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Welcome to

Continuous Auditing:
Paradigm Shift or Pipe Dream?
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Agenda
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wChallenges that prohibit true Continuous
Auditing

WwwSEtAFYGQa | LILINRIF OK
Auditing and Risk Management
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What is Continuous Auditing (CA)

A Common Definition of CA:

Methodology used to perform control and risk assessments
automatically on a more frequent basis (e.g. quarterly).

According to a 2007 IA survey by PwC:

M3%of respondents reported using some for
monitoring in their audit operations. oo

A Better Definition of CA:

Methodology used to perform control and risk assessments
automatically at any time or frequency.

CA changes the audit paradigm from periodic reviews of a sample of
transactions to ongoing audit testing of 100% of transactions.

CA should allow you to proactively perform audit activities, on a
continuous basis, including assessing risk and detecting fraud.
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Why Continuous Auditing Matters

Audit activity scope

Risk mitigation thru increased
sample sizes

Confidence of results

Reporting against KPIs

Field work time and costs
Risk Assessment costs

| Fraud risk
Financial errors
\

A Providing real-time audit results on the status of controls and

financial transactions can enhance management's ability to make
key business decisions.

Field work performed
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Audit Methodology Before/After SOX

Before SOX After SOX
w Consultative, valuadded w Compliance function |
Process w Kneedeep in Internal
w Internal Control Review Controls

w Financial Audit Support

w Extensive Annual Audit
Planning

As auditors, what opportunities are we missing to add value to
the business?

What value should we offer while maintaining independence?
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Hurdles to Implementing True CA

w GSuite Buyin
I Cost and Business Impact vs. Value
I How do we demonstrate the value of CA?
I What 6s t hlaformatibruve. Datd?

w Staffing and Education
I Do you have the appropriate resources?
I Can your people rapidly adapt to market fluctuations?

w Maintaining Auditor Independence

w Technology
I Make vs. Buy - picking the right tools for your organization
I Fragmented approach today
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A Data extraction tools: w Monitoring tools:
I Specific to a known set of ¢ Disconnected from risk
data framework

T Need to know what,
where, how to extract info
I No big picture perspective

¢ No relationship between risks,
control objectives and control
status

of audit NO risk ment
i No proactive C 9 rs . assessme
A Compliance frameworks: w ERP Vendor tools:
I Standalone and static ¢ Specific to ERP system, limited
I No visibility into current scope
. risk ¢ Designed for IT, not auditors
I You only get out what you ; 00
put in ¢ Weak detective capabillities

© Reliant

Continuous Risk Management for Auditors



a1l 26 2F0SYy R2 @& 2dz
% of Respondents

15 7
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15 m Continuously
Monthly

m Quarterly
Semi-annually

11 m As Needed

m Not at all

\ &y

2007 PwC Survey: State of IA
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w S f ARoglst Chief Audit Executives

Compliance

Disclosure
Committee

Governance R
Committee oA

External Auditors @
BIG 4— D&T, E&Y, M8
KPMG,PwC

Internal Auditors \A’ﬁ
BIG 4 - D&T,E&Y,KPMG,PwC
Tier 2: JW,GT,Protiviti
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Audit Committee
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Audit Prep
Consultants

4 Company BoD

® Exec Management
‘A’ﬁ Controller, CFO, CEO

? Process Owners
lAﬁ & Managers

®
A4 Business Analyst

k?ﬂ Internal Auditor
Staff
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Dynamic Risk
'lEM.' @ Insight

A iibarmatad A 138 NAnaratiar
Automated Audit Operations

Risk Audit Plan @ Quality

Management Management

e - ® Efficiency
Control Testing Work Program
& Remediation & Execution

® Assurance

Continuous Monitoring
e.q5 X & ~inancial Controls,

e.q0 S0D, SO)
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