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President's Note
O

Doron Cohen
CPA, President IIA Israel - Institute of Internal Auditors

The current issue of this periodical addresses the topic of "internal auditor as
a business partner".

| wish to share with you the implication of this phrase - from the perspective of
a former internal auditor, senior manager at several corporate bodies, and as
President of the Institute of Internal Auditors in Israel today.

The internal auditor, as an individual involved in the life of an organization, who
understands its needs and it's risks, must be punctilious in choosing audit topics
of significance to the business. The audit's resources, and primarily the time of
the internal auditor and his employees, as well as that of the auditees, will reap
the greatest benefits if audit topics are such that they have a prominent place
on the organization's agenda, while audit findings are such that they motivate
board members and senior management to action.

This issue corresponds well with the guest lecture on Appreciative Auditing
delivered by Mr. Michael Fuchilli, Internal Auditor of MTA - the New York
City Transit Authority - whom we were honored to have at the last annual
conference. Appreciative Auditing is a prerequisite for the effectiveness of
an audit and is achieved in two ways: recognition of the value generated by
the audit for the organization and the mutual respect prevailing between the
internal auditor and the auditees, his colleagues in corporate management.

The internal auditor must recruit and train internal auditors with high
professional qualifications and analytical skills, capable of dealing with the
organization's complex business environment. In a technology-oriented company,
forinstance, it is essential that internal auditors possess technological knowledge
and understanding. The auditor must aim at providing a constructive audit
with practical recommendations for improvement. It is sometimes extremely
important that he submit his findings and recommendations promptly, even
prior to publication of the official audit report, so that any material deficiencies
may be rectified without delay. Also, putting in a good word for the auditee,
when well-deserved, certainly wouldn't be harmful and might contribute to
better work relationships and trust.

The internal auditor must possess the ability to communicate with individuals at all
organizational levels pleasantly, with assertiveness and independent thinking, while
understanding and paying due consideration to their view, along with a broad view
of the organization's needs. Finally, he must evidently possess the virtue of integrity,
submitting any findings and recommendations to senior management and the board
of directors even when it involves conflicts with senior corporate executives.

We at Israel IIA promulgate a number of initiatives designed to equip internal
auditors with a "tool box" for close guidance in confronting the challenges of
the profession. On this occasion, | wish to put the spotlight on the Israeli Forum
of Chief InternalAuditors who meet regularly under IIA sponsorship, enabling
the participants to hold brainstorming sessions and to cooperate in addressing
the issues of concern to them.

With best wishes to my colleagues for a happy holiday,

Yours sincerely,
Doron Cohen




Editor's Note
O

Sharon Witkowski Tabib
CPA, CIA, CRMA

During my discussion with colleagues, employees, managers and internal audit
staff, it emerged that the insight - "the challenge and diversity of an internal
audit are the engine for action" repeats itself. This is understandable - the
internal auditor's task must bridge the gap between organizational innovation
and the dynamics prevailing in today's business environment.

In this bulletin, we review at length the emerging challenges and risks, and
discuss ways and means for handling new and diverse issues:

‘ Nowadays, the expectation and anticipation of many stakeholders from
the internal auditor is to be a competent authority who is familiar with
the organization, he also becomes a consaltant. This situation is clear to us
(and even flattering at times), but the question then arises: how should the
internal auditor combine professional advise while maintaining adequate
independence and objectivity? Should the expression "professional Skepticism"
also be added to the definition of internal auditor? Global IIA President and
CEO Richard Chambers discusses this in his book entitled "Trusted Advisors:
Key Attributes of Outstanding Auditors" which is reviewed in this bulletin.

Inthis modern era, we are "flooded" with a mass of information, are expected to
maintain focus and deal with it appropriaely. The data should focus on creating
relevant and limited knowledge, in order to provide the best information to
clients who, in the spirit of the age, also expect to obtain the material in the
context of a report containing a critical, concise, clear and practical analysis.
We will discuss this further in the article entitiled "Audit Reports in the "Too
Much Information" Era".

The emerging risks and episodes being disclosed globally, starting with
Wolkswagen" through Wells Fargo, underscore the need to make in-depth
assessments of new threats. In the article entitled "Behavioural Risk in the
Spotlight" we will review the risk which, despite the fact that it is "soft" and
hard to measure, and that no clear methodology has yet been developed for
assessing it, the regulation in certain sectors requires demands that the risk be
tested. Its importance is considerable.

Insummation, | wish to point out that the speed in which information flows in
this modern era and the emphasis placed on user experience, does not skip
the internal auditors. In order to continue providing added and quality value
to our stakeholders, we as internal auditors are obligated to adopt modern
approaches, while using innovative tools and interfaces for improving "user
experience".

Wishing you a Happy New Year and Happy Holiday

Yours sincerely,
Sharon Witkowski Tabib
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