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Ref.: Sean Lyons, 
Corporate Defense 
Insights: Dispatches 
from the Frontline, 
Feb 2009 

Ref.: Adapted from FERMA/ECIAA, Guidance on the 8th EU Company Law 
Directive article 41, Sept 2010 

Ref.: THE IIA’S 
THREE LINES 

MODEL  
An update of the 

Three Lines of 
Defense, July 2020  

Ref.: Sean Lyons, Corporate Oversight and 
Stakeholder Lines of Defense, Oct 2011 

Ref.: Sean Lyons, 
Corporate Defense 

Management 
(CDM) Framework, 

Mar 2012 

“A balanced corporate strategy should incorporate a degree of both 

value creation and value preservation. - Sean Lyons” 
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Key terms  

Organization An organized group of activities, resources, and people working toward shared goals 

Stakeholders Those groups and individuals whose interests are served or impacted by the organization 

Governing body  Those individuals who are accountable to stakeholders for the success of the organization 

Management Those individuals, teams, and support functions assigned to provide products and/or services to the organization’s clients 

Internal audit  Those individuals operating independently from management to provide assurance and insight on the adequacy and 
effectiveness of governance and the management of risk (including internal control) 

Internal control  Processes designed to provide reasonable confidence over the achievement of objectives 3 

The model helps organizations identify structures and processes that best 
assist the achievement of objectives and facilitate strong governance and risk 
management.  

The model applies to all organizations and is optimized by:  
• Adopting a principles-based approach & adapting the model to suit 

organizational objectives & circumstances.  
• Focusing on the contribution risk management makes to achieving objectives 

& creating value 
• Clearly understanding the roles & responsibilities represented in the model & 

the relationships among them.  
• Implementing measures to ensure activities & objectives are aligned with 

the prioritized interests of stakeholders.  
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Stakeholders Shareowners 

Board of Directors Board of 
Commissionairs 

.....in theory 

....in reality 

CAE Audit Committee 

CAE Audit Committee 

Governing body is accountable to stakeholders  
 (Which) Governing body delegates & provides 

resources to (which) management 

 Independent vs unindependent internal audit? 
Which governing body establish internal audit 

function? 
How should it differ from audit committee? 
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• A two-tier kind of entity, which no one of these tier can delegate to another 

• The model can be seen as promoting only one internal audit in an entity, which 

might only be applicable to government or not-for-profit entity 

• Perceiving that internal audit is not a management issue 

• Perceiving of ‘independent’ & ‘non-independent’ internal audit 

From the perspective of Indonesian best practices, 
adopting the principles of the revised model would rather 
be challenging than the previous, non-revised model: 
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