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CHAPTER PRESIDENT: L. RavBankar

PRESIDENT'S MESSAGE

Dear Members,

It gives me great pleasure to

communicate to you in this special
commemorative issue of the Audit
Universe. This issue has been very
meticulously planned to give you an
insight into the evolution of the

Madras Chapter of the Institute
Internal Auditors over the years ar
am sure you will enjoy reading 1
interesting articles.

The joint Seminar with the Souths
India Regional Courll of the
Institute of Chartered Accountants
India was very well attended &
highly acclaimed for the techni
support which was provided by -
Madras Chapter of the Institute
Internal Auditors..

The highlight of the current calends
guarter would be the annual semin;
which is scheduled on T3viarch,
2009. This seminar is unique
because it incorporates the latest

standards which have been release

by the Institute of Internal Auditors
very recently. This is the first of its
kind of Seminar where the latest
standards would be dissipitated to
the members and therefore, | reque
the members to register in la
numbers to keep update of the le
developments. The PDM series h
also been very informative &
innovative planned
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The PDM on Cloud Computil
anchored by Mr.R.Vittalraj, was v
contemporary and a highly informat
presentatiol

| would request gu to attend the PD
in large numbers. This will give us
the enthusiasm to organize many n
programmes for the benefit of -
members.

Looking forward to meeting up with
all of you in the Seminar on 3vlarch
2009,

With best regards,

L. RAVI SANKAR

President

Madras Chapter of

The Institute of Internal Auditors

EDITOR’S NOTE

This commemorative edition has very
interesting memoirs from three prominent
past Presidents of the Cher which
capture vividly several aspects of the
history of our great chapter which has
completed glorious 32 years.

Since space is the constraint we have not
S.

insisted inputs from all the past President

Your feed back and other inputs for
publication ae most welcome. Your
involvement is of paramount importance

for wholesome rendering of this E-journal.

K Vidyadharan
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‘Irrelevance’ — a major risk for Internal Auditor

By JRS Reddy
(Past President, I1A, Madras Chapter)

Genesis of this risk:

Very similar to the Corporate Risks that they rewie their respective
organisations, an Internal Auditor should also edgrming a self-
assessment with regard to most significant riskhleas exposed to — viz.
relevance. In fact his function could be the mdstisk if he fails to
continuously highlight his relevance to organisadiioneeds.

Historically the Internal Auditor had been perfongithe role of an internal
watch-dog for the Entrepreneur and hence the rakemore of rule-based
compliance or a plain and simple ‘assurance providait with the emergin
larger role and consequent higher expectations friomthe Internal Auditor
iIs completely perplexed if he should morph slowitpithe enhanced role or
transform overnight.

An Internal Auditor who does not address ‘thingst tieally matter’ runs the
risk of becoming dispensable. Hence, he shoulahgethe larger
‘consultant’ role more swiftly to become part oéttCore’ team in the
organisation.

Unfortunately, very few auditors draw up their aydans around what the
organisation needs most. Instead the plans areanaound what the
Internal Auditor is more proficient in or more caniable in doing. These
invariably translate to assessing controls, perfiognransaction audits, and
treading the beaten path year after year. As dtrid®umost complex, volati
and hazardous aspects of the organisation’s opesaitnvariably remain
untouched. Strategic planning, major investmenist@ts, mergers &
acquisitions, new product development etc are sthet frequently top the
list of management concerns. Yet very few auditmrsanywhere near these
areas — nor have the courage to advise the Auditnditiee of their intent
(read: display their caliber) to broach these areas
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Road-map in ensuring relevance

> Basic Steps:

The Internal Auditor should take certain basic stepvards ensuring their
relevance.

The first step should be to expand his focus tluahe the entire control
system, and NOT just control activities. In ordeathieve this he
should consider ALL risks relevant to his organ@at- PRESENT and
FUTURE.

Then determine if all the components of the presentrol-system
design are adequate and effectively applied toesmsddihe present risks.
He should proceed to assess if the present casystéms will be
adequate to manage the anticipated future risks.

Finally, he should regmise which present and future risks will have
greatest impact on the organisation (sort thenestending order).

Through the above process of expanding the thinkimm ‘control activities
to ‘control design’ and from ‘present risk’ to ‘fwte risk’, an Internal Audito
adds true value to his organisation.

> CFIA — Competency Framework for Internal Auditing

This framework describes vividly the risk-focusedterof Internal Audit

described earlier. The value proposition definethemabove framework
declares that an internal auditor would add vatuei$ organisation when he
provides a QualitySubstantiveand_suitableservice.

Quality.

According to CFIA a Quality internal auditor is owho utilises diverse,
leading-edge expertise; displays objective protesgdism; considers client
needs and concerns; and incorporates best practibeswork-processes.

Substantive

An Internal Auditor would add substantive valuéts organisation when he
provides assurance that its risk exposures arerstodel and managed
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Appropriately. Such substantive services prorntodeorganisation’s
understanding about and focus on risk exposuresramagement;
enable it to improve the risk management and cobaystems; and
monitor the effects dthange’on the organisation’s risk exposures and
related controls.

Suitable

This would rest on the Internal Auditor's capalilib align his services
with the Organisation’s operations, aspirations stnategies. He should
also be able to articulate an anticipative landedap meeting changes
proactively and address the unexpected changetimeal

> 5-Step Strategy

Based on the above CFIA tenets the Internal Audidor develop a 5-step
strategy for managing the subject ‘risk of irreleva’:

1. Consult — the Audit Committee members as welhasSenior
Management to identify their expectations from in& Audit. Thus
there will be an assurance to the above stake-fsttat the risk
exposures are understood properly and addresseodpaigpely in
changing contexts.

2. Determine — the capability required by him argdtbam; tools and
techniques needed; and the support-level requirétstharging the
audit function satisfactorily.

3. Recognise — the dynamic environment prevailintgiwvand outside
the organisation and which are likely to impact peeformance of
internal audit.

4. Create — opportunities for internal audit ankenthe most of them.
He should proactively negotiate or construct thetexis within
which internal auditing work is conducted and

5. Develop — an appropriate risk management plathi®internal audit
function. A competent auditor should be able twaise the risks
and put in place effective risk-mitigating measures
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Risk exposures to Internal Audit — How to manage?

In the foregoing section we saw the need for idgnty the risks and
instituting de-risking measures. A couple of araasgiven hereunder to
elaborate the point, and an enterprising interadltar could come up with
many such areas for effective management:

Capability issues

When the audit environment is complex, with tecehar other issues
beyond the internal audit team’s understandingiteudeeds to make
sure that he has the ability and authority to dugen support from
subject-matter experts as and when required. BEgrdy Audit, Quality
Audit, Technical Audit etc.

Multiple scenarios

When the operational outcomes being audited arertano (e.g. when
the expected outcomes from an investment projeocgleudited may
vary across a range of performances and data svadable to
determine the most likely result), the auditor ddawonsider a range of
performance assumptions — i.e. from the pessintistoptimistic, likely
to unlikely, minor to catastrophic — so that reasbalternatives are
available for consideration.

Internal auditors thus must be excellent risk managf their own function,
enabling them to develop a sound base for advisingrs about effective risk
management and control systems.

Looking glass

The internal audit profession works on the prinegpdf ‘impartial
assessments, feedback and recommendations’ andfasame
principles are applied on the profession by pewie receive this
service? The observations of these individualonbt create an
intriguing, multifaceted portrait of internal auditors, they alsoniinate
iIssues such as

Page: 6

L)



consulting, change, teamwork, governance, risklétese unique
perceptions will provide the internal audit professl with a rare
opportunity to take a step back and see thems#ivesgh their colleagues’
eyes.

Business Manager, The Boeing Company

“In the past, the thought of having an internal &od show up at your door
was ‘intimidating’. Auditors were sometimes adveiaaand confrontationa
in nature, and too often their comments reflecier¢eptions’ as well as
fact.

Today, our internal audit department has becomeenomen and proactive.
They act more like consultants.....and when deveajogidit plans, they
work with us in a cooperative, non-confrontationadnner to ensure that
they audit the business unit’'s most importantjaaltor at-risk areas. In
addition to pointing out areas for improvement tloéfer suggestions on
how to overcome problems. This consultative apgrdeas been extremely
beneficial.

| have also worked with auditors who are \-versed in the audit process,
but who don’t work to understand my departmentsdse An auditor needs
to step back from the rule book to appreciate ttwa scope of the audit
process. It is important that he gets to understédr@dbusiness unit he
auditing and also the objectives of the audit. timep words, to increase the
value of internal audit, he should view his roleaagartner and consultant -
and not just a policeman”

Audit Committee Chairman, American Red Cress

“I have been involved with internal auditing foretlpast 3 decades, and |
have witnessed its significant evolution from afyarg, fact-checking
function to one that is more proactive and anabitid oday’s interna
auditors are more tech-savvy and good communicatdhey don’t just
write reports, but give presentations and influenbanges.

When internal auditors look at the integrated pretof the organisation,
they are in a unique position to identify and exaamniisks at the highest
level. They have no particular turf to protect, @tlthan the organisation as
a whole. This holistic approach is probably
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the most significant value that the internal awdih bring to an
organisation.

The internal auditor’'s most valuable contributianthe audit committee
involves providing independent reviews of busipessesses, which
assures the board members that all business @are adequately protect
and prepared for the future.

At the same time | would also like to caution ingdraudit going
overboard on this consultancy role....unfortunatelyha end of the day,
there are still issues that need independent watibn, that necessitate a
auditor in the traditional sense”

The face of internal auditing, as seen throughwtbidd’s looking glass,
appears provocative and promising. Overall, yolietikerve that it is a
positive image and a changing one. And such péiares help improve th
relevance of internal audit in an organisation.

Now sit back to take stock of the stature of in&k@udit in youl
organisation and determine ways and means to hngdpove the
RELEVANCE.

(Acknowledgement: Inspiration from the IIA magazingernal Auditor’)

AUDIT UNIVERSE EDITORIAL MEMBERS

Editor: K Vidyadharan
Advisors

PR Loganathan
M Rajeswaran
JRS Reddy
Sankar Srinivash
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IA MADRAS CHAPTER - DOWN MY MEMORY LANE!

By M. RAJESWARAN, PAST PRESIDENT (2003-04)

My dear colleagues on the Board of Governors of fdadChapter, ar
respected Chapter Members,

It is with very great pleasure | send this message to ydtoai USA or
this happy anniversary of our dear Chapter!

More than 30 years! # is indeed a long period and an occasion tall
and rejoice the pleasant memories of all those mdwe contributedo the
growth of this great organization.

| have had the privilege of associating myself vitils Chapter from tt
'70's. When my mentor and professional guru Mr.gléawas serving
the Chapter’s first President, | was a junior ingdrauditor withTube
Investments of India and my professional assoaaitarted then. | rec
Mr. R.Subramanian; my direct boss in TIlI at thahei was the Joi
Secretary of the Chapter. He encouraged me to be@mtive with th
Chapter activities. It was the Alhdlia Conference in the year 1979, | tt
it was the fourth all India conference if | am righosted by our Chap
which exposed me to the professional world. | wsked to present
paper on “Analytical Internal Auditing” in one dié program tracksnde
Tools & Techniques. (PCA would recall this as hesvadso one of tt
paper presenters at this conference!) The amourgreparation | di
starting for more than two months before the carfee date for makit
this presentation and the continuousairagement | got from Mr. Wac
& Mr. Subramanian really gave me a solid foundatomy profession.
entry. | fondly recall that starting point in mygbessional life and wou
like to offer my gratitude to this Chapter and lhogte leaders who shaj
me and | am thankful to them for what | am todayha Internal Aud
world!

After 1979, though | had to be away from Chennaiéw years, | had
been in touch with Madras Chapter always. Wheas w Mumbai with
Blue Star Ltd., | continued my association with Bembay
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Chapter and served as its Secretary first and [a#eame the Preside
When | returned to Chennai, my association with khadras Chapt
became more intense. After serving as Vice Presiderfew years, | toc
over the reins of the Chapter. Thus | had phmivilege of serving
President of two of the prominent Chapters in India

It was really a wonderful experience for me servagyPresident of t|
Madras Chapter. My predecessors had done a goodndHdeft a stror
basefor me to build on. The governing team in my yeaiPresidentsh
was a good mix of enthusiastic young professional$ senior leaders
the profession. | can not over emphasize the stupmmot from my tean
At this juncture | feel it is my duty tomention that all of us in this Chag
are really fortunate to have a senior, seasondflesse and affectiona
leader amidst us to always support. Yes. You guegseorrectly! | an
referring to our mentor Mr. P.R.Loganathan fonciyled PRL. But fo his
continued support, year after year from the vepeption of this Chapte
we would not have achieved this growth. | usedhwags say, irrespecti
of where he is -in Chennai, Mumbai , Hyderabad , Bangalorendd A
we can feel his continuol BRESENCE at the Chapter. He is a click a
Hats off to him! We have to learn a lot from hinRCA and RLR als
joined the Chapter around that time and ti-day are very active a
contributing to its growth in many ways.

Thus it became the beginningf a turning point in the Chapte
professional development front in 2008- Number of new leaders w
identified and got inducted onto the Board. In shsequent years Vid'
NS ,Vittal , JRS & LRS have further strengtheneel Chapter and tak it
to still greater heights both financially as wel & the profession
development areas.

My aim at that time was to bring in the requiredfpssional visibility fo
the Chapter. We created work groups to concentraie sever:
professional devepment activities that deserved attention at tirae. |
came up with a mission statement that focused mlgibg thegap in thi
relationship between the Educators, Pramtgrs and the industry whi
was well supported by the Governing Team. We wéte &8 achieve th
mission to a greater extent in that year. We itatdaaction on commenci
the much awaited Internal Audit
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course in partnership with the Madras Universityr &tall at the Studen
Career Exhibition at the University Campuswira lot of crowd. Man
students evinced keen interest in pursuing thernateAudit course. T
University promised that they would consider makiing course into a pc
graduate course on a later date. | take this oppitytto earnestly appeal
the present Board of Governors to actively pursue Wil the Universit
and sustain it. The lIA's Academic Relations Contedtis being revamp
currently to revitalize this partnership with Uniggies all over the wor
in strengthening the Internal Adadiurriculum. Such IIA endorsed Inter
Audit Courses would benefit the Chapter in the long and benefit tf
Chapter in many ways. On the industry front, wganized many ro:
shows in the organizations in the city. We inviEececutives from diffezni
disciplines to participate in the road shows anoppgated the professis
Seminars for the Internal Auditors focused on hownarket Internal Auc
apart from providing technical inputs. The membgrsiiso grew sizab
during that year.

It was aproud moment for all of us at the Chapter when plfblished ot
success stories in the global web site and invitedo participate at tl
International Conference held in Australia in Jthat year and share «
success strategies at the world leadeworkshop. IIA India Leade
participated at this Conference and presented oocess strategies
behalf of our Chapter.

| am very confident that the talented Madras Chatard will continue t
fly the flag high.

Firstly, | would like to corpliment the continued enthusiasm among al
members of the Board in contributing to the aatgitof the Chapte
Madras Chapter has proven track record of orgagigumality seminars ai
conferences in India. | appeal to all the membergdme forwad anc
support this team and strengthen their hands ieldping our profession
am confident that the Corporate Houses here woadirtue to support tl
activities of the Chapter.

Given the talents, | feel that Madras Chapter sthaubw start looking at
all the other focus areas of professional develayras included in the
global mission of the IIA . Research & Educatiomie area where
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Madras Chapter can achieve greater results. | hsw@etime bac
circulated my paper on the work that camdbne in this direction and
support that IIA global can provide. | am sure tiregmbers of our Chap
will take this opportunity and come up with reséapcoposals in the futur

Next is the professional certificatic- CIA which is now gaining me
Importance at the global level. | encourage therhwdl Audit practitbners ti
aim at obtaining this certification . It is vehgartening to note that |
number of professionals appearing for this exarnonats increasing i
Chennai.

Another emgging area is Quality Assurance Program. As per [tiAe
Standards, every audit organization is requireddabthis External Quali
Assessment done once in five years. The Chaptertalea a lead at
organize a QA Team with few of the Governors andaenembers of tt
Chapter to initially promote this program and onganconducting su
assessments for the Internal Audit shops in Cotpsraere. With the tale
pool already available with us, it is not goingb® a major task. This col
also be lookd at as a good revenue model for the Chapter tsmanyit:
resources.

| wish the Madras Chapter and all of you the vergthin the coming years.

Thank You.

M. RAJESWARAN
Florida,U.S.A

Please note our Chapter E-Mall ID:

llamadras@aol.com

Website: www.liamadras.org
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CROSS-WORD PUZZLE

*Readers are requested to send the Answers to ChagtMail ID*

(Contributed by Mr JRS Reddy, Past President, IIA,Madras Chapter)

Puzzle:
1 15 29 43 57 71 85 99 113
2 16 30 44 58 72 86 100 114
3 17 31 45 59 73 87 101 115
4 18 32 46 60 74 88 102 116
5 19 33 47 61 75 89 103 117
6 20 34 48 62 76 90 104 118
7 21 35 49 63 77 91 105 119
8 22 36 50 64 78 92 106 120
9 23 37 51 65 79 93 107 121
10 24 38 52 66 80 94 108 122
11 25 39 53 67 81 95 109 123
12 26 40 54 68 82 96 110 124
13 27 41 55 69 83 97 111 125
14 28 42 56 70 84 98 112 126
HINTS to Help
Solving:
An increasingly becoming popular title for Headmternal
2 Across Audit 3)
16 Down The IPPF Standards are (9), Perfaeraml
Implementation Standards
20 ACIOSS ﬁ:omprehenswe Me(rr71)ber3h|p Newsletter issued byisIA
24 ACTOSS lIA's Member—onlzls())n line networking tool is Member
Current President of IIA Inc is Richard
27 Across ®)
Shortly to become the only global Financial Repayti
45 Down Standard (4)
52 Down A speciality certification offered by IIA Inc, exadively for Financial Services
Auditors 4)
SEBI of
72 Across USA (3)
URL of the Institute of Internal Auditors, Inc is
74 Down .
www.theiia. 3)
A popular technique which improves the efficienag @roductivity of an Internal
78 Down .
Auditor (4)
Control-based framework for IT governance issued by
100 Down ISACA is 5)
119 Down One of t?:,) ??E?hailzory guidance requirements,formpargof IPPF, relates to
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DOWN THE MEMORY LANE

By JRS Reddy, Past President (2007-08)

Dear Members,

Best wishes, in the first place, to the Editorial team and the Chapter
Management for the initiative and the efforts taken to bring out a
commemorative issue of Internal Audit Universe — coinciding with the 32™
Anniversary of our Chapter.

| take immense pride in being associated with the Chapter governance for
the past few years — since the beginning of this millennium to be precise. It
was a mixed feeling of pride and apprehension that would aptly sum up my
entry-stage feelings. ‘Proud’ - because of the opportunity to part-manage one
of the most professional chapters of the Institute. And ‘apprehension’ was
possibly one similar to what Abhimanyu would have felt when he entered the
battle-field to rub shoulders with veterans like Bhishmacharya, Dronacharya,
Arjun, Karna and the like. There were no pictures of the past Presidents
hanging in the Board Room to scare you....but the very atmosphere was one
charged with awe and respect. It was close to a surreal environment. It took
a while to get over that feeling...and thanks to the commendable task of
initial hand-holding by the seniors which made settling down possible at the
shortest possible time. Once settled it was a smooth sailing all the way.

Looking back, | should say, our Chapter has done a commendable job
focusing more and more on Professional Development and Customer
Service as the twin ‘Taraka Mantras’. Quite many long-pending sticky issues
were successfully bedded-down during the past few years. Over the period —
thanks to its professional management — the chapter has earned
considerable amount of respect and appreciation from its counterparts in the
country, as well as from the parent unit lIlA Inc, Florida. The successful
conduct of All India Annual Conference, Road-shows during the awareness
month each year, tie-up with the Madras university for a diploma course,
revamping the web-site and the Chapter Magazine...(phew — it is a long list)
were some of the major highlights in the recent times reflective of the highly
focused, and professional governance exercised seamlessly over the years.
The Chapter administration (one-man army named PK Ramanathan) has
been consistently putting in impeccable service in responding to the
members’ demands, managing the day-to-day administration, as well as in
supporting all the chapter programmes.
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Last, but not the least, | also would like to place on record my appreciation
for the excellent support that you all have been extending to the Chapter,
and without which the above accomplishments would not have been
possible. On this Anniversary month let’s take a pledge to take the Chapter
to greater heights, and bring out more and more CIAs from this part of the
country.

Best wishes.

JRS Reddy

Past President (2007-08)

PROFESSIONAL DEVELOPMENT MEETING

On 17-2-2009 the Programmes Committee of our Chaptanized annique PDM
wherein a video Presentation“@fLOUD COMPUTING” was shown which was
followed by lecture presentation baf President Mr R Vittal Raj and culminate:
Q & A session. There was good participation by memrsipresent on this
contemporary subject. Cloud Computing is an emgrggehnology which is
expected to be the most prevailing form of commutmthe future.

Some photos of this PDM:-

Mr. Vittal Raj (Speaker)
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