EXTRACT FROM AlBook 1

INTRODUCTION to Sample Extract :

The following pages are presented as an unedited extract from an AISF Insight Book: AIBook
1. They are included to illustrate how analysis is structured at the level of functions, roles, and
tasks within an organisational context.

Certain terms and classifications are used consistently across the full book to maintain
analytical coherence. In particular, task-level classifications such as:

* Assist — Al supports execution while responsibility remains fully human-led
* Augment — Al enhances analytical depth or speed, with human judgment central
» Automate (partial) — Al performs defined procedural tasks under human oversight

These are applied consistently throughout the analysis to describe how Al interacts with work
within a time scale.. This extract relates to Function of Internal Audit and is presented without
simplification or interpretation. Similar information exists for all the other Functions noted in
AlBook 1, namely:

. Finance

. Human Resources

. Operations

. Marketing

. Sales

. Information Technology

. Legal

. Procurement

9. Customer Service

10. Research and Development

11. Risk Management

12. Strategy & Corporate Development

13. Compliance & Regulatory Affairs

14. Data & Analytics

15. Internal Audit

16. Corporate Communications

17. Supply Chain & Logistics

18. Sustainability & ESG

19. Product & Innovation Management
20. Facilities & Physical Infrastructure

21. Corporate Strategy Execution & Transformation
22. Government & Public Affairs

23. Investor Relations

24. Partnership & Ecosystem Management
25. Executive Leadership & Board Governance
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Function 15 — Internal Audit

Current-State Definition & Boundaries

The Internal Audit function provides independent assurance to executive leadership and the
Audit Committee regarding the effectiveness of governance, risk management, and internal
control systems. It evaluates control design, tests operating effectiveness, assesses emerging
risks, and reports findings with escalation authority to the Audit Committee.

Within the 0-36 month horizon, Internal Audit typically spans five structural role clusters:

e Audit Planning & Risk Assessment

e Control Testing & Fieldwork

e Data-Enabled Audit & Continuous Monitoring
e Reporting & Escalation

e Audit Methodology & Quality Assurance

Internal Audit is structurally distinct from management functions. Its independence and
reporting line to the Audit Committee are foundational to its authority. Al augmentation affects
testing velocity and analytical depth, but it does not alter independence requirements or
assurance accountability.

This chapter examines how Al alters task composition within Internal Audit without
extrapolating to workforce-level conclusions.

Role — Task Decomposition

Role Cluster 1: Audit Planning & Risk Assessment
Core Tasks:

o Enterprise risk assessment review
e Audit universe development

e Risk prioritisation

e Audit plan drafting

o Stakeholder interviews

o Emerging risk identification

Interpretive Consequence
Al assists with risk data aggregation and thematic pattern detection across risk registers and

incident logs. Planning cycles may accelerate. However, risk prioritisation judgment and final
audit scope determination remain human-accountable.



Model-supported risk ranking may unintentionally reinforce historical risk weighting if not
independently challenged.

Role Cluster 2: Control Testing & Fieldwork
Core Tasks:

e Control design evaluation

e Sampling selection

o Evidence review

o Walkthrough documentation
e Issue identification

e Root cause analysis

Interpretive Consequence

Al augments sampling analytics and document review acceleration. Evidence scanning
becomes more efficient. However, determination of control effectiveness, deficiency
classification, and root cause articulation remain human-led.

Testing velocity increases exposure if professional skepticism declines under automation-
supported evidence review.

Role Cluster 3: Data-Enabled Audit & Continuous Monitoring
Core Tasks:

e Transaction analytics

o Exception pattern detection

e Continuous control monitoring
e Dashboard review

e Anomaly escalation

o Data integrity validation

Interpretive Consequence
Al strengthens anomaly detection and enables continuous monitoring capabilities. Exception
visibility increases substantially. However, independent testing remains distinct from

management’s own monitoring.

Continuous monitoring does not replace periodic independent assurance. Clear separation
between management analytics and audit validation must be preserved.



Role Cluster 4: Reporting & Escalation
Core Tasks:

e Draft audit findings

e Management response coordination
e Remediation tracking

e Audit report preparation

e Audit Committee presentation

o Escalation of critical findings

Interpretive Consequence

Al assists with report drafting and summarisation. Reporting cycles compress. However,
severity grading, independence of language, and escalation judgment remain human-
accountable.

Escalation authority to the Audit Committee must remain explicit, particularly where systemic
control weaknesses are identified.

Role Cluster 5: Audit Methodology & Quality Assurance
Core Tasks:

e Methodology documentation

o Working paper standardisation

e Quality review procedures

e Regulatory alignment review

o External audit coordination

e Training & capability development

Interpretive Consequence
Al assists with documentation structuring and cross-referencing. Working paper consistency
improves. However, methodological rigor, independence review, and professional standards

adherence remain human-led.

Model auditability and traceability documentation become increasingly important where Al-
enabled testing is used.



Al Impact Mapping (Task-Level)

Audit Planning & Risk Assessment

Task
Risk data aggregation

Audit universe drafting

Risk ranking
Plan drafting

Stakeholder interview
synthesis

Classification 030 Month
Impact
Augment Rapid synthesis
Assist Temp lat§
acceleration

Assist Analytical support
Assist Draft acceleration
Assist Summary drafting

Emerging risk scanning ~ Augment

Control Testing & Fieldwork

Task
Sampling analytics

Evidence scanning

Walkthrough
documentation

Issue identification
Root cause analysis

Control evaluation

Pattern detection

Governance Implication

Independent prioritisation
required

Approval authority human

Judgment remains human
Accountability unchanged

Interpretation authority
human

Oversight required

Classification 0-36 Month Impact Governance Implication

Augment

Assist

Assist
Assist
Assist

Human-led

Data-driven selection

Document
summarisation

Structured drafting

Pattern suggestion

Comparative
suggestions

No automation

Data-Enabled Audit & Continuous Monitoring

Task
Transaction analytics

Continuous
monitoring

Dashboard review

Exception escalation
Data validation

Anomaly
documentation

Classification

Augment

Automate
(partial)

Assist

Assist
Augment

Assist

Validation discipline

Professional skepticism
required

Accountability unchanged
Final determination human
Approval authority human

Assurance authority central

0-36 Month Impact Governance Implication

Real-time patterning

Alert generation

Comparative
summaries

Draft documentation
Integrity checks

Structured drafting

Independent validation
required

Escalation clarity required

Oversight unchanged

Decision authority human
Audit accountability

Authority unchanged



Reporting & Escalation

0-36 Month

Task Classification Governance Implication
Impact
Finding drafting Assist Draft acceleration Independence preserved
Management response Assist Structur'ed Authority unchanged
summary synthesis
. . Automate Workflow . .
Remediation tracking (partial) tracking Oversight required
Audit reporting Assist Template support Accountability central
Committee presentation . Briefing Escalation authority
. Assist .

drafting preparation unchanged
Critical escalation Human-led No automation Audit Committee authority
Audit Methodology & Quality Assurance

Task Classification 0-36 Month Impact Gove‘rnaflce

Implication
Working paper structuring Assist Documentation Traceability required
support
Methodology Assist Template acceleration Approval authority
documentation human
. . Cross-reference . .

Quality review checks Augment support Oversight required
Regulatory alignment Assist Comparative analysis Accountability
review unchanged
External audit coordination Assist Workflow support Authority unchanged
Training documentation Assist Draft acceleration Oversight required

Human—Al Boundary Analysis

Internal Audit experiences strong augmentation in sampling analytics, documentation drafting,
and anomaly detection. Automation remains procedural in monitoring and workflow
management.

Three structural dynamics emerge:

1. Automation vs Independent Assurance
Continuous monitoring tools may resemble management analytics. However,
independent assurance requires distinct testing, judgment, and reporting lines to the
Audit Committee.

2. Continuous Monitoring vs Periodic Testing
Automation increases visibility but does not eliminate the need for structured
fieldwork and professional skepticism.



3. Model Auditability & Traceability
Where Al-enabled analytics are used in audit testing, documentation of methodology,
parameter selection, and exception criteria must remain traceable and defensible.

Board-level reliance on internal audit analytics must preserve independence thresholds. Audit
Committee oversight remains structurally central.

Automation increases detection capacity.
It does not transfer assurance responsibility from independent auditors.

Cross-Role Synthesis
Across Internal Audit:

e Sampling accelerates.

e Monitoring becomes continuous.
e Documentation compresses.

o Escalation authority concentrates.

As with prior governance-heavy functions, preparatory effort declines while independence,
professional skepticism, and Audit Committee accountability intensify.

Assurance fragility may increase if automation reduces visible testing rigor or blurs separation
between management analytics and independent review.

Near-Term Implications (0—36 Months)
Within the bounded horizon:
e Data-enabled audits increase in scope.
e Continuous monitoring dashboards proliferate.
e Reporting cycles shorten.
o Audit Committee expectations for data transparency increase.
For Chief Audit Executives:
o Explicit documentation of analytical methods becomes essential.
e Clear differentiation between management monitoring and audit assurance must be
maintained.

For Audit Committees:

e QGreater reliance on data-driven insights requires defined thresholds for escalation.
e Assurance over model-driven decision environments becomes more prominent.



Efficiency gains in audit preparation increase dependency on disciplined independence and
methodological clarity.

Failure Mode

If governance does not adapt:

o Continuous monitoring may be misinterpreted as independent assurance.
e Model-based sampling may reduce professional skepticism.

o Escalation pathways for systemic issues may become ambiguous.

e Documentation traceability may weaken under accelerated drafting.

Regulatory criticism, Audit Committee dissatisfaction, external audit challenge, or reputational
damage may arise if assurance independence is perceived as compromised.

The failure is structural.

Automation without explicit independence preservation, methodological transparency, and
clear Audit Committee escalation authority concentrates assurance risk under accelerated
analytics.

Uncertainty & Divergence Notes

Adoption speed varies by organisational data maturity, regulatory scrutiny intensity, and Audit
Committee expectations.

Tasks marked as Automate (partial) remain contingent upon:

o explicit independence safeguards,

e documented analytical methodologies,

o defined escalation protocols to the Audit Committee,
e and preserved professional skepticism standards.

No workforce-level extrapolation is implied.

Role composition shifts.
Independence centralises.
Escalation authority remains concentrated.

Within the 0-36 month horizon, Internal Audit does not diminish.

It becomes more analytics-enabled, more continuously informed, and more structurally
accountable for preserving independent assurance under automation-accelerated
environments.
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