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23 April 2021

Today's agenda

1. Introduction

2. How is technology shaping the future of
internal audit?

3. Demo: Virtual Internal Auditor (VIA)

4. Experiences with using data analytics

5. Wrap-up and next steps
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Challenges faced by Chief Audit Executives (CAEs) today

Society is becoming increasingly digitalized and it's happening at a rapid pace. Because of this every industry is changing and the cycles of change are moving
ever faster. Operating models are shifting and competitive advantage is only achieved through disruption and innovation.

No time to . .
. Limited Risk
focus on risks
. Coverage
and topics

only focusing

beyond todays in-house

@ scope
Not relevant No capability

for their to perform full
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(C-Suite, AC) testing

(14

Chief audit executives (CAEs) are increasingly concerned
about how to govern, protect and best utilize data. Despite

Only No capacity its strategic importance, organizations have been slow to
reporting and capability dobt d £ K ne th <k of
what has to perform full adopt data governance frameworks, putting them at risk o

large fines, poor strategic decision making and misallocation
of critical resources.

happened in root cause
the past analysis @
Traditional
Annual Risk backward

Assessment looking

approach
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How will IA work in the future?

Operating model

An agile and flexible
approach that is in tune
with the organization'’s
strategic direction and
priorities and addresses
the changing business
landscape.

IA will employ a variety of
dynamic outputs, on a more
real-time basis, and go
beyond root cause analysis
to provide best practices,
sector trends and relevant
benchmarks to meet the
needs of stakeholders.

A

No longer focused on look-back activities; IA professionals
will apply more judgment in their work and focus their
attention on emerging risks and outcomes, not the
existence of processes and controls.
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How will IA work in the future?

Use of technology

|A functions will digitally
augment their capabilities
with advanced data
analytics, bots and machine
learning to handle the
volume, speed and
complexity of data.

A

The adoption of
continuous monitoring
and validation by the
first and second lines will
shift the focus from
detecting to predicting
control failures and risk
triggers.

A functions will digitally report their results

(e.qg., dashboards, text alerts) in real time, providing

business insights and strategic advice.
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EY Virtual Internal Auditor (EY VIA)




How did we define our approach?
Key issues CAEs are facing

Challenges: As of today:
» Limited Risk Coverage only » All tools are providing a process flow or are scattered to address some of the challenges isolated
focusing in-house only

» No capability to perform full

Pl LS They are looking for:
» No capacity and capability to » Full Risk Coverage of the defined audit universe (breadth and depth)
perform full root cause analysis
» Full population testing
» Traditional backward looking

approach » Full root cause analysis
» Annual Risk Assessment » Mix of continuous Risk Monitoring and periodical Risk Assessment
» Only reporting what has » Combination of (traditional) backward looking approach, real-time and predictive analysis

h dinth t
appened in the pas » Mix of reactive and proactive audit response

» Not relevant for their I - » S
stakeholders (C-Suite, AC) » Become more relevant through deeper insights

» No time to focus on risks and » More time to focus on risks and topics beyond todays scope

topics beyond todays scope » Flexible, differentiating and industralized reporting capabilites
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Functional flow of EY VIA

Continuous Risk Monitoring

Risk Assessment Input

EYVIA Setup

e T R Flexible Audit Response Model (FARM)

Audit Universe

-

Risk Universe

Process Universe

Inquiry
4 integrated layers
» Audit History & » Qualitative Assessment

White Spots 3 Quantitative
» External Risks Assessment

Analytics &
Robotics

Reporting
Follow-up

Risk Assessment/ Dashboards

Plan Audit Response

Fieldwork
Audits

I 9%
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Take Action Change Risk Level Dismiss Snooze
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Our modules as of today

l Risk Monitoring ‘ I Flexible Audit Response Model (FARM)

Risk Analytics
Audit Management | Reporting |

v Module 1 '
o W s W W e

__ Audit Execution

Module 2

Analytics Workbench Video Reportin

Set-Up and Administration
Inquiry Video Reporting
POV petnadoqy Unis £V RACMS N ey

Admin & Set-Up

Module O .
Assessment Follow-Up
Module 4 Module 6
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Demo: EY Virtual Auditor
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| will share my thoughts on three key success criteria

@ Change more than the applied technology to get maximum value
Q:g Combine domain knowledge with analytical capabilities

‘)C}(go Take action to improve data availability and data quality
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Change more than the app

Organizational

CULTURE




Vinmonopolet transformed the way they performed their store audits

The store audits one year ago...

=

";r..i".'i ...audited one store at a time

f' ...involved physical store visits

Sa— ...reviewed transactions two months back
9 in time

,GD ...picked transactions for investigation at
Ewl random
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The store audits today...

...covers all stores, every four months

a
A—‘A ...i1s performed from the head quarters

1010 c . .
1001.‘ ..reviews all transactions in every store
110101 throughout the year

‘ ..uses customized risk indicators with
= high precision to sample for investigation
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Combine domain knowledge with analytical
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Result of close cooperation T@

Butikk X

26,63M 80,33K

P KP sammenlignet med

(justert for omsetning) butiideer | kategon
€

-70,19K -2b46 Mer enn de

fleste

-39.77K -1.49K Mer enn de

fleste

-20.41K -766,40

Pa snittet

20.72K 777.96 Mindre enn

de fleste

-3.83K -143.96 Mer enn de

fleste
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Take action to improve data availability and data quality

£ 77

Measure data quality
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¥

Showcase examples of

good data quality and

build internal success
stories

.—>t
B0

Recommend adjustments

to processes or controls

that will improve quality
or generate new data

Give credit for
improvements

EY



Key takeaways
How is technology shaping the future of internal audit?

Society is becoming increasingly digitalized and it's
happening at a rapid pace

Data and technology offer huge potential and opportunity,
but also require internal audits to move away from
traditional ways of working

By leveraging technology and analytics internal auditors
become more relevant through real-time and deeper
insights while allowing for faster risk-response
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In the next webinar we will discuss what type of people and skills the future
internal audit will require

Technology
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EY | Assurance | Tax | Strategy and Transactions | Consulting

About EY

EY is a global leader in assurance, tax, transaction and advisory services. The
insights and quality services we deliver help build trust and confidence in the
capital markets and in economies the world over. We develop outstanding

leaders who team to deliver on our promises to all of our stakeholders. In so
doing, we play a critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate legal
entity. Ernst & Young Global Limited, a UK company limited by guarantee, does
not provide services to clients. Information about how EY collects and uses
personal data and a description of the rights individuals have under data
protection legislation are available via . For more information
about our organization, please visit ey.com.

© 2021 EYGM Limited.
All Rights Reserved.

EYG no. 004430-20Gbl
ED none

This material has been prepared for general informational purposes only and is not intended to be relied
upon as legal, accounting, tax or other professional advice. Please refer to your advisors for specific advice.
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