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MONITOR NEW ECONOMY
The Future of Assurance in Start-ups, Unicorns
and High Growth Enterprises

Prajakta Buggewar & Shiva Raj Katari 
Global Risk Management Institute 

Introduction: When Growth Outpaces 
Governance

Startups and unicorns have exploded over the last 
10 years, transforming every industry from fintech 
to healthtech to quick commerce and AI platforms. 
With more than 100 unicorn births in the last decade 
alone (DPIIT, 2024), India has become one of the 
largest startup ecosystems in the world. But there 

haven’t just been valuation surges and hyper-growth 
narratives; along with that there have also been 
governance failures in some high-profile startups 
— both across the globe as well as domestically — 
which epitomized a pattern that is fast becoming 
evident: growth has often outrun governance.

This new economy embodies a paradox for internal 
audit leaders. Startups are engines of innovation, 
and their control environments tend to be 
adaptable, informal, and founder-led. Traditional 
audit approaches — rooted in stable, process-
heavy enterprises — may fall short when it comes 
to the velocity and digital intensity of high-growth 
companies, as well as funding pressures.

Auditing the new economy thus requires not 
incremental adaptation, but structural reimagining.
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Understanding the New Economy Risk 
Landscape

Compared to legacy companies, high-growth 
companies exhibit fundamentally different 
characteristics relative to five key factors:

•	 Speed vs Structure: Start-ups typically prioritize 
speed to market over building controls. The 
majority of controls are established after the 
fact with rapid geographic and product line 
expansion resulting in fragmented operational 
processes and a lack of consistency in the 
maturity of operational controls.

•	 Founder-Centric Decision Making: Due 
to the concentration of power and informal 
governance structures of start-up companies, the 
segregation of duties and oversight mechanisms 
may be weakened.

•	 Core Technology Infrastructure: Due to the 
nature of their technology stack (cloud-native, 
API integrations, AI-powered decision support 
systems, outsourced SaaS providers), start-
ups face increased risk associated with cyber 
security and third parties (NIST, 2018).

•	 Revenue Recognition and Valuation Pressure: 
Investor/prospect expectations and rounds of 
funding introduce risks associated with revenue 

recognition, manipulated KPIs, and the integrity 
of performance reporting.

•	 Regulatory Uncertainty: Starting companies 
often operate in a regulatory grey area — 
particularly in fintech, edtech, cryptocurrencies, 
and platform-based models — and the regulatory 
framework governing these industries is subject 
to change.

Agile Assurance with Traditional Audit

3.1  Early Integration of Risk at the Growth Curve

In an early stage company, many view internal 
audit as being either too early or ‘too bureaucratic’. 
Best practices indicate that early introduction of 
sufficiently sized governance/controls for the size 
of the business (i.e., appropriate governance that 
coincides with the principles of internal control 
defined in COSO) is prudent.

•	 Conduct risk assessments based on the 
company’s maturity.

•	 Evaluate financial reporting integrity along 
with monitoring cash burn and access control 
security features.

•	 Implement maker/checker controls for key 
financial and system-related workflows.

•	 Have audit oversight at the board level even 
prior to IPO planning activities.
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Establishing early governance can result in saving 
significant remediation costs in later phases of 
the business lifecycle, particularly during due 
diligence or preparations for IPO.

3.2 Continuous Auditing with a Data-Driven 
Approach

High-growth businesses have a digital operating 
model. Therefore, the internal audit function should 
also reflect this digital DNA. Internal audit functions 
should install continuous data monitoring:

•	 Continuous Control Monitoring
•	 API Based Data Extraction
•	 Automated Anomaly Detection
•	 Key Risk Indicators (KRI) Dashboard – Real-

Time Display

For example, there can be ongoing monitoring of 
quarter-end spikes in revenue through the use of 
sales logs; excess log entries for override changes 
from the ERP system; and exceptions related to 
privileged user access.

3.3 Evaluating Financial Models — More Than 
Just Revenue

Unicorn startups typically use narrative valuation 
methods based on metrics like Gross Merchandise 
Value (GMV), Customer Acquisition Cost (CAC), 
Lifetime Value (LTV), and Burn Rate. From an 
Internal Audit perspective, a review includes:

•	 Review of the reliability of KPI calculations.
•	 The appropriateness of assumptions used in 

Financial Forecasts.
•	 Implementation and capitalization of policies 

related to technology development costs.
•	 The appropriateness of revenue recognition 

in subscription and/or marketplace business 
models.

•	 The appropriateness of related party 
transactions and transparency in ESOP 
accounting.

Domain literacy will become a core competency of 
the audit function.

3.4 Strengthening Governance While Not Stifling 
Innovation

In the world of auditable start-up companies, 
the hardest area for an auditor to deal with is 
cultural sensitivity. Many companies will resist 
implementation of controls that may seem overly 
rigid.

•	 Make use of a strategic advisory ‘touch’ to the 
Internal Audit function.

•	 Utilize a ‘heatmap’ approach for assessing risk 
instead of a compliance-centered checklist.

•	 Design Controls with scalability in mind.
•	 Position risk mitigation as a means to protect 

value, not create bureaucracies.

Figure 2: Internal Audit Transformation – Strategic Advisory 
Role
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Governance by Growth Stage

Governance of start-ups should evolve over phases. This lifecycle-based approach aligns assurance with 
maturity:

Growth Stage Audit Focus

Seed / Early

Series A / B

Pre-IPO

Post-IPO

Cash management, fraud risk, access controls

Process formalization, vendor governance, KPI reliability

SOX/IFC readiness, board reporting, enterprise risk management

Regulatory compliance, ESG assurance, cyber resilience

Third-Party and Cloud Risk: The Invisible 
Perimeter

Most of the start-ups use third-party services such 
as cloud hosting, payment processing, analytics, 
HR SaaS, outsourced development teams, and other 
infrastructure solutions. A robust Third-Party Risk 
Management (TPRM) process must include:

•	 Review of SOC 1 / SOC 2 reports
•	 Monitoring service levels
•	 Ensuring compliance with data localization 

laws
•	 Validation of all APIs through security 

assessment
•	 Testing incident response plans

The evolving data protection regime in India and 
global standards such as ISO 27001 require that 
internal audit help ensure that the use of third parties 
does not erode accountability. Cyber resilience has 
changed from an IT risk to an enterprise viability 
risk.

 
Figure 3: Third-Party Cyber Risk Management Framework

ESG and Reputation Risk in Unicorns

With the increasing importance placed on 
governance, sustainability and ethics, investors 
are beginning to assess start-ups based upon ESG 
disclosures, diversity metrics, and environmental 
footprint reporting. The following should be part 
of an audit leader’s review:

•	 The accuracy of ESG disclosures
•	 The governance of AI and algorithmic bias
•	 The use of data privacy practices
•	 The processes for whistle-blowing
•	 Board of director independence

Reputation degradation happens much more 
quickly in the digital world since there is social 
amplification and immediate exposure.

Figure 4: ESG Framework – Environmental, Social & 
Governance Pillars

Preparing for IPO and Regulatory 
Scrutiny

Unicorns are working toward their IPO date by 



78INTERNAL AUDIT TODAY

using their internal audit departments to build 
and be a partner in their strategic transformations. 
Critical areas of readiness include:

•	 Design and testing of Internal Financial 
Controls (IFC)

•	 Compliance with SOX (or equivalent) for 
international listings

•	 Documentation of key processes: P2P, O2C, 
H2R, and IT General Controls (ITGC)

•	 Segregation of duties and access governance
•	 Change management, including controls for 

system configuration

Remediating the issues at the time of IPO is 
exponentially expensive compared to building out 
phased maturity. The internal audit function needs 
to anticipate issues versus be reactive.

The Human Element: Ethics in High-
Growth Culture

The root cause of failure for most governance 
structures is not weak systems; the primary 
weakness comes from weak ethics culture. The 
high-pressure growth environment of unicorns can 
create an incentive to engage in:

•	 Tactics geared towards revenue acceleration
•	 Misclassification of expenses
•	 Override of controls
•	 Aggressive accounting interpretations

The internal audit function 
should focus on tone at the 
top, motivation of people 
based on incentive structure, 
and responsiveness to 
whistleblower activities. Ethics are 
not a checklist item — they are a 
multiplier effect for resilience.

The Path Ahead: A Strategic Vision for 
Internal Auditing

There are five transformative changes needed to 
audit start-up and unicorn companies effectively:

•	 Continuous Assessments: Replace periodic 
reviews with ongoing monitoring.

•	 Holistic Business Model Review: Look at the 
business model as a whole, not just financials.

•	 Risk-Based Consultation: Consult on risk 
mitigation instead of enforcing compliance.

•	 Predictive Analytics: Use predictive analytics to 
anticipate risks before they materialise.

•	 Scalable Governance: Develop scalable 
governance systems rather than fixed ones.

The internal auditor must help ensure innovation 
is based upon integrity, scalability and trust. In a 
capital-rich environment, where the market may see 
a dramatic increase in value overnight, sustainable 
value is reliant upon maintaining a disciplined 
approach to governance.

Conclusion

Most startups/unicorns represent ambition, change, 
and technology. However, past experience indicates 
that poor governance can quickly erode enterprise 

value. Internal Auditors now sit in a critical 
position between innovation and accountability.

By utilizing agile methods, 
digital analytics, lifecycle-based 
governance models, and ethical 

oversight, Internal Auditors 
may transform themselves 

from backward evaluators of 
operations to strategic creators of 

a sustainable future. Assurance 
in the new economy will not 
only provide an opportunity 

for an organisation to grow 
— it will also help ensure 

that it continues to grow.
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Auditing the New Economy
Startups, Unicorns & High-Growth Companies
Saakshi Ranka
Scholar – Global Risk Management Institute

The rapid growth of high-growth businesses, 
unicorns, and startups has completely 
changed the structure of the global economy. 

These businesses, which are distinguished by 
disruptive innovation, asset-light models, digital 
platforms, and aggressive scaling strategies, pose a 
threat to established auditing frameworks that were 
created for stable, asset-heavy organizations. This 
study looks at how auditing is changing in the “New 
Economy,” emphasizing special risks, complicated 
governance, uncertain valuations, and regulatory 
demands. It examines how auditors must adopt 
risk-based strategies, embrace technology-driven 
tools, and recalibrate methodologies in order 
to guarantee accountability, transparency, and 
stakeholder trust. The study offers a forward-
looking audit framework that incorporates 
environmental, social, and governance (ESG) 
considerations, cybersecurity risks, revenue 
recognition complexities, and intangible asset 
valuation by examining structural differences 
between traditional businesses and digital-first 
ventures.

The Nature of the New Economy Enterprise

The business models, funding sources, and risk 
profiles of startups and unicorns are very different 
from those of traditional businesses. High-growth 
businesses typically use asset-light, technology-
driven business models, in contrast to established 
corporations that frequently depend on physical 
assets and steady revenue streams. Instead of 
current profitability, their valuations might be 
based on anticipated future earnings. For example, 
ride-sharing services like Ola quickly expanded 
by utilizing digital infrastructure instead of car 
ownership, radically changing cost structures and 
operational risks.

The funding environment adds to the complexity of 
the situation. Large sums of money are injected into 
early-stage businesses by venture capital and private 
equity investments, which both accelerate expansion 
and raise growth expectations. As a result, there is 
pressure to show performance indicators like market 
share, revenue growth, and user acquisition. Internal 
controls, compliance procedures, and financial 
discipline areas all of which auditors are now 
required to examine more closely than ever before 
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can occasionally be overshadowed by the emphasis 
on speed.

Rethinking the Scope of Audit

Audit functions need to go beyond historical 
financial verification in the new economy. Financial 
statements are still significant, but they don’t tell the 
whole story. Non-financial metrics like customer 
lifetime value, churn rate, burn rate, and gross 
merchandise value are crucial for high-growth 
businesses. Compared to traditional profitability 
metrics, these indicators frequently have a greater 
impact on investor confidence. As a result, auditors 
must evaluate the integrity and dependability of 
operational metrics provided to stakeholders in 
addition to the accuracy of financial data.

In digital businesses, revenue recognition presents 
unique difficulties. Accounting treatments are 
complicated by subscription models, freemium 
services, bundled services, and multi-sided 
platforms. A sophisticated grasp of technology-
driven business models is necessary to guarantee 
adherence to accounting standards. Additionally, 
balance sheets are frequently dominated by 
intangible assets like algorithms, intellectual 
property, and brand value. In situations where 
market conditions can change quickly, auditors 
must assess impairment risks and valuation 
techniques.

Governance in Founder-Led 
Organizations

A small number of executives hold the majority 
of the decision-making power in many founder-
driven startups. Internal governance may be 
weakened by this structure, even though it can 
promote speed and innovation. The risk of poor 
management or financial misstatement is increased 
in the absence of established board structures, 
independent oversight, and formalized policies.

Auditors in such environments must assess 
governance frameworks carefully. This entails 
assessing the efficacy of audit committees, related-
party transactions, disclosures of conflicts of 
interest, and board independence. Governance 
standards must match regulatory requirements 
as businesses grow and get closer to becoming 
public. An important turning point where audit 

rigor becomes even more crucial is the move from a 
private startup to a publicly traded company.

Technology, Data, and Cyber Risk

The core of new economy businesses is technology. 
Their most valued asset is frequently data. Strong 
digital infrastructure is essential to operations, 
including banking systems and e-commerce 
markets. However, there are hazards to data privacy 
and cybersecurity associated with this dependency. 
Financial damages, harm to one’s reputation, and 
legal repercussions might result from violations. 

As a result, auditors must incorporate cybersecurity 
evaluations and IT audits into their purview. It is now 
crucial to assess incident response procedures, data 
encryption techniques, access controls, and system 
resilience. Concerns about ethics and compliance 
are raised by algorithmic bias and opaque decision-
making procedures, which exacerbate the growing 
usage of artificial intelligence and machine learning. 
It takes interdisciplinary expertise that combines 
technology know-how with accounting skills to 
audit such systems.
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Regulatory Complexity and Compliance

The regulatory landscape for high-growth companies 
is often fluid and fragmented. Fintech companies, 
for example, have to deal with data protection 
rules, payment system policies, and banking 
restrictions. Regulations pertaining to competition 
and consumer protection apply to e-commerce 
platforms. In India, oversight organizations like 
the Reserve Bank of India and the Securities and 
Exchange Board of India are vital in determining 
what is expected of financial and listed companies 
in terms of compliance. 

Auditors need to keep up with changing legislation 
and make sure businesses have sufficient compliance 
systems in place. Serious repercussions, such 
as fines, operational limitations, or a decline in 
investor confidence, may follow failure to comply. 
Multinational regulatory requirements increase the 
complexity of cross-border activities and necessitate 
an audit perspective that is globally educated.

The Challenge of Valuation and Investor 
Expectations

Unicorns startups valued at over one billion 
dollars often derive their valuations from private 
funding rounds rather than public markets. The 

macroeconomic environment and market mood 
can cause these valuations to change significantly. 
The vulnerability of exaggerated expectations has 
been shown by the recent global recalibration of tech 
valuations. 

In order to guarantee that valuation models are 
rational and transparent, auditors are essential. This 
entails examining the underlying assumptions of 
revenue predictions, similar firm benchmarks, and 
discounted cash flow assessments. Forecasts that 
are too optimistic have the potential to mislead 
investors and skew financial reporting. Professional 
skepticism becomes especially crucial in high-
growth environments to offset entrepreneurial 
optimism.

Environmental, Social, and Governance 
(ESG) Considerations

Modern stakeholders increasingly demand 
accountability beyond financial performance. Even 
for startups, ESG factors are now a crucial part of 
company strategy. Concerns about data privacy, 
the rights of gig workers, the carbon imprint, and 
the ethical use of AI are becoming more and more 
important. Concerns around worker classification 
and benefits, for instance, must be addressed by 
businesses using platform-based gig models. 
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It is now expected of auditors to offer assurance about 
ESG measurements and sustainability reporting. 
Verifying non-financial facts and evaluating the 
resilience of sustainability frameworks are necessary 
for this. A larger move toward comprehensive 
accountability in the new economy is shown by the 
incorporation of ESG auditing.

Internal Audit as a Strategic Partner

Internal audit functions are frequently created 
later in the organizational lifecycle in high-growth 
businesses. On the other hand, early internal 
audit integration can yield substantial strategic 
advantages. Internal auditors can work as risk 
consultants instead than only enforcing compliance, 
assisting management in anticipating difficulties 
related to expanding operations. 

Internal audit teams provide long-term 
resilience through risk assessments, process 
efficiency evaluations, and control improvement 
recommendations. Their proactive involvement 
promotes an accountable culture without inhibiting 
creativity. In settings where quick iteration and 
experimentation are crucial to competitive 
advantage, this balance is crucial.

The Future of Auditing High-Growth 
Enterprises

Auditing procedures must change as technology 
advances. Automation, data analytics, and 
continuous auditing are changing the way audits are 

carried out. Instead of depending only on sampling 
methods, auditors can examine complete datasets 
thanks to sophisticated analytical tools. This enhances 
accuracy and reduces the risk of oversight.
Moreover, collaboration between financial auditors, 
IT specialists, data scientists, and legal experts is 
becoming increasingly necessary. High-growth 
businesses require interdisciplinary approaches that 
go beyond conventional accounting knowledge due 
to their complexity.

Conclusion

In conclusion, agility, technological proficiency, and 
strategic understanding are necessary for auditing the 
new economy. Unicorns and startups represent growth 
and innovation, but they also represent increased risk 
and uncertainty. Efficient auditing guarantees that 
fast growth does not jeopardize ethics, governance, 
or openness. Auditors may protect stakeholder trust 
and promote sustainable innovation by developing 
alongside the businesses they assess. 

The future of auditing is not just about confirming 
the past but also about helping businesses expand 
responsibly and resiliently in a constantly shifting 
economic environment. The audit profession must 
continue to be flexible, autonomous, and forward-
thinking as the new economy develops.In a time of 
change, the real test of auditing success will be its 
capacity to support innovation while maintaining 
transparency, building resilience, and maintaining 
stakeholder confidence.
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Redefining Internal Audit for the 
New Economy
From Blitzscaling to Governance
Swagatam Nanda & Amrita Daga

The internal audit (IA) function is 
undergoing a major transformation as 
the “New Economy,” which is defined by 

venture-backed startups, unicorns, and high-
growth technology enterprises, continues to upend 
established industries. The “move fast and break 
things” mentality of blitzscaling frequently conflicts 
with traditional audit processes, which are designed 
for steady, physical operations. The change from 
manual to hyper-automated controls, the distinct 
risk profiles of unicorns, and how internal auditors 
may become strategic “agile assurance” partners 
without losing their independence are all covered 
in this essay.

​Overview: The Paradox of High Growth

​Rapid scalability, intangible assets, and often a 
“growth-at-all-costs” mentality are characteristics 
of the New Economy. The transition from a garage 
business to a multinational corporation can occur 
in months rather than decades for a unicorn (a 

company worth more than $1 billion). This presents 
a dilemma for internal auditors: how can they offer 
solid assurance when the underlying technology, 
organizational structure, and business model are 
always changing? 

Traditional annual audit plans go out of date in these 
circumstances before they are even approved. The 
IA department needs to change from a “policing” 
approach to an Agile Assurance model that keeps 
up with business speed and shields the company 
from serious governance errors in order to remain 
relevant.

​I. Using the Pre-Revenue Audit to Control 
Pre-Operative Risks

Many high-growth companies operate for years in a 
pre-revenue or “pre-operative” phase, concentrating 
on user acquisition and product development. 
In these businesses, the auditor cannot rely on 
traditional revenue-cycle analyses or sales-based 
financial assertions.
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A. Cash Runway and Burn Rate Integrity

The biggest risk to a pre-operative firm is 
mismanagement of investor finances. The auditor 
must confirm the Burn Rate Integrity to ensure that 
funds are used in compliance with board-approved 
directives and are not diverted through unapproved 
channels. One important metric that auditors should 
keep an eye on is the Cash Runway:

Runway (Months): Total Cash Balance / Monthly 
Average Net Burn Rate

The IA function fails in its core responsibility 
to the Board if it ignores these crucial financial 
survival measures. A monthly evaluation of burn 
rate fluctuations and the legitimacy of high-
value “customer acquisition costs” (CAC), which 
sometimes mask internal losses, should be part of 
audit procedures.

B. P2P Cycle Vendor Management

Startups frequently depend on a few big cloud service 
providers (AWS, Azure) or specialist marketing 
firms. The Procure-to-Pay (P2P) lifecycle must be 
audited in order to prevent fraud. The “Three-Way 
Match” (Purchase Order, Goods Received Note, 
and Invoice) is frequently omitted in a high-growth 
setting in order to save time. IA needs to set up 
automated notifications for: 

Risks associated with Vendor Concentration: Over-
reliance on one supplier without a backup strategy. 

Hiring “friendly” providers without competitive 
bidding presents a conflict of interest for founders 
or early staff. 

Payments for SaaS subscriptions that are no longer 
in use are known as “ghost expenditures,” and they 
frequently cause a hidden drain on startup profits.

II. Dynamic Risk Control Matrix (RCM) 
and Automated Controls

For a unicorn that handles millions of transactions 
per day, sample-based manual testing is insufficient. 
The internal auditor is required to assess and support 
automated internal controls.

A. Establishing the Current RCM

While a typical RCM is unchangeable, a New 
Economy RCM must be flexible. High-growth 
companies’ controls should be categorized by 
auditors based on their “Automation Maturity”:

Risk Level Control 
Nature

Audit 
Strategy

High

Medium

Low

Medium IT 
Dependency

Fully Automated

Analyse the 
reliability of 
system-generated 
reports’ (IPE).

Rely on the setup 
and “change 
management” 
logic after you’ve 
tested it once.

Difficult Manual 
choices

Extensive 
substantial testing 
and analysis of 
“Tone at the Top.”

B. Identity Governance and Logical Access

​User ID breaches pose a serious risk to high-
growth companies. The “Least Privilege” principle 
may suffer as a company expands from 50 to 5,000 
employees. Auditors need to verify:

​Identity and Access Management (IAM): Do 
automated scripts generate administrator accounts 
without leaving an audit trail? 

​Provisioning/De-provisioning: There is a significant 
risk of “orphaned accounts” (former employees 
keeping access) in startup settings with rapid 
personnel turnover.

​III. Entity-Level Governance and the 
“Founder Effect”

​Many unicorns (like WeWork and FTX) failed 
because of soft control issues rather than IT control 
issues. The “Founder Effect” can cause a dominant 
personality to disregard established procedures, 
which can lead to “Governance Debt.”

​A. “Tone at the Top” auditing

​Internal auditors need to be daring professionals in 
order to audit the culture. This could involve:
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​Anonymous Culture Surveys: Finding out if 
employees feel pressured to “bypass” rules in order 
to meet growth goals.

​Board Reporting Lines: To maintain independence 
in the face of rapid expansion, the Head of Audit 
must report directly to the Audit Committee rather 
than the CEO or Founder.

​B. Regulatory Compliance and Basel 
Frameworks

​For fintech unicorns, the stakes are even higher. 
When a startup becomes a regulated financial 
institution, strict adherence to capital adequacy 
criteria is required. Auditors must assess the 
company’s readiness for Basel II/III requirements, 
specifically:

​Risk-Weighted Assets (RWA): Do the automated 
algorithms accurately determine credit risk? 

​Tier 1 Capital Ratios: Does the startup have enough 
liquid, high-quality assets on hand to weather a 
market downturn?

​IV. Putting Agile Data Analytics & Internal 
Audit into Practice

The IA function needs to use Agile Auditing in 
order to audit at the speed of a startup. The six-
month “Big Bang” audit report is being replaced by 
two-week “Sprints.”

​Continuous Auditing (CA): Use Python or SQL to 
audit “last night,” rather than “last year.” An auditor 
might, for instance, create a script that flags any 
transaction in the ERP system where the “Approver” 
and “Requestor” share the same User ID. 

​Predictive Auditing: Usi Identifying potential 
control failure locations by analysing data trends. 
The RCM need to automatically alert a department 
for a “flash audit” if it has a high turnover rate and 
few training hours.

​V. Technical Debt: The Undiscovered 
Audit Risk 

The term “technical debt” refers to the code shortcuts 
that developers often use in their rush to release 
products. For an auditor, this means “Control Debt.” 

A disorganized electronic payment transaction’s 
code increases the risk of cybersecurity problems or 
erroneous financial reporting. 

IA should perform pre-implementation reviews of 
major system changes (such as SAP integration or 
a new CRM). By identifying a logic flaw during the 
“development” phase, the auditor saves the company 
millions of dollars in potential “remediation” fees 
after launch.

VI. The Risk of “Shadow IT”: Examining 
Untracked Infrastructure 

In businesses that are growing quickly, the pace 
at which new products are introduced sometimes 
exceeds the IT department’s ability to set up safe 
infrastructure. This results in “Shadow IT,” where 
employees use third-party APIs, cloud storage, or 
unapproved SaaS solutions to get around traditional 
procurement processes. This results in a “blind 
spot” for an internal auditor where cybersecurity 
precautions, access controls, and data location 
are not monitored. In order to audit this, network 
discovery and SaaS management solutions must 
replace static asset listings. Every third-party 
integration must pass a Vendor Risk Assessment 
(VRA), according to internal audit. This helps 
ensure that the “quick fixes” of today don’t become 
serious dangers for future data breaches.

​VII. Conclusion: Assurance’s Future

​ It takes a combination of traditional professional 
skepticism and technical data abilities to audit the 
New Economy. The auditor is now a strategic advisor 
who makes sure the business “blitzscales” on sound 
foundations rather than merely a “checker” of boxes.
​Internal audit’s function is to act as the “brakes” 
that allow startups and unicorns to grow more 
quickly. Auditors may make sure that high-growth 
organizations not only scale but also persist by 
concentrating on automated controls, burn-rate 
integrity, and agile methodologies.
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Sharpen Your Mind: The IA Quiz

Q1. Which risk category most accurately 
represents the Rs310 crore capitalisation of 
customer acquisition cost (CAC)? 

A. Risk of Liquidity 
B. Risk of Earnings Management 
C. Risk in Operations 
D. Risk to Cybersecurity

Q2. The following are the main effects of 
outsourcing the internal audit function to an 
investor-funded company: 

A. Objectivity 
B. Proficiency 
C. Appropriate Professional Care 
D. Documentation for Audits

Q3. If three lending partners account for 68% of 
revenue, the biggest audit concern is: 

A. Risk of revenue volatility 
B. Risk of supplier concentration 
C. Risk of counterparty concentration 
D. Risk of regulatory arbitrage

Q4. The increase of the ESOP pool from 8% 
to 18% without showing profitability suggests 
potential issues: 
A. Risk of dilution 
B. Impairment of assets 
C. Misstatement of working capital 
D. Smoothing of revenue

Section B: Financial Reporting & Accounting 
Judgement

Q5. Upfront recognition of processing fees on 
long-term contracts most likely violates which 
principle?

A. Prudence
B. Matching
C. Revenue Recognition (Ind AS 115 / IFRS 15)
D. Materiality

Q6. The aggressive capitalization of development 
costs predominantly affects 

A. EBITDA inflation 
B. Cash flow manipulation 
C. Tax evasion 
D. Meeting loan covenants
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Q7. AI model updates without validation pose 
risk to:

A. Inventory valuation
B. Expected Credit Loss (ECL) modelling
C. Deferred tax calculation
D. Hedge accounting

Q8. Fair value measurement in loan securitization 
introduces high exposure to:

A. Level 1 inputs
B. Level 2 inputs
C. Level 3 inputs
D. Historical cost distortion

Section C: Internal Controls & IT Risk

Q9. A weak segregation of duties in data analytics 
could MOST directly lead to: 

A. Data exfiltration 
B. Management overriding controls 
C. Risks of model manipulation 
D. Payroll fraud

Q10. A high attrition rate of 35% in risk and 
compliance leads to: 

A. Detection Risk 
B. Inherent Risk 
C. Control Risk 
D. Sampling Risk

Section D: Strategic & Emerging Risks

Q11. What does the unicorn’s valuation, despite a 
Rs420 crore loss, most clearly indicate about the 
audit focus? 

A. Impairment of goodwill 
B. Going concern assumption 
C. IPO readiness controls 
D. ESG reporting reliability

Q12. When it comes to using alternative data 
like UPI and social signals, what new audit risk 
emerges? 

A. Climate risk 
B. Privacy & Data Protection compliance 
C. Inventory obsolescence 
D. Foreign exchange exposure

Q13. If GNPA is reported at 2.1% but ECL 
coverage is only 18%, what should the auditor be 
most concerned about? 
A. Under-provisioning risk 
B. Cash flow misclassification 
C. Off-balance sheet financing 
D. ESG misreporting

Section E: Bonus – Advanced Audit Scenario

Q14. If FinNova is gearing up for an IPO in 
12 months, which of the following becomes 
essential? 

A. SOX-like internal control documentation 
B. Cyber maturity assessment 
C. Revenue contract standardization 
D. All of the above


