, enabling staff,
management, and the board to carry out their responsibilities.

The internal audit activity may gather the information to support this

assessment during multiple engagements. The results of these
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gnnpdpbpwgblint nt nhwbtig wpnynibwyGypnyeynibp:

thuybiph Yuwnwywnpdwt gnpéptipwgtibnp Yapwhulydnid Gu
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Uwywwnwywjunip)ntl,
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PERFORMANCE STANDARDS

engagements, when viewed together, provide an understanding of the
organization’s risk management processes and their effectiveness.

Risk management processes are monitored through ongoing
management activities, separate evaluations, or both.

2120.A1 - The internal audit activity must evaluate risk exposures
relating to the organization’s governance, operations, and information
systems regarding the:

Achievement of the organization’s strategic objectives;
e Reliability and integrity of financial and operational information;
o Effectiveness and efficiency of operations and programs;

o Safeguarding of assets; and

Compliance with laws, regulations, policies, procedures, and
contracts.

2120.A2 - The internal audit activity must evaluate the potential for
the occurrence of fraud and how the organization manages fraud risk.

fGwpgdwuntniup pninp fwywu wnnwdutipny hwdwwywwwufuwunwd £ puophuwyhtu W hpwwywpwyywsd £ hnhuwlwihtu hpwynwuph inppwwtitnnn Ltpphu Unwphwnnpubiph huunpwnnunh

(247 Maitland Avenue, Altamonte Springs, Florida 32701-420I, USA) pnyjjwnyntgjwdp:

45



WA
ARMENIA

INSTITUTE OF INTERNAL AUDITORS-ARMENIA

Tnrountuyuy usuvrursuer

Ywqdwltipwnipjwu Ynndhg fuwpnwfuniejw nhultiph
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PERFORMANCE STANDARDS

2120.C1 - During consulting engagements, internal auditors must
address risk consistent with the engagement’s objectives and be alert
to the existence of other significant risks.

2120.C2 - Internal auditors must incorporate knowledge of risks
gained from consulting engagements into their evaluation of the
organization’s risk management processes.

2120.C3 - When assisting management in establishing or improving
risk management processes, internal auditors must refrain from
assuming any management responsibility by actually managing risks.
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2130 - Culnnnipyniu 2130 - Control
Lbipphtu wninhwnh gnpdwnnypp wbwp £ wowlygh The internal audit activity must assist the organization in maintaining

Ywqdwybpwnipjwut wpryniuwybin huynnnieniuutip niubuwint effective controls by evaluating their effectiveness and efficiency and
gnpdpupwgnud’ npwug wpryniuwybwnniejwu nt by promoting continuous improvement.

Uwywwnwywjunipjwt guwhwwndwt b npwug 2wpniiwlwlwu

pwpbjwydwup bwywuwnbint dhongny:

2130.<1 - Lbppht wninhinh gnpdwnnyep whwp £ quwhwunnp 2130.A1 - The internal audit activity must evaluate the adequacy and

Ywqdwybpwnipjwu Ywnwywnpdwu, gnpdwnunie)niuutiph effectiveness of controls in responding to risks within the

nbintywwundwywtu hwdwlwpgbpnw nhultipht wpdwaqwupnn organization’s governance, operations, and information systems

huynnnigyniuiph hwdwndbpnieintuu Nt wpryntuwybunnieyniup regarding the:

htinlw| ninpwnubipnid.

e Jwqgdwybtpwnipjwu nwqiwywpwlwi uywwmwlubpp e Achievement of the organization’s strategic objectives;
hpwywuwgnd,

e  Ihuwluwlwtu b gnpdwnlwywu nbnblwuinynyejwu ¢ Reliability and integrity of financial and operational information;
wpdwuwhwywunnipiniu nt wdpnnowlwuntejniu,

e gnpdwnunipniuubipnh nt dpwagpbtiph wprynwwybinnieniu b o Effectiveness and efficiency of operations and programs;
Uwywwnwywjunip)ntl,

e wlywnpyubiph wuunwug wwhwwuntejniu b e Safeguarding of assets; and

e hwdwwwwnwufuwunieintt optiupubipnht, jwunuwlwpgbiphu, Compliance with laws, regulations, policies, procedures, and

pwnwpwlwunijwup, upgbipht nt ywjdwuwgpbphu: contracts.
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2130.hul - Lbpphu wninhunnpubpp funphpnwunydwywu 2130.C1 - Internal auditors must incorporate knowledge of controls
hwuduwnnipjniuutiph pupwgpnwd huynnnipniuutiph YyGpwpbinjuw gained from consulting engagements into evaluation of the

&tinp ptipJwd ghwnbiihpubpp wbwnp £ Yhpwnbu ugdwybpwniejwu  organization’s control processes.

huynnwywu gnpdpupwgubph quwhwundwl dwdwuwy:

2200 - Cwuduwnnipjwu wwuwynpnid 2200 - Engagement Planning

Ubinpht wnihuinpubnp jnupwpwtising hwtduwnnus)wt hwdwn Internal auditors must develop and document a plan for each

wbiwnp £ dowybu b hwunwpnpwynpbu dpwghp, npp wbwnp §
ubpwnh hwudtwnnipjwu bwywwnwyubpp, 2nowuwlyn, wmbinnnieniup
W nbuntpuubiph pwstunidp: Spwghpp whwp £ hwodh wnuh
Ywqdwybpwnipjwu nwgdwywpnyeniuubipp, twywwnwyubpp W
hwuduwnnipjwup yGpwpbpnn nhuybipp:

engagement, including the engagement’s objectives, scope, timing, and
resource allocations. The plan must consider the organization’s
strategies, objectives, and risks relevant to the engagement.

2201 - Mwuwynpdw ujwwnmwnndubp 2201 - Planning Considerations

Cwuduwnnipintu wwuwynpbiihu ubppht wninhwnnpubipp wbwp k£ In planning the engagement, internal auditors must consider:
hwaoyh wnubu.

e nwnwiuwuhpynn gnpdniubiniejwu nwgqdwywpnieniuutpp L e The strategies and objectives of the activity being reviewed and the
uwwwnwlubipp b dhengutipp, npnugny hulyynid E indjwy means by which the activity controls its performance.
gnhpoéniubinyejwl hpwywuwgnidp,
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PERFORMANCE STANDARDS

e The significant risks to the activity’s objectives, resources, and
operations and the means by which the potential impact of risk is
kept to an acceptable level.

e The adequacy and effectiveness of the activity’s governance, risk
management, and control processes compared to a relevant
framework or model.

e The opportunities for making significant improvements to the
activity’s governance, risk management, and control processes.

2201.A1 - When planning an engagement for parties outside the
organization, internal auditors must establish a written understanding
with them about objectives, scope, respective responsibilities, and
other expectations, including restrictions on distribution of the results
of the engagement and access to engagement records.

2201.C1 - Internal auditors must establish an understanding with
consulting engagement clients about objectives, scope, respective
responsibilities, and other client expectations. For significant
engagements, this understanding must be documented.
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PERFORMANCE STANDARDS

2210 - Engagement Objectives

Objectives must be established for each engagement.

2210.A1 - Internal auditors must conduct a preliminary assessment of
the risks relevant to the activity under review. Engagement objectives
must reflect the results of this assessment.

2210.A2 - Internal auditors must consider the probability of
significant errors, fraud, noncompliance, and other exposures when
developing the engagement objectives.

2210.A3 - Adequate criteria are needed to evaluate governance, risk
management, and controls. Internal auditors must ascertain the extent
to which management and/or the board has established adequate
criteria to determine whether objectives and goals have been
accomplished. If adequate, internal auditors must use such criteria in

their evaluation. If inadequate, internal auditors must identify
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PERFORMANCE STANDARDS

appropriate evaluation criteria through discussion with management

and/or the board.

Interpretation:

Types of criteria may include:

e Internal (e.g., policies and procedures of the organization).

o External (e.g., laws and regulations imposed by statutory bodies).

e leading practices (e.g., industry and professional guidance).

2210.C1 - Consulting engagement objectives must address
governance, risk management, and control processes to the extent
agreed upon with the client.

2210.C2 - Consulting engagement objectives must be consistent with

the organization's values, strategies, and objectives.
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PERFORMANCE STANDARDS

2220 - Engagement Scope

The established scope must be sufficient to achieve the objectives of
the engagement.

2220.A1 - The scope of the engagement must include consideration of
relevant systems, records, personnel, and physical properties,
including those under the control of third parties.

2220.A2 - [f significant consulting opportunities arise during an
assurance engagement, a specific written understanding as to the
objectives, scope, respective responsibilities, and other expectations
should be reached and the results of the consulting engagement
communicated in accordance with consulting standards.

2220.C1 - In performing consulting engagements, internal auditors
must ensure that the scope of the engagement is sufficient to address
the agreed-upon objectives. If internal auditors develop reservations
about the scope during the engagement, these reservations must be
discussed with the client to determine whether to continue with the
engagement.
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PERFORMANCE STANDARDS

2220.C2 - During consulting engagements, internal auditors must
address controls consistent with the engagement’s objectives and be
alert to significant control issues.

2230 - Engagement Resource Allocation

Internal auditors must determine appropriate and sufficient resources
to achieve engagement objectives based on an evaluation of the nature
and complexity of each engagement, time constraints, and available
resources.

Interpretation:

Appropriate refers to the mix of knowledge, skills, and other
competencies needed to perform the engagement. Sufficient refers to
the quantity of resources needed to accomplish the engagement with
due professional care.
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PERFORMANCE STANDARDS
2240 - Engagement Work Program
Internal auditors must develop and document work programs that

achieve the engagement objectives.

2240.A1 - Work programs must include the procedures for
identifying, analyzing, evaluating, and documenting information
during the engagement. The work program must be approved prior to
its implementation, and any adjustments approved promptly.

2240.C1 - Work programs for consulting engagements may vary in
form and content depending upon the nature of the engagement.
2300 - Performing the Engagement

Internal auditors must identify, analyze, evaluate, and document
sufficient information to achieve the engagement’s objectives.
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PERFORMANCE STANDARDS
2310 - Identifying Information

Internal auditors must identify sufficient, reliable, relevant, and useful
information to achieve the engagement’s objectives.

Interpretation:

Sufficient information is factual, adequate, and convincing so that a
prudent, informed person would reach the same conclusions as the
auditor. Reliable information is the best attainable information
through the use of appropriate engagement techniques. Relevant
information supports engagement observations and recommendations
and is consistent with the objectives for the engagement. Useful
information helps the organization meet its goals.

2320 - Analysis and Evaluation

Internal auditors must base conclusions and engagement results on
appropriate analysis and evaluations.
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PERFORMANCE STANDARDS

2330 - Documenting Information

Internal auditors must document sufficient, reliable, relevant, and
useful information to support the engagement results and conclusions.

2330.A1 - The chief audit executive must control access to
engagement records. The chief audit executive must obtain the
approval of senior management and/or legal counsel prior to releasing
such records to external parties, as appropriate.

2330.A2 - The chief audit executive must develop retention
requirements for engagement records, regardless of the medium in
which each record is stored. These retention requirements must be
consistent with the organization’s guidelines and any pertinent
regulatory or other requirements.

2330.C1 - The chief audit executive must develop policies governing
the custody and retention of consulting engagement records, as well
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PERFORMANCE STANDARDS

as their release to internal and external parties. These policies must
be consistent with the organization’s guidelines and any pertinent
regulatory or other requirements.

2340 - Engagement Supervision

Engagements must be properly supervised to ensure objectives are
achieved, quality is assured, and staff is developed.

Interpretation:

The extent of supervision required will depend on the proficiency and
experience of internal auditors and the complexity of the engagement.
The chief audit executive has overall responsibility for supervising the
engagement, whether performed by or for the internal audit activity,
but may designate appropriately experienced members of the internal
audit activity to perform the review. Appropriate evidence of
supervision is documented and retained.
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PERFORMANCE STANDARDS

2400 - Communicating Results

Internal auditors must communicate the results of engagements.

2410 - Criteria for Communicating

Communications must include the engagement’s objectives, scope, and

results.

2410.A1 - Final communication of engagement results must include

applicable conclusions, as well as applicable recommendations and/or

action plans. Where appropriate, the internal auditors’ opinion should

be provided. An opinion must take into account the expectations of

senior management, the board, and other stakeholders and must be

supported by sufficient, reliable, relevant, and useful information.

Interpretation:

Opinions at the engagement level may be ratings, conclusions, or
other descriptions of the results. Such an engagement may be in
relation to controls around a specific process, risk, or business unit.
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(htity wnwudht gnpdptpwgh, nhulih Guwd phqtitu dhwinph
hulynnniinittiinh Ypwpbipqwy: Ldwt Ggpwlwgniyeynitiiinh
hwigbihu wbpp £ hwoyh wnbby hwbdtwnniyeywl wpnyniiptGnt nt
npwbg Yuplinpnisynibip:

2410.€2 - Swulwih E, np ubippht wninhwnnpubipp hwuduwnnyejwu
wpryntupubipp upywjwgubijhu dwnuwuobu pwjwpwn
hwnnpnwlgniejwu wnlwnyentup:

2410.€3 - <wuduwnnipjwu wpryntupubipp juqdwybipwnie)niuhg
nntpu Bppnpn wudwug npwdwnpbint nbwpnid wbwnp £
ubpywjwgybu wprynwupubiph lwpwddwu b ogurwgnpddwu
Jbpwpbipjw] uwhdwuwthwyndubipp:

2410.hu1 - lunphpnuwwnjwlwu hwuduwnnipjwu pupwgph nt
wpryntupubiph UEpywywgnudp Ywpnn £ wwppbipdb) auny ni
pnjwunwynyeywdp’ Ywiujwd hwuduwnnypjw punyehg nt
hwowlunpnh wwhwusubiphg:

2420 - LEpywywgdwt npwl

Ltipyuywgnudp whinp £ (huh d2qnphwn, opjiinhy, wwng, huinwd,
Ywnnignnuywu, |hwndbp b dwdwuwyhu:

LeNrLehrL UnNhhsSNPLENh PLUShSNHRS-LU3UUSUL

PERFORMANCE STANDARDS

The formulation of such opinions requires consideration of the
engagement results and their significance.

2410.A2 - Internal auditors are encouraged to acknowledge
satisfactory performance in engagement communications.

2410.A3 - When releasing engagement results to parties outside the
organization, the communication must include limitations on
distribution and use of the results.

2410.C1 - Communication of the progress and results of consulting
engagements will vary in form and content depending upon the nature
of the engagement and the needs of the client.

2420 - Quality of Communications

Communications must be accurate, objective, clear, concise,
constructive, complete, and timely.
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UtYuwpwunipjniu

Dognhyn bbphyuywgnidulinp qiné G upuwiibnhg ni
fubinweinipnidtinhg U hhdugws Gu thwuppbph Jpw: Opliiinpy
ubpluywgniduipp wbwswn 6o, walynndbwlwy b hwinpuwbond G
pninn hwdwwwiippwupuwt thwuipbph b ppwidhbwltiph
hwpyblonywé nt wqthy qwhwipndwt wpnynibp: Mwpq

ubpluywgnidutinp ynippblywy GU b pppwdwpwiwlwt , funtuwthnid
GU ipGfutpuwlwt nbpdpbwpwinyaywt wybinpn ogyrwgnpdnidhg'

dpbubnyt dwdwbwly ppwdwnpmid G4 hwdwwwipwuppwt nno
fwlhwb ppbnbluwpnynigynitp: <uypwly bbpluywgnidp wbpp £ hup
npwnily U puntuwhh wybinpn bwpiwpwbatbpph, wipnbnp
dwbpwdwubnisniiiiph, wybinpnniginiuiliph b pwntph
oqiynwgnpdénidpg: Ywnmgnnulwb tapluywgnidp oqynwlywn £
hwbbdtwnnypywt hwbwpunpnpt b fuqdwlbpunyywnp b
wuhpwdtyippnipyuwt nbupmd bwwupnd E pupbuugnidabpht:
Udpnnowlwt tbipluywgnidp pwg sh pnnunid nshts, hus yupnn £
wuhpwdbyp |huby phpwhiwht uwpwioht b bapwnnid £
wnwownlubnt nt Gapwlwgnyeynibulinp hhdbwynpnn nne Lwljwt
nt bpwbhwluwh pnbnGhuwipnyniginiut nt nhyppwipynidubpp:
dwdwbwlht ubpyuwywgnidubinp bwwinwwhwpdwnp Gb ne (pbinht
b, Yufudws putinph Yuplinpnyenitihg, ey Gt puihu
nbywywpnyeywtip ntwnplty hwdwwwipnwupawb pippynn
gnnénnnysnibitiin:

LeNrLehrL UnNhhsSNPLENh PLUShSNHRS-LU3UUSUL

PERFORMANCE STANDARDS

Interpretation:

Accurate communications are free from errors and distortions and
are faithful to the underlying facts. Objective communications are
fair, impartial, and unbiased and are the result of a fair-minded and
balanced assessment of all relevant facts and circumstances. Clear
communications are easily understood and logical, avoiding
unnecessary technical language and providing all significant and
relevant information. Concise communications are to the point and
avoid unnecessary elaboration, superfluous detail, redundancy, and
wordiness. Constructive communications are helpful to the
engagement client and the organization and lead to improvements
where needed. Complete communications lack nothing that is
essential to the target audience and include all significant and
relevant information and observations to support recommendations
and conclusions. Timely communications are opportune and
expedient, depending on the significance of the issue, allowing
management to take appropriate corrective action.
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2421 - Ujuwjutip ni1 pwgpnnniudubp

Gprt ytpouwlwu ubpyuwjwgnudp wwpniwwynwd £ fwlywu ufuwutp
Ywd pwgpnnnwiubip, www ubpphu wninhwnh nGlwdwpp wbwp
ubpywywgup ninnywd nbinGYwwnynie)niup uygpuwywu
hwoybunynipniup unwgwd pninp Ynndbippu:

2430 - “pPpwlwuwgyt k LEppht wniphnh dwuttwghunwlw
gnpéniubinyejwu dhowqquiht unmwtnwpwmubphu
hwiwwwwnwufjuwt” wpnmwhwypnnipjwu Yhpwnnid

Upwnwhuwjwinnieiniup, np hwuduwnnyeintuubpp “hpwlwuwgynid Gu
Lbipphtu wninhwnh dwutwghunwywu gnpdniubnygjwt dhowqgquihu
utnwunwpunubpht hwdwwwwnwufuwt”, wnbnhu £ dhwu, tpb
npwyh hwjwunhwgdwu b pwpbjwydwt dpwagph wprynwupubipp
hhduwynpnud GU wyn wpunwhwjnnie)niup:

2431 - CQwustwnnipjwt wuthwiwywwnmwufuwunipjw
pwgwhwyjinnid

Gpp Lbpphtu wninhnh uwhdwudw, Ephlw)h Ywunuubph Ywd
Uyphwitnwpipbinh htivn wuhwdwwwwnwuluwunie)ntuu wgnnd k
wnwudht hwuduwnnyejwl ypw, www wpryntupubiph
ubpywjwgnidp whinp £ pwgwhwyunp.

LeNrLehrL UnNhhsSNPLENh PLUShSNHRS-LU3UUSUL

PERFORMANCE STANDARDS
2421 - Errors and Omissions

If a final communication contains a significant error or omission, the
chief audit executive must communicate corrected information to all
parties who received the original communication.

2430 - Use of “Conducted in Conformance with the International
Standards for the Professional Practice of Internal Auditing”

Indicating that engagements are “conducted in conformance with the
International Standards for the Professional Practice of Internal
Auditing” is appropriate only if supported by the results of the quality
assurance and improvement program.

2431 - Engagement Disclosure of Nonconformance

When nonconformance with the Definition of Internal Auditing, the
Code of Ethics or the Standards impacts a specific engagement,
communication of the results must disclose the:
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ARMENIA

Tnrounvuyut usuvrursuer PERFORMANCE STANDARDS
e ulygpniup(utip)p Ywd Ephlwih Ywuntubiph Jwppwagdh e Principle(s) or rule(s) of conduct of the Code of Ethics or the
Yuwunt(ubp)p Ywd Unwunwpin(utp)p, nph htiin wpdwuwagnyt Standard(s) with which full conformance was not achieved.

£ wdpnnowwt wuhwdwwwwnwufuwunieiniup,
e  wlhwdwwwwnwufuwunyeiwl wywwnbdwn(ubn)p, ¢ Reason(s) for nonconformance.

e  wlhwdwwwuwnwufuwunyywl wqgnbgnieniup hwuduwnniejwu Impact of nonconformance on the engagement and the
U ubpyuwywgqwsd wpryniupubph Jpw: communicated engagement results.

2440 - Upryniupubiph mpwdwnpnid 2440 - Disseminating Results

Lbipphtu wninhwnh nbwywpp wbwnp £ npwdwnph wpryniupubpp The chief audit executive must communicate results to the appropriate

hwdwwwwnwuluwl wudwug: parties.

UtYuwpwunipjniu Interpretation:

Ltinpht wninpiph nGlhwdwpp wwipwupuwbwpne £ The chief audit executive is responsible for reviewing and approving
hwustwnnypywt Ypotwlwt swumgdwt Gpwbwydwt nt the final engagement communication before issuance and for deciding
hwupwippdw, puswbu bwl uypnwgnnubph gniguwyh b to whom and how it will be disseminated. When the chief audit

ippwdwnpdwt duh npnpdwt hwdwp bwpupwl npw pnnwplnidp: executive delegates these duties, he or she retains overall
Gpp ttinphti wninpiph nGhwdwnp Gpntipjwy hpwywunygyniiitinny — responsibility.

(hwanpnid £ wying, bw, wbnuwdGbwybhy, wwhwwand £

Ybpotiwlywt wwpwupuwbwgpynysynitip:
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2440.<1 - Lbppht wninhnh nGlwdwpp ywunwuluwtuwwnnt £
ybpouwwu wpryntupubip wju wudwug ubpywjwgubint hwdwp,
niptip upnn Gu Gpupfuwynpby, np npwg Yhwinlwgdh pugwpwn
nLwnNNLE{NLU:

2440.€2 - Gpb w)| pwl bwhuiwwnbuwsd sk hpwywlwl,
opGuunpwlwu Ywd Ywuntwlwnpgnn wywhwueubipny, uwfupwu
Ywqdwybpwnientuhg nnipu Gppnpn wudwug wpnyniupubp
wpwdwnpbip ubippht wnwhunh nElwdwpp whnp .

e qUwhwuwh Ywqdwybpwnipjwu hwywuwlwu nhulbpp,

e funphpnulgh gnpdwnhp nBhwdwpnipjw U/jwd
hpwwpwuwlwu dwnwjniejwu hbwn W

e huyph nmpwdwnpdwu gnpdpupwgp’ uwhdwuwhwybny
wnryntupubiph ogwnwgnpdnidp:

2440.hu1 - Ubippht wninhnh nGlwywpp ywwnwufuwuwwnne

funphpnwunyjwlywu hwuduwnnipjwt YGpouwlwu wpnyntupubipp
hwowlunpnutphtu ubpYwjwgubnt hwdwp:

2440.hu2 - lunphpnuunyjwlwu hwuduwnnyeniuubiph pupwgpntd
Ywpnn U wnwowuw| Ynpwynpwinhy Ywnwywpdwu, nhuybph
Ywnwywpdwu L huynnnuejwu fuunhputip: Wu nbwpnud, Gpp wju

LeNrLehrL UnNhhsSNPLENh PLUShSNHRS-LU3UUSUL

PERFORMANCE STANDARDS

2440.A1 - The chief audit executive is responsible for communicating
the final results to parties who can ensure that the results are given
due consideration.

2440.A2 - If not otherwise mandated by legal, statutory, or regulatory
requirements, prior to releasing results to parties outside the
organization the chief audit executive must:

e Assess the potential risk to the organization;

e Consult with senior management and/or legal counsel as
appropriate; and
o Control dissemination by restricting the use of the results.

2440.C1 - The chief audit executive is responsible for communicating
the final results of consulting engagements to clients.

2440.C2 - During consulting engagements, governance, risk
management, and control issues may be identified. Whenever these
issues are significant to the organization, they must be communicated
to senior management and the board.
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Tnrountuyuy usuvrursuer PERFORMANCE STANDARDS

fuunhpubipt fwlywu Gu Yuqdwybpwnigjwu hwdwp, npwup wbwnp £
ubpywjwgybu gnpdwnhp nGYwywpnipjwut ni fjunphpnht:

2450 - LCunhwunip Gqpulwgnipyniutbtp 2450 - Overall Opinions

bpp punhwuny bgpulwgnueiniup ubplugwgynid £, wiu whinp & When an overall opinion is issued, it must take into account the

huwpyh wntp Yuquwybpunuejwt andwt{wnmpjm‘(’mhnn strategies, objectives, and risks of the organization; and the

Uwwnwlubpu e nhultnp U gnpdwnhp nbYwdwnnuegwl, funphpnh expectations of senior management, the board, and other

L wy| swhwanghn wdwug wlblwinpUbpp: Cunhwuny stakeholders. The overall opinion must be supported by sufficient,

bignuwlwgnuegniup whnp £ hpduwynpyws uh pudwpun, reliable, relevant, and useful information.

wnpdwuwhwywuwn, bwlwiu b oginwywp wnbnblwunynipjwdp:

UbtYuwpwunipyniu Interpretation:

Lbpluywgnidp wbignp £ ubpuwnh. The communication will include:

o powbwlp' Ubpwnwy wyl dwdwbwwhwipdwép, npht e The scope, including the time period to which the opinion
ybpwpbipnud £ Ggpwwgnipynitip, pertains.

o onowbwlp vwhdwiwhwlynidubnp, e Scope limitations.

e huwpdp wnbp pninp hwdwwwipwufuwt bwpuwgdbpp' bepwnjw)

Consideration of all related projects, including the reliance on

hwywuipphwgdwl Swnwynipynittiin dwinnignntipp other assurance providers.

wphuwpwtiph Ynw hhduybp, e A summary of the information that supports the opinion.
o Ggnwlwgniygyniip hhduwynpnn ppbntlwpnyniypyut

wdthnipwahpp,
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e nhulph Gud huynnnipywt hwjbgwlwnpgp Ywd swihwbhop, npp

hhdp k dwnuwyby puinhwbnip Ggpulwgniypywt duwynpdwt
hwdwp,

o uynwgywd ptnhwunip Ggnwlwgnipiniup, Yunpdhpp hud
nwpnnnipyniip:

Uupwywpwn punhwuny Ggpulwgniejwu wywwmbwnubpp wbwnp £

uojwd |hubu:

2500 - Unwgpupwgh dnupwnnphuq

Lbkipphtu wninhwnh ntywywpp wbwnp £ unbndh bW wwhwwuh
ntywdwpnyzywup tEpluywugywd wpryniupubph onydwu
ninnnipjwdp hpwywuwgynn pwytph huynnnipjwu hwdwlwpg:

2500.<1 - Ltipphtu wninhunp nGlwdwpp wbwnp E ubipnup
htwnuwnnigdwu gnpdpupwg’ htunbbint b hwdngybnt hwdwp, np
ntywdwpnyyw gnpdnnnipntbubipt wpryniuwybivnnpbiu
hpwywuwgyb tu Ywd gnpdwnhp nblwywpnigniuu punniub) §
ghponnniejntuubp séGnuwpybint nhuyp:

2500.hu1 - Lbpphu wninhinh gnpdwnnypp whinp § hbnbh
funphpnwwnywlwu hwuduwnnypjwu wnprynwupubiph
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INSTITUTE OF INTERNAL AUDITORS-ARMENIA

PERFORMANCE STANDARDS

e The risk or control framework or other criteria used as a basis
for the overall opinion.

e The overall opinion, judgment, or conclusion reached.

The reasons for an unfavorable overall opinion must be stated.

2500 - Monitoring Progress
The chief audit executive must establish and maintain a system to

monitor the disposition of results communicated to management.

2500.A1 - The chief audit executive must establish a follow-up
process to monitor and ensure that management actions have been

effectively implemented or that senior management has accepted the

risk of not taking action.

2500.C1 - The internal audit activity must monitor the disposition of
results of consulting engagements to the extent agreed upon with the

client.
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ognwgnpddwup hwéwfunpnh htin ywydwuwynpywsdnipjwu
hwdwdwju:

2600 - Nthulybtpp punniudw yEpwpbpjwp hpwqblnid

Gpp ubippht wninhunp nEYwywpp Ggpwlwgunwd k, np
ntywydwpnieniu punniub) £ nhuyh wyuwyhuh dwlwpnwy, npu
wupunnubh £ Yuqdwybpyniypjwu hwdwp, wwyw bw wbinp £
hwpgp putwpyh gnpdwnhp nEYwywpnypjwu htwn: Geb ubipphu
wninhwnh nEYwdwpp npnonud £, np hwpgp sh (ndyb, wwyw tw
whbitnp £ futnhpp Ubipluwjwguh funphpnhu:

UbtYuwpwunipyniu

NGhwdwpnipywi Ynndhg punniijwé nhulip pwgwhwyipnidp Yupnn
E nhipuiplby hwdwuipphwgdwt Yuid funphpnuwgpduwlut
hwudtwnnyeywl dhongny, hbinlbiny bwpihht
hwbdtwnnygyniitliph wpnynitpnid nGlwdwpnyeywt Ynndhg
abntwplywé dhonguwnnidtiiph ptipwgpht Yud wy Yapw: (thulliph
Gwnwiwpnidp sh hwinpuwbnid Leppht wninhinh nGhwywnh
wuwpnywlwbnigyniup:
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PERFORMANCE STANDARDS

2600 - Communicating the Acceptance of Risks

When the chief audit executive concludes that management has
accepted a level of risk that may be unacceptable to the organization,
the chief audit executive must discuss the matter with senior
management. If the chief audit executive determines that the matter
has not been resolved, the chief audit executive must communicate
the matter to the board.

Interpretation:

The identification of risk accepted by management may be observed
through an assurance or consulting engagement, monitoring progress
on actions taken by management as a result of prior engagements, or
other means. It is not the responsibility of the chief audit executive to
resolve the risk.
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Updtiph wybjugnid

Lbipphtu wninhwnh gnpdwnnypp ognun k pbipnid
Ywqdwybpwniejwup (U hp gwhwnnwubppt), Gpp npwdwnpnd
wlwswn b ywwnwéd hwjwunhwgnid, b bwywuwnnd £
Ynpwnpwunhy Ywnwywpdwu, nhuytpph Yunwdwpdwu W
huynnnipjwtu gnpdpupwgutinh wprynibwybunniejwuu nt
Uwywwunwlwjunipjwun:

Cwdwndtip huljnnnipjniu

Unyw k, Gpp ntywdwpnyeyniup wyiwuwynpbp b ugdwybpwt) §
huynnnieyniutl wjuwbu, np npwdwnpnu k fubjwdhn
hwywuwnhwgntd wn wju, np Yuwqdwybpwnygjwu nhultpp
Ywnwywnpynid GU wpryniuwybitnnpbu b bywwnwyubipu nt
fuunhpubipt hpwlwuwgynud Gu wpryntuwydGinnptu ni

futwynnwpwn:

Cwjwumhwgdiwt dwnwynipniuubp

Pwuwnbiph wuwswn nwnuwuhpnd Yuqdwybpwnipjwu
Ynpwnpwwnhy Yuwnwywpdwl, nhulybph Yunwljwpdwu b
huynnnrejwu gnpdpupwgutinh YyGpwpbpjw| wujwfu quwhwwndwu
wnpwdwnpdwu hwdwn:

Npwbiu ophuwy Ywnbip E uob) Ppuwtvwywt, Yuwnwpnnwyw,
hwdwwwwnwufuwuniejwu, hwdwYwpgbph wudunwugniegjwu b
wwwnpwé nunduwuhpnipjwu hwuduwnnipniuubipp:
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GLOSSARY

Add Value

The internal audit activity adds value to the organization (and its
stakeholders) when it provides objective and relevant assurance, and
contributes to the effectiveness and efficiency of governance, risk
management, and control processes.

Adequate Control

Present if management has planned and organized (designed) in a
manner that provides reasonable assurance that the organization’s
risks have been managed effectively and that the organization’s goals
and objectives will be achieved efficiently and economically.

Assurance Services

An objective examination of evidence for the purpose of providing an
independent assessment on governance, risk management, and
control processes for the organization. Examples may include

financial, performance, compliance, system security, and due diligence

engagements.
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lunphnipn

Ywnwywpdwu pwpdpwgnyu dwpdhu (ophtuwl' wnuopbuubph
funphnipn, nhunpn funphnipn Yuwd Yunwywphgubiph Yud
hnqwpwnantubiph funphnipn), npu niuh Yuqdwybpwniejwu
gnpdntubinyeyniutl nt unwywnpnwitu ninnnpnbint W/ywd
tpwhuybint ywwwufuwuwwyniggnu W npp Yupnn £
hwoytuinynipntt wywhwuebk| gnpdwnhp ntwywpnienituhg:
(FEwbwn junwwpdwu dbjuwuhqdutpp Ywpnn Gu vnwppbpyb)
puwn ninpnubiph, unynpwpwp funphnipnp UEpwnnud £ wunwdutp,
nypbip s6U hwunhuwund nGlwdwpnyejwt dwu: Grb funphnipn
gnynuentu sniuh, www Uynwinwpinbbpnd “funphnipn” pwnp
ytpwpbpnuw £ wudhu Ywd fudphu, npu odndwé £
Ywqdwybpwnipjwu Ywnwwnpdwdp: UYGhu, Upwinwpipbpnd
«funphnipn» pwnp Ywpnn b yGpwpbipb Yndhnbh Yud wy dwpduh,
nphtu Ywnwywpnn dwpdhup [hwgnptbi £ hunwy gnpdwnnygubip
(ophuwy’ wninhw Yndhunb):
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GLOSSARY

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.g., an
audit committee).
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GLOSSARY

Charter

The internal audit charter is a formal document that defines the
internal audit activity’s purpose, authority, and responsibility. The
internal audit charter establishes the internal audit activity’s position
within the organization; authorizes access to records, personnel, and
physical properties relevant to the performance of engagements; and
defines the scope of internal audit activities.

Chief Audit Executive

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 organizations.
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GLOSSARY

Code of Ethics

The Code of Ethics of The Institute of Internal Auditors (lIA) are
Principles relevant to the profession and practice of internal auditing,
and Rules of Conduct that describe behavior expected of internal
auditors. The Code of Ethics applies to both parties and entities that
provide internal audit services. The purpose of the Code of Ethics is to
promote an ethical culture in the global profession of internal
auditing.

Compliance

Adherence to policies, plans, procedures, laws, regulations, contracts,
or other requirements.

Conflict of Interest

Any relationship that is, or appears to be, not in the best interest of
the organization. A conflict of interest would prejudice an individual’s
ability to perform his or her duties and responsibilities objectively.

Consulting Services

Advisory and related client service activities, the nature and scope of
which are agreed with the client, are intended to add value and
improve an organization’s governance, risk management, and control
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GLOSSARY

processes without the internal auditor assuming management
responsibility.

Examples include counsel, advice, facilitation, and training.

Control

Any action taken by management, the board, and other parties to
manage risk and increase the likelihood that established objectives and
goals will be achieved. Management plans, organizes, and directs the
performance of sufficient actions to provide reasonable assurance that
objectives and goals will be achieved.

Control Environment

The attitude and actions of the board and management regarding the
importance of control within the organization. The control
environment provides the discipline and structure for the achievement
of the primary objectives of the system of internal control. The control
environment includes the following elements:

o Integrity and ethical values.
e Management’s philosophy and operating style.
e Organizational structure.
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GLOSSARY

e Assignment of authority and responsibility.
e Human resource policies and practices.
e Competence of personnel.

Control Processes

The policies, procedures (both manual and automated), and activities
that are part of a control framework, designed and operated to ensure
that risks are contained within the level that an organization is willing
to accept.

Core Principles for the Professional Practice of Internal Auditing
The Core Principles for the Professional Practice of Internal Auditing
are the foundation for the International Professional Practices
Framework and support internal audit effectiveness.

Engagement

A specific internal audit assignment, task, or review activity, such as an
internal audit, control self-assessment review, fraud examination, or
consultancy. An engagement may include multiple tasks or activities
designed to accomplish a specific set of related objectives.
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GLOSSARY

Engagement Objectives

Broad statements developed by internal auditors that define intended
engagement accomplishments.

Engagement Opinion

The rating, conclusion, and/or other description of results of an
individual internal audit engagement, relating to those aspects within
the objectives and scope of the engagement.

Engagement Work Program

A document that lists the procedures to be followed during an
engagement, designed to achieve the engagement plan.

External Service Provider

A person or firm outside of the organization that has special
knowledge, skill, and experience in a particular discipline.

Fraud

Any illegal act characterized by deceit, concealment, or violation of
trust. These acts are not dependent upon the threat of violence or

physical force. Frauds are perpetrated by parties and organizations to
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GLOSSARY

obtain money, property, or services; to avoid payment or loss of
services; or to secure personal or business advantage.

Governance

The combination of processes and structures implemented by the
board to inform, direct, manage, and monitor the activities of the
organization toward the achievement of its objectives.

Impairment

Impairment to organizational independence and individual objectivity
may include personal conflict of interest, scope limitations, restrictions
on access to records, personnel, and properties, and resource
limitations (funding).

Independence

The freedom from conditions that threaten the ability of the internal
audit activity to carry out internal audit responsibilities in an unbiased
manner.
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GLOSSARY

Information Technology Controls

Controls that support business management and governance as well as
provide general and technical controls over information technology
infrastructures such as applications, information, infrastructure, and
people.

Information Technology Governance

Consists of the leadership, organizational structures, and processes
that ensure that the enterprise’s information technology supports the
organization’s strategies and objectives.

Internal Audit Activity

A department, division, team of consultants, or other practitioner(s)
that provides independent, objective assurance and consulting services
designed to add value and improve an organization’s operations. The
internal audit activity helps an organization accomplish its objectives by
bringing a systematic, disciplined approach to evaluate and improve
the effectiveness of governance, risk management and control
processes.
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GLOSSARY

International Professional Practices Framework

The conceptual framework that organizes the authoritative guidance
promulgated by The IIA. Authoritative guidance is composed of two
categories - (1) mandatory and (2) recommended.

Must

The Standards use the word “must” to specify an unconditional
requirement.

Objectivity

An unbiased mental attitude that allows internal auditors to perform

engagements in such a manner that they believe in their work product
and that no quality compromises are made.

Objectivity requires that internal auditors do not subordinate their
judgment on audit matters to others.
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GLOSSARY

Overall Opinion

The rating, conclusion, and/or other description of results provided by
the chief audit executive addressing, at a broad level, governance, risk
management, and/or control processes of the organization. An overall
opinion is the professional judgment of the chief audit executive based
on the results of a number of individual engagements and other
activities for a specific time interval.

Risk

The possibility of an event occurring that will have an impact on the
achievement of objectives. Risk is measured in terms of impact and
likelihood.

Risk Appetite

The level of risk that an organization is willing to accept.
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Nthulybpp Yunwyjwpnud

Cwywiwywu nbwpbph wd hpwyhbwlubph pwgwhwjundw,
quwhwwundwu, yunwlwpdwu b huydwu gnpdpupwg, npu ninnywd
E wnpwdwnpbint fubjwdhun hwjwunhwgnd Yugqdwybpwniepjwu
uywuwwlyubph hpwlwuwgdwu Ypwpbpjw:

Uuhpwdbiywn

Uypwitinwpippulinp Yppwnnud Gu “wuhpwdbown £7 pwnp, Gpp
hwdwwwunwufuwunygniut wluwynd £ pugwnnigjudp wju
nbwptiph, Gpp dwutwghunwywu nwwnnniyjwu Yhpwndwu
nbwpnw hpwyhbwlubpu wpnwpwgunid Gu otinnwdp:

Uwpunpnieynit

Gplunyeh hwpwpbpwywu Yuplnpnientup wju hwdwunbpuwnnid,
npnud wiu hwoyh £ wnudb]’ ubpwnw) pwuwlwlwu b npulwywu
gnpdnuubipp, huswhuhp Gu Enyeyniup/punypen, nidqunip)niup,
htwbwupp, Yuplnpnigniup, wgnbignyeniup:

Uwutwghwmwlwlu nwunnnnipiniut ogunid | ubipphu
wninhinnpubpht bwywwnwyubiph Yupbnpnygjwu hwdwwnbpuwnnid
Gplnypubph Ewlwunientup guwhwuntGhu:

Uwnwtunwpwun

Utippht wninhwnh unwunwpuubph funphpnh Ynndhg
hpwwywpwyywsd dJwutwghwnmwlwu swihnpnahsubin, npnup
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Risk Management

A process to identify, assess, manage, and control potential events or
situations to provide reasonable assurance regarding the achievement
of the organization’s objectives.

Should

The Standards use the word “should” where conformance is expected
unless, when applying professional judgment, circumstances justify
deviation.

Significance

The relative importance of a matter within the context in which it is
being considered, including quantitative and qualitative factors, such
as magnitude, nature, effect, relevance, and impact.

Professional judgment assists internal auditors when evaluating the
significance of matters within the context of the relevant objectives.

Standard

A professional pronouncement promulgated by the Internal Audit
Standards Board that delineates the requirements for performing a
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SEPUPLURULNRKE3NRL GLOSSARY
uwhdwunid &U ubippht wninhwnh gnpdniubinyejwt hpwlwuwgdwu  broad range of internal audit activities, and for evaluating internal
U ubipphtu wninhnh wotuwwnwuph qguwhwwndwu wywhwugubpp: audit performance.
Uninhwnh mbluuninghwlwu dhgongubip Technology-based Audit Techniques
Swulwgwsd wywnndwinwgywsd wninhunnpwlwu gnpdhp, Any automated audit tool, such as generalized audit software, test data
huswhuhp Gu punhwupwgywd wninhnnpwywu dpwapbipp, generators, computerized audit programs, specialized audit utilities,
ptunwihu wnyjwjutiph ghubipwwnnpubipp, wyunndwwnwgywd and computer-assisted audit techniques (CAATSs).

wnnhunnpwlwu dpwagnpbipp, dwutwghunwgywd wninhinnpulwu
gnpdhpubipp b hwdwlwpgswihu wninhnnpulwu huwppubipp
(CAATS):
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