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Today’s Objectives:
During this presentation, you can expect to:

1. Deepen understanding on the three lines model with focus on role 

and responsibilities of compliance

2. Discuss leading practices for auditing and monitoring across the 

three lines model

3. Learn from practical examples with key takeaways and tools

4

Polling Question #1

Which of the following best describes my familiarity with the 3 Lines Model?

A. I am an expert. I could be giving this presentation. 

B. I am familiar with the model but interested in learning more.

C. I am a novice. I only remember something about 3 Lines that was a trick question on my driver’s test. 
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What is the Three 
Lines Model?
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The Three Lines 
Model

A model offering an opportunity 

for organization's three lines to 

align on activities through 

communication, coordination, 

cooperation, and collaboration

What is the Three Lines Model?

The Three Lines Model is comprised of the 

governing body, management, and internal 

audit, with differing levels and perspectives in 

confirming risks are appropriately managed 

within the enterprise

Three Line Goals: 

• Risk-based decision-making – A considered 

process that includes analysis, planning, action, 

monitoring, and review, and takes account of 

potential impacts of uncertainty on objectives

• Assurance – Independent confirmation and 

confidence

Objectives of the Three Lines Model

Provide clarity on roles overseeing risk and controls within the Three Lines Model

Alignment on risk management objectives to help achieve optimal assurance activities 

and a lower cost of compliance

Help prevent over indexing on risk mitigation activities and focusing on value creation 

of controlled risk taking

Source: “THE IIA’s THREE LINES MODEL” An update of the Three Lines of Defense

The Institute of Internal Auditors www.globaliia.org [IIA]
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Three Lines 
Model 
Visualization

The Three Lines Model is 

comprised of the governing 

body, management (first and 

second lines of defense), and 

internal audit (third line of 

defense), with differing levels 

and perspectives in confirming 

risks are managed within the 

enterprise
First line roles:

Provision of 

products/services to 

clients; managing 

risk

Second line roles: Third line roles:

Expertise, support, 

monitoring, and 

challenge on risk-related 

matters

Independent and objective 

assurance and advice on 

all matters related to the 

achievement of 

objectives

MANAGEMENT

Actions (including managing risk) to achieve 

organizational objectives

GOVERNING BODY

Accountability to stakeholders for organizational oversight
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INTERNAL AUDIT

Independent assurance

Governing body roles: Integrity, leadership, and transparency

KEY: Accountability, 

reporting

Delegation, 

direction, 

resources, 

oversight

Alignment, 

communication, 

coordination, 

collaborationSource: “THE IIA’s THREE LINES MODEL” An update of the Three Lines of Defense

The Institute of Internal Auditors www.globaliia.org [IIA]
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The Three Lines 
Model Updates

By The Institute of Internal 

Auditors (IIA) in July 2022

Better identifies and structures interactions and 

responsibilities of those charged with governance 

(management, internal audit (IA)

Emphasizes that the role of management, the 

board and the internal auditors is to enhance 

the value of organizations, not just protect it

Recognizes emerging risks far 

enough out to prepare the organization 

to mitigate or address them

Highlights the importance 

of communication and collaboration

Confirms Internal Audit’s work is 

relevant and helps the organization 

both strategically and operationally

Key points:

➢ The IIA has shortened the 

name to the “Three Lines 

Model” to de-emphasize 

the defensive approach 

(formerly known as 

Three Lines of Defense)

➢ This acknowledges 

that risk-based decision-

making is as much 

about seizing 

opportunities as it is 

about defensive moves

What happened?

Source: “THE IIA’s THREE LINES MODEL” An update of the Three Lines of Defense

The Institute of Internal Auditors www.globaliia.org [IIA]
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• Leads and directs actions (including 

managing risk) and application of 

resources to help achieve the 

objectives of the organization

• Maintains a continuous dialogue with the 

governing body, and reports on: 

planned, actual, and expected 

outcomes linked to the objectives of the 

organization; and risk

• Establishes and maintains appropriate 

structures and processes for the 

management of operations and risk 

(including internal control)

• Confirms alignment with legal, 

regulatory, and ethical expectations

• Provides complementary experience, 

support, monitoring, and challenge related 

to the management of risk, including:

• The development, implementation, and 

continuous improvement of risk 

management practices (including internal 

control) at a process, systems, and entity 

level

• The achievement of risk management 

objectives, such as: compliance with 

laws, regulations, and acceptable ethical 

behavior; internal control; information and 

technology security; sustainability; and 

quality assurance

• Provides analysis and reports on 

adequacy and effectiveness of risk 

management (including internal control)

• Maintains primary accountability to 

the governing body and independence 

from the responsibilities of 

management

• Communicates independent and 

objective assurance and advice to 

management and the governing body 

on the adequacy and effectiveness of 

governance and risk management 

(including internal control) to support 

the achievement of organizational 

objectives and to promote and facilitate 

continuous improvement

• Reports impairments to independence 

and objectivity to the governing body 

and implements safeguards as 

required

1st and 2nd line – Management (Compliance, Legal) 3rd line – Internal Audit

Source: “THE IIA’s THREE LINES MODEL” An update of the Three Lines of Defense

The Institute of Internal Auditors www.globaliia.org [IIA]

Roles of 
Three Lines
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• Provides good-faith estimate of 

expected charges

• Assists in interpreting the NSA and 

develops a process to comply

• Independently assesses whether 

new processes and controls 

comply with the NSA

1st – Management 

(Operations)
3rd line – Internal Audit

One Team Approach

No Surprises Act Example

2nd line – Management 

(Compliance, Legal)

No Surprises Act (NSA) 

Uninsured 
Patient

Illustrative
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Third Party Contract Management

• Implement a contract 

management process for 

operational leadership to initiate, 

review, approve, and execute 

agreements that are compliant 

with business, legal and 

regulatory expectations.

• Advise on legal and regulatory 

requirements (e.g., Stark Law, 

exceptions, fair market value, 

commercial reasonableness) and 

perform pre-execution monitoring 

and compliance review.

• Independent audit and 

assurance that the established 

process is working effectively, 

documentation protocols are 

being followed, etc.

1st – Management 

(Operations)
3rd line – Internal Audit

One Team Approach

2nd line – Management 

(Compliance, Legal)

Third Party Contract Management

Company

Illustrative
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• Implement operational flexibilities 

and adaptations consistent with 

regulatory waivers. “Command 

Center” approach

• Assist with interpretation of waivers, 

provide guidance to facilitate risk-

based decision-making and 

compliant operations. Monitoring 

during waiver period

• Independently assess whether 

processes and controls comply 

with waivers. Conduct Post-

waiver audits to validate 

appropriate “reset” when 

flexibilities sunset

1st – Management 

(Operations)
3rd line – Internal Audit

One Team Approach

Pandemic/Emergency Regulatory Waivers

2nd line – Management 

(Compliance, Legal)

Pandemic/Emergency Regulatory Waivers

Organization

Illustrative
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Polling Question #2

How do your internal audit and compliance functions report up to the organization?

A. Report to a common leader

B. Report to different leaders

C. We are one team!

Collaboration in 
Practice –
Practical 
considerations for 
internal audit and 
compliance 

13
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Opportunity 
Areas for 
Internal Audit 
and Compliance 
Collaboration

Based on the current roles and responsibilities for IA and Compliance, below 

are examples of areas where we typically see significant 

coordination/collaboration between these functions across the industry

Increased coordination 

between IA and Compliance 

can often assist in increasing 

overall efficiency and evolving 

the capabilities of both teams

Planning risk 

assessment/universe

Coordinating key stakeholders to be included in risk 

assessment discussions to incorporate perspective, e.g., 

previous audits/issues

Conducting risk 

assessment

Collaboration in identifying priority risks to include in 

yearly workplans based on external (trends) and internal 

(interviews) perspectives 

Developing workplan(s)
Collaboration in developing the scopes for audits / 

assessments for identified risks / focus areas; identifying 

possible “joint audits”

Conducting audit(s)
Ongoing collaboration and communication during audits 

to provide feedback and guidance to both teams; shared 

resourcing of selected audits

Monitoring & analytics

Coordination in monitoring and tracking status of 

management action plans until completion; Opportunity 

for teams to leverage data analytics for efficient 

monitoring

LIFE SCIENCES CONSULTING GROUP 16

Harmonizing and 
Operationalizing 
Between Internal 
Audit and 
Compliance

Illustrative Example

Future state…Current state…

Risk assessment:

High priority risks identified from both external 

(trends) and internal (interviews) perspectives 

(e.g., Cybersecurity, telehealth, 340B, Provider 

Relief Fund, Third Party Vendors, Workplace 

Safety) 

Internal Audit:
Owns specific risks and 

conducts focused 

operational audits (e.g., 

Cybersecurity, 340B, 

Telehealth), then reports 

results to the Board

Compliance:
Owns Auditing & 

Monitoring, investigations, 

and HelpLine and conducts 

focused assessments 

where requested (e.g., Third 

Party Vendors, Provider 

Relief Fund)

Final Report & Board 

Communication

Final Report & Board 

Communication

Risk assessment:

High priority risks identified from both external 

(trends) and internal (interviews) perspectives 

(e.g., Cybersecurity, telehealth, 340B, Provider 

Relief Fund, Third Party Vendors, Workplace 

Safety) 

IA and CR 

collaborate 

on specific 

risks relevant 

to both areas 

(joint workplan 

items and co-

resourcing)

Internal Audit:

Develops annual 

plan in harmony 

with A&M plan, 

owns specific risks, 

and coordinates 

with CR for findings 

and approach of 

audit

Compliance:

Owns specific 

risks and 

coordinates with 

IA for findings 

and approach of 

audit

Final Report

15
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Compliance Monitoring

Audit ID:

Steps

1 Perform Compliance Risk Assessment

2 Identify Compliance Risk Areas

3 Conduct Workplan Risk Area Prioritization 

4 Confirm Desired Monitoring Activities

5 Initiate Communication with Operational Stakeholders

6 Share Resources (Regulations/Rules/Expectations)

7 Confirm Overall Monitoring Goals & Scope

8 Identify Specific Monitoring Steps / Protocols / Sampling

9 Develop a Monitoring Tool for Results Documentation

10 Establish Communication, Reporting, and Trending Process

11 Collaborate to Review Monitoring Results

12 Identify Opportunity Areas / Advise on Potential CAPs

13 Monitor CAPs, recommend Auditing as necessary

Compliance Monitoring and Auditing Workplan
Illustrative

Compliance Auditing

Audit ID:

Steps

1 Select Accounts

2 Issue RFP

3 Create Contract

4 Coordinate Remote Access

5 Kick-Off Meeting / Walk-Through

6 Conduct Audit Review

7 Validate Results

8 Gather Reviewer Feedback & Reconciliation

9 Conduct Workgroup Meeting, if needed

10 Prepare Data Summary

11 Draft Executive Summary and Corrective Action Plan (CAP)

12 Conduct Audit Findings Meeting and Agree on CAP

13 Monitor CAP implementation

18

Polling Question #3

Which of the following answers best describes the relationship between the 

Compliance and Internal Audit functions at my organization?

A. The functions meet regularly to share information and coordinate. They collaborate on risk 

assessment, auditing & monitoring, work plan, and reporting activities.

B. The functions occasionally share information but remain mostly “siloed” as it relates to their activities 

and reporting. 

C. I am not sure how the functions collaborate at my organization.

17
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Leading Practices 
to Help Strengthen 
and Sustain 
Collaboration 
across Three Lines 
Model

20

“The governing body, management, and internal audit 

have their distinct responsibilities, but all activities 

need to be aligned with the objectives of the 

organization. The basis for successful coherence is 

regular and effective coordination, collaboration, and 

communication. ”

Source: “THE IIA’s THREE LINES MODEL” An update of the Three Lines of Defense

The Institute of Internal Auditors www.globaliia.org [IIA]
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Leading practices Common pitfalls

• “One team” culture and common 

understanding of risk, compliance 

and audit

• Dynamic talent and experience, with 

innovative mindset

• Unified approach and guiding 

principles

• Effective stakeholder management, 

collaboration, and timely 

communication

• Tools, digital assets, analytics, and 

automation

• Knowledge sharing

• Silo mentality, leading to a lack of 

coordination and duplication of risk 

areas and gaps

• Misaligned or conflicting assurance 

opinions

• Duplication of assurance activities 

between Three Lines

• Duplicative testing, resulting in less 

time to focus on the business at 

hand

• Over-fitting or over-strengthening of 

the second line 

Leading 
Practices and 
Common Pitfalls

As organizations move to 

implement or advance the 

Three Lines Model within their 

functions, keeping in mind the 

leading practices and common 

pitfalls can help further access 

the value of the model.
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Transforming 
Risk and Audits

Together we explored the value 

of the Three Lines Model, 

including these key takeaways:

One Culture

The governing body, management,           
and internal audit have their distinct 

responsibilities, but all activities need          to 
be aligned with the objectives of the 

organization

Both Proactive and Defensive

Risk-based decision-making is                     
as much about seizing opportunities            

as it is about defensive moves

Collaboration Benefits

Increased coordination between IA and 
Compliance can often assist in increasing 

overall efficiency and evolving the 
capabilities of both teams

Enhanced Perspectives

Sharing of risk for cross functional     
coverage which promotes the    identification 

of risks from different perspectives 

21
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Q&A

Thank You!!!
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