
# Term Definition

1 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.

2 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.

3 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 processes without the internal auditor assuming management responsibility. Examples
include counsel, advice, facilitation, and training.

4 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.

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

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

7 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.

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

9 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.

10 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.

11 Risk Appetite The level of risk that an organization is willing to accept.

12 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.

13 Inherent risk
the probability of loss based on the nature of an organization's business, without any changes to
the existing environment.

14 Residual risk
the remaining amount of loss exposure to which a business is subjected after all other risks have
been eliminated or offset through the application of risk management techniques.

15 Risk assessment
the identification of hazards that could negatively impact an organization's ability to conduct
business. These assessments help identify these inherent business risks and provide measures,
processes and controls to reduce the impact of these risks to operations.

16 Risk impact
Risk impact assessment is the process of assessing the consequences of risk events if they are
realized.

17 risk probability The chance that a risk will occur.

18 Risk Register 
A tool for documenting risks, and actions to manage each risk. As risks are identified they are
logged on the register and actions are taken to respond to the risk.

19 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.

20 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.
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