

















\H:K By: Raza Abdulla

UAE-IAA proposes to hold the UAE Audit
Week from 11-18 February 2011, with the
objective of raising awareness about Audit
amongst large business entities, both in the
public and private sectors.

Since an event of this size and scale will
require a large number of volunteers and
coordinated effort from the audit fraternity,
through this forum | request audit
professionals to come forward to assume
roles and responsibilities that will make the
exercise comprehensively beneficial to each
one of us. Please permit me to elaborate
further...

A good starting point to flag off preparations
would be to identify key business sectors for
the campaign. Some of the broadly identified
sectors are: education, aviation, financial, oil
& gas, transport, real estate, construction,
communication, hospitality, retail and health
sectors, external auditors & consulting firms,
regulatory bodies, professional bodies, the
World Gold Council and volunteers from
the Conferences and Exhibitions sector.

Once done, we need to identify the Chief
Audit Executives (CAE) or other key
contacts to support this initiative. This will
be followed by a brain storming session with
the CAE's and other volunteers to discuss
and deliberate upon how to make the event
more meaningful. A corollary to this would
be defining roles, allocating responsibilities
and firming up deadlines that will mark the
rolling out of the campaign. Amidst such
seamless voluntary work, a core working
group will evolve that will run and monitor
the campaign with a keen eye on the agreed
milestones.

With key decisions made on the sectors
to be covered, with leaders identified for
each sector and a working group formed
for each sector, it would be time to roll
out the marketing material, debate on
possible communication channels to ensure
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- Audit Week

maximum reach for the campaign and to
ensure all required logistics are in place.
Volunteers can add muscle to the event at
multiple levels. This could involve preparing
the marketing material, helping with the
publicity, visiting interested outfits, meeting
potential sponsors, presenting emerging
audit initiatives, in short any tiny step that
will propel the week long mammoth event
forward.

As part of the UAE Audit Week several
events are on the anvil. These include
conducting campaigns at major universities
and colleges in the UAE that will bring about
an ameliorated awareness about the audit
profession; signing MOU's with prominent
organisations to mark the event and also
awareness sessions on Risk and its impact,

role of “Audit” in altering, fixing, monitoring
and bringing transparency about controls
and risks in organisations etc.

Involvement is sought from the entire UAE
and not just from select few Emirates. It is
also proposed to seek participation from the
regional chapters in this pioneering event.
We would also welcome suggestions from
the IIA headquarters that will add value to
the UAE Audit Week.

The date is set, the objectives are clear.
Equally clear is the fact that it is a labour
that will assume impressive shape only with
the help of volunteers. Working together,
overcoming challenges as one cohesive unit
is bound to make the UAE Audit Week a
period of learning and sharing.

About the Author:

Raza Abdulla has been working with the Emirates Group Internal
Audit for 28 years as Vice President - Internal Audit. He has been
the past chairman for the IAAIA, current EXCOM member, and in
his professional capacity as the founder member and past President
of the IIA-UAE Chapter, contributes to the ongoing research and
development of the internal auditing profession in the region.
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Barclay simpson Internal Audit
Recruitment Review

The background to the financial crisis was
in our view reasonably easy to explain. It
was caused by cheap money and too much
debt. The consequence was increased asset
prices which supported more debt, the
real risks of which were hidden by financial
complexity and, in the case of the GCC,
opaque ownership structures.

If anyone thought the GCC might be
immune when the financial crisis struck,
Dubai's overheated property market
demonstrated it was not. However, unlike
Europe, where private debt default has
been replaced by the threat of sovereign
debt default, there is little such concern
within the GCC. It is therefore surprising,
on the back of both expansionary fiscal
policies and anticipated economic growth
of 4% in 2010, how lacklustre the recovery
feels. Until recently it was clear that outside
of the public sector, unlike other regions of
the world, the recovery had yet to reach
the corporate governance recruitment
market.

the
Western economies s
Although the credit related losses in Europe
and the United States were greater, they
were also more readily identified and
quantified. Identifying and reporting losses
provide certainty and allows informed

Perhaps relative transparency of

the difference.

investment decisions to be made. Within
the GCC, uncertainty comes from lower
levels of transparency and questions about
the governance of state owned entities and
family owned companies which form the
major part of the region's economy. Whilst
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they most often have the implicit support
of highly solvent sovereign governments,
markets are better able to cope with losses
rather than uncertainty. In this respect,
the lack of adequately developed systems
of corporate governance and a legal
infrastructure is not helping the region.

Recruitment is a form of investment.
Companies invest and recruit when they feel
confident. Given that effective corporate
governance would improve confidence, it
is perhaps easy to make a case for building
on the investment in governance that was
apparent before the financial crisis. The
sovereign states that make up the GCC
have the opportunity to do so. Economic
growth is forecast to accelerate further in
2011 and survey evidence is emerging that
suggests general recruitment patterns are
in the process of improving. There is now
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a balance of employers that are intending
to recruit.

However, for all the supposedly sophisticated
regulatory regimes and all the sums invested
in  corporate governance and internal
auditing, the credit crisis still happened. This
has to be seen as a failure. Governments and
regulators around the world have responded
to thisfailure and there have been any number
of initiatives. Basel Ill, the overhaul of bank
capital and liquidity standards, is perhaps
the most high profile and far reaching of
the co-ordinated responses. Incrementally,
regulators are looking to make the financial
system less risky.

It is equally clear, perhaps as a result of
regulatory pressure, that since the start of
2010 the financial sector in other regions
of the world have responded by investing



heavily in the recruitment of corporate
governance staff. Substantial investment is
being made right across internal audit, risk,
compliance, legal and information security
functions.

Similarly within the GCC, at the start of
2010, there was an upsurge in the number
of vacancies for Heads of Audit and other
senior internal audit management positions.
The common remit was either to establish
an internal audit function or to develop a
stronger function than already existed. We
perceived this as a reaction to the weak risk
management and systems of control that
the credit crisis and subsequent recession
had exposed. Whilst many of these roles
were in banking, it included other sectors
such as real estate, media, industrial and
state owned groups.

We understood this to imply that a broadly
based commitment to progressive internal
auditing was underway. We are therefore
surprised to report that this initial surge
of recruitment activity petered out and
few of the vacancies for senior roles were
successfully recruited. Decision makers have
seemingly become risk averse and initial
intentions to reform have been outweighed
by uncertainty and cost containment
measures.

The exceptions are Qatar and Abu Dhabi,
reflecting the relative strength of their
economies compared to the rest of the
GCC. Even here, recruitment has been on
a replacement basis rather than providing
any sign that internal audit departments are
being expanded. The Big 4 and internal audit
consultancy firms have benefited from this
and have gained audit and risk assurance
assignments at the expense of the expansion
of in-house internal audit departments. Not
surprisingly there has been demand from
the consultancies for experienced internal
auditors.

In terms of the availability of candidates,

this has remained good with a local pool of
internal auditors supplemented with those
seeking to move into the region. According
to a recent survey by HSBC, the GCC is
still the most popular region in the world
for expatriate workers. They are attracted
by both the financial rewards and potential
career development prospects.

Latest economic forecasts, given stable
oil prices, are for economic growth in the
GCC to exceed 5% in 2011. This is still
below pre-crisis levels. Without doubt a
lack of transparency and Western levels
of governance are hindering investment
and decision making. However, as the
fallout from such troubled groups as Dubai
World is resolved, confidence is emerging.
The recent return of Dubai to the credit
markets is further boosting confidence and

reflects improved investor sentiment. We
are optimistic that this will increase the
demand for internal auditors.

Ultimately the key issue within the internal
audit market has not changed. Internal
auditing underdeveloped by
international standards and there will
eventually be immense pressure to improve
corporate governance as the region
integrates with the global economy.

remains

[tis likely to be only a matter of time before
this issue is comprehensively addressed and
it is certainly easier to make the type of
investment necessary when economies, as
now, are growing. We will be surprised and
disappointed if the development of internal
auditing does not return in the near future
to the pattern that was established prior to
the financial crisis.

For further insight on the GCCinternal audit
recruitment market please view the Barclay
Simpson Interim Middle East Market Report
2010 at http:;//www.barclaysimpson.ae/
middle-east-interim-market-report-2010.

About the Author:

Tim Sandwell is a Director of Barclay Simpson and leads their
Middle East operation. Barclay Simpson is a specialist corporate
governance recruitment consultancy that covers internal audit,
compliance, risk management, IT security and legal professionals.
They have offices in Dubai, London and Hong Kong.
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Knowledge Update

New on the Horizon: Leases for
Real Estate companies

In August 2010 the International Accounting Standards Board and
the US Financial Accounting Standards Board published a joint
exposure draft on leases, which will have significant implications
on lease accounting in the real estate sector if implemented in its
current form. A significant overhaul in lease accounting standards
has been widely anticipated for some time now. In fact it is over 10
years since the core proposals in this exposure draft (ED or Leases
ED) were first made.

As expected, the proposed standard, if adopted in its current form,
will make significant changes to the current approach to accounting
for leases. In summary, it removes the differences between
operating and finance leases and brings all lease obligations onto
the lessee’s statement of financial position as a financial liability. For
real estate occupiers this is significant. In the past, the majority of
property leases were classified as operating leases and so property
rentals were treated as an operating expense in the lessee’s financial
statements. Under these proposals lessees would be obliged to
bring the net present value of their future lease obligations onto
the statement of financial position.
http://www.kpmg.com/Global/en/lIssuesAndinsights/
ArticlesPublications/Pages/NOTH-Leases-for-Real-
EstateCompanies.aspx

Arab Media Outlook: Collaborating

for Growth

This groundbreaking report, released by the Dubai Press Club in
conjunction with PricewaterhouseCoopers, reviews the current
state of Arab media across twelve Arabic-speaking countries.
Supported by Dubai Media City, Dubai Studio City and International
Media Production Zone, the Arab Outlook focuses on the impact
of the global media trends on the Arab Media and predicts the
course of events for many aspects of the industry over the next
five years.

Developments in digital media and the emergence of broadband
access and TV delivered directly to mobile devices present exciting
growth opportunities for media companies across the Arabic-
speaking world. Yet in order to benefit from these opportunities,
certain factors must be addressed: the relatively limited availability
of affordable broadband access across much of the region; and
the lack of reliable audience and readership figures: Conclusions
outlined in this report enable us to take an accurate view of the
Arab media industry both in quantitative and qualitative terms.
http://www.pwc.com/m1/en/publications/Arab_media_
outlook.jhtml
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Guide to Using International
Standards on Auditing in the
Audits of Small and Medium-Sized
Entities

The second edition of this Guide was commissioned by the
IFAC Small and Medium Practices (SMP) Committee to assist
practitioners on the audit of small and medium-sized entities
(SMEs), and to promote consistent application of the International
Standards on Auditing (ISAs). While developed by the Canadian
Institute of Chartered Accountants (the CICA), the Guide is the
full responsibility of the IFAC SMP Committee. The International
Auditing and Assurance Standards Board (IAASB) staff and a global
advisory panel, with members drawn from a broad cross-section
of IFAC member bodies, have assisted in reviewing the Guide. The
Guide provides non-authoritative guidance on applying ISAs. It is
not to be used as a substitute for reading the ISAs, but rather
as a supplement intended to help practitioners understand and
consistently implement these standards on SME audits. The Guide
does not address all aspects of ISAs and should not be used for
the purposes of determining or demonstrating compliance with
the ISAs.

The Guide is intended to explain and illustrate so as to develop a
deeper understanding of an audit conducted in compliance with
ISAs. It offers a practical “how-to” audit approach that practitioners
may use when undertaking a risk-based audit of an SME. Ultimately
it should help practitioners conduct high-quality, cost-effective SME
audits, and in so doing, help them better serve the public interest. It
is anticipated that the Guide will be used by member bodies, audit
firms and others, as a basis for educating and training professional
accountants and students. IFAC member bodies and firms may use
the Guide, either as it is or tailored to suit their own needs and
jurisdiction. It provides a basis from which member bodies and
others can develop derivative products such as training materials,
audit software, checklists and forms.
http://web.ifac.org/media/publications/5/ guide-to-using-
internationa-1/guide-to-using-internationa-1.pdf

About the Author:

Vishal Thakkar is a qualified Chartered
Accountant and Certified Internal
Auditor. He is currently working with
Group Internal Audit department of
Petrofac and can be contacted at
vishalkthakkar@yahoo.com




ASk hOW Protiviti is helping clients use the

new IIA standards to create organizational value.

The new IIA International Standards for the Professional Practice of Internal Auditing (Standards) took effect in January,
20009. These Standards require assessments of IT governance, use of data analysis techniques, assessments of fraud risk
management and creation of records retention policy. Do you know how the Standards affect your organization? Are you
using them as an opportunity to create value? At Protiviti, we recently held several online seminars for more than 2,000
internal audit leaders to help them understand the revisions. We are helping our clients use the Standards to make their
internal audit functions more effective and efficient. Could you be doing the same? Ask how at protiviti.com today or
contact Adnan Zaidi, Managing Director on + 971 50 319 6564 or email UAE@protivitiglobal.ae.
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UAE Training Calendar

for November [ December 2010 & January 2011

J

DATE TRAINING PROPOSED FACILITATOR

Nov. 7-8
Nov. 9-11

N\

( Continuous Auditing Methodology

Top 5 Mistakes Audit Departments Make
Communication - The Cornerstone of Audit
Building Performance Excellence

How to Plan Workshop

Audit Challenges Routable

Relationship Development
.

~\
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Robert Mainardi

N

(Nov. 21-22

Nov. 23- 25

.

Cyber Forensic- Forensic Auditing

Hunt for Fraud:Prevention and

Detection Techniques
Information Risks Management
Implementing Control Self Assessment

Successful Application & design

.

Albert Marcela, Jr.

[ End of
November

or beginning

g
Demonstration of a Continuous Control

Monitoring using ACL
Hands on Case Study using Hands on Desk Top

Gretel de Paepe

CIA Review Course — Paper 2
CIA Review Course — Paper 4
CIA Review Course — Paper 3
ALL PAPERS

.

December
( Dec. 6 -7 1( Introduction to Construction Audit 1( )
Dec.8-9 Construction Audit Advanced Technique Denise Cicchella
[Dec.12-13 | [ FRAUD AUDITING/ FORENSICS 1( )
Investigative Interviewing- Corp. Internal Larry Rosipajla
Investigation
rJan 2011 ) rCIA Review Course — Paper 1 1( )

Phoenix Financial






