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Evolution of Internal Audit

Financial Reporting Operational
and Regulatory Effectiveness
Compliance and Efficiency

Strategic Business
Advisor

Focus on providing Internal audit’s remit  Internal audit
independent grew and value was developed to become
assurance on financial delivered by beinga  a strategic business
reporting and good business partner advisor, engaging
compliance activities on top of finance/ in essential advisory
compliance assurance work and acting as a
source of talent for
the business

l

Source: Gartner
734504_C
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Integration of Al into Audit Works @
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Which one is better statement about an audit of 1 million transactions?
A) 5 out of 30 samples are incorrectly recorded (16%)
B) 5 out of 1 million transactions are incorrectly recorded (0,005%)

* Sample basis vs. big data: is taking 30 samples enough to represent 1
million transactions?

100% A.l.
AUDIT?

 Time required to do the audit

* Uncovering hidden facts and insights
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Machine being able to carry

out “smart” task

If — then coding No prescribed rules
Set of Rules Defines its own set of rules
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Rule — Based Use Case:
Nation wide

Branch

Name F
Branch-776550
Branch-206130
Branch-973750
Branch-833554
Branch-913748
Branch-441989
Branch-549003
Branch-859544
Branch-60995
Branch-635105
Branch-719211
Branch-691790
Branch-638488
Branch-257524
Branch-733080
Branch-395346
Branch-849575
Branch-6512599
Branch-273102
Branch-645149
Branch-410039
Branch-388643
Branch-163132
Branch-335455
Branch-796985
Branch-343696
Branch-328565
Branch-544397

Ratio Alert By Branch F
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Branch-328565
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M.L Use Case:
Regression Analysis — Predictive vs. Actual

Differences Prediction VS Current Rate

Rate Prediction- Regression
: : : : : : : Tiering Diff Prediction Rate RF
Product Description RCS 0.0-0.5 0.5-1.0 1.0-20 | 20-3.0
KPRiB FIXED RATE . . 634 ) ) ) ;
KPR PROGRAM CBP . . 153
KPRXTRA - - - 594
KPR XTRA MANFAAT : 11,252
Pembiayaan Multiguna Fléxi .. . 800
Pembiayaan Multiguna iB- . 88
Pembiayaan PKRiBMMQ - - - | -~ - 16,141

Loan Rate

9/19/2019

KPREB FIXED RATE A : : : :
Pricing KPRiB-Tenors/d10Thn. . .. ... .. ... . ... ... ... ... ... ...... ...]|
- Primary & Takeover 10 Thn ‘ ‘ I :
120.0 month : :

5.00 '

Rate Prediction - Random Forest Regression
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Dummy Data

b CIMB NIAGA

Predictive Analytic : Product X Customer Lifetime Value
Dashboard

Total Observed Customer
57,131

Aguisition Trend In 2020

[Buy Till ¥You Die]

Using customers’ last transaction date (recency)
and number of repeat transactions done 4.270 13‘5-3 — 3-%19
(frequency), we estimate the expected number 3,789

of future transactions each customer will do
over a define time period.

“Obesanved dala auring Jan 2020 - Mar 2021

Cummulative Total Customer and Transaction by Valued Customer Probability Customer Alive Distribution

== Total Customer . Total Transaction

Based on Registration Month:

8,459 B.752 —
’ February 2020
7.836 8151 }

8.30%
1.33% 0.94% 0.81% 0.73% 0.76% 0.55% 0.92% 1.58% -

(P 10%a

80 90%
90 % 100 %
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R.P.A. is all about improving the [SSRIGISN® of the audit function

Areas for possible R.P.A:

* Internal Productivity MIS (audit hours spending analysis, audit
statisctic, e.t.c.)

* Management Action Plans Follow Up

* Scheduler/ Calendar Reminders

* Audit Planning (Risks Assessment)

e Audit Report
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ANNUAL AUDIT RISKS ASSESMENT AND PLANNING
RISKS BASED AUDIT CYCLE

* Rapid changes

 Dynamic Stakeholders’ Needs

e Resources allocation: What really matters for the business vs. cycle
* Speed of audit and issues resolution
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Annual Audit Planning

Planning + Fieldwork + Reporting

Post Facto

Risks Based “Time Cycle”
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(% DIGITAL DEXTERITY NETWORKING
CYBER SECURITY PROBLEM SOLVING
" T . ‘0,‘:', ‘.
STORY TELLING :

-

(-~ DATA LITERACY
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Identify

organizational

dagcaset/ Source Data

sources that =

are relevant ] <D skill is key for the next

generation auditors

] 4

L Understand
Connect risks data and
to relevant analytical
organizational concept and
data principles

|dentify
Evaluate innovative
the quality new ways to
of dataset leverage data

across audit

@2’ work

Confidently

i

Recognize

when data is tell a business
usedin story using
appropriate or || data and

misleading way | visualisations

Source: Gartner definition of Data Literacy, as applied to audit.
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Component of Data Literacy Auditor 1 Auditor 2 Auditor 3 Auditor 4

Connect risks to relevant

organization data v v

Identify organizational datasets/
sources that are relevant

Source data

Understand data and analytical
concepts and principles

Evaluate the quality of dataset

Recognize when data is used in an
inappropriate or misleading way

Confidently tell a relevant business
story using data and visualizations

Identify innovative new ways to
leverage data across audit work

Auditors are more likely to possess discrete data competencies than the total combination
of these skills.

Source: Gartner (2019)
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COMMUNICATION Oﬁﬁ

AUDIT REPORT IS THE OMMUNICATION MEDIA FROM INTERNAL AUDITOR

SEAT IN MANAGEMENT COMMITTEES

MEETING MANAGEMENT AS OFTEN AS POSSIBLE
(QUARTERLY BUSINESS MONITORING)

KISS MINDSET (KEEP IT SHORT AND SIMPLE)
FORWARD LOOKING & BUSINESS STORIES




@ 2021 NATIONAL ' L Ker INTERNAL AUDIT
WA CONFERENCE BA
Indonesia Virtual Event | 27-23 October 2021 M

J FUT”RE OF THE FUTURE

CLOSING IDEAS O

* NUMBER OF AUDITORS REQUIRED IN AN ORGANIZATION COULD BE DOWN BY
15 % WITHIN 5 YEARS; 25% WITHIN 10 YEARS

* DATA LITERACY IS THE FUNDAMENTAL SKILL

 WHILE NOT 100% AUDIT WILL BE IN THE FORM OF A.l., IT WILL PLAY A
SIGNIFICANT ROLE

e CHECKLIST/ HISTORICAL REPORTING IS WAY OF THE PAST, FORWARD LOOKING
AND BUSINESS INSIGHTS ARE WHERE AUDITOR CAN ADD VALUE
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THANK YOU

PRESENTED BY:

ANTONIUS GUNADI

CHIEF AUDIT EXECUTIVE CIMB NIAGA AND CHAIRMAN OF IKATAN AUDITOR INTERN BANK INDONESIA 2020 - 2023
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