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Agenda

¸ Introduction - what is it?

¸What tool should I buy?

¸Why do we need it now?

¸ Building the Business Case

¸ How often is continuous?

¸ How do I start?

¸What are the problems?

¸Dos and donôts
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Disclaimer

The information contained herein for the  2009 Continuous Monitoring  
Conference is of a general nature and is not intended to address the 
circumstances of any particular individual or entity. Although we endeavour 
to provide accurate and timely information, there can be no guarantee that 
such information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No one should act on such 
information without appropriate professional advice after a thorough 
examination of the particular situation.

This document is copyright © 2009 KPMG LLP, a UK limited liability 
partnership, a subsidiary of KPMG Europe LLP and a member firm of the 
KPMG network of independent member firms affiliated with KPMG 
International, a Swiss cooperative.
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Introduction

What is continuous auditing?

ÅA Audit coverage of all 

business areas on a regular 

cycle (eg every one to three 

years)

ÅB Data analysis of business 

areas by a ócentre of 

excellenceô team on a regular 

(eg annual) basis

ÅC A continuous on-site 

presence by an audit team to 

perform audit testing

ÅD Testing controls and 

transactions on a real-time 

basis

50:50
£250,000

'    

£500,000

£1,000,000
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Introduction

What is continuous auditing?

ÅA Audit coverage of all 

business areas on a regular 

cycle (eg every one to three 

years)

ÅB Data analysis of business 

areas by a ócentre of 

excellenceô team on a regular 

(eg annual) basis

ÅC A continuous on-site 

presence by an audit team to 

perform audit testing

ÅD Testing controls and 

transactions on a real-time 

basis or as frequently as 

needed
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Introduction - Impact of continuous audit

Conventional Audit ®«worst case scenario¬
Jan Mar June DecSept

IT Auditor Business / IT User

V

1 Auditor checks control settings 
and confirms control is working 

2 Control is 
subsequently disabled 

3  Unauthorised transaction is 
perpetrated and goes undetected due 
to disabled control

4 Auditor spots failure 
of control at 
subsequent audit

5 Control failure is 
fixed, but too late.  
Failures must be 
identified and 
rectified  

IT Auditor

Continuous Audit ®an alternative outcome

Jan Mar June DecSept

V

1 IT Auditor checks control settings 
continuously 

2 Control is disabled part-way through 
the year and identified 3 Control failure is fixed early.  Failures 

do not build up
IT Auditor
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Continuous Monitoring
A feedback mechanism, primarily used by management, to ensure 

that systems operate and transactions are processed as prescribed

Definitions

Continuous Auditing
The collection of audit evidence, by an internal or external auditor, 

on systems, transactions and controls on a continuous basis

Continuous Assurance
Providing a continuous (evergreen) or on-demand assurance 

opinion on systems or transactions
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CA v CM ïagree who does what ïPTP example

Test CM CA Either

3 way match setting for PO/PR/invoices management override

Entry of duplicate vendor records management override

Weekly (before payment) check for duplicate invoices

Weekly check for vendors with same name/address/phone/bank

Weekly check for fictitious vendors ïmobile phone, PO box

Weekly check for bank, name, address, phone matching of 

vendors with employees

Weekly analysis of use of one-time vendors for excessive use

Changes to invoice setting tolerances (prices, quantities)

Monthly rolling check for discounts not claimed

Monthly review of invoice payment periods for early/late payment

Etc 
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CA/CM Overview 
Objectives

Continuous Auditing

Performed by Internal Audit

Continuous Monitoring

Responsibility of Management

Å Gain audit evidence more effectively 

and efficiently

Å React more timely to business risks

Å Leverage technology to perform more 

efficient internal audits

Å Focus audits more specifically

Å Help monitor compliance with policies, 

procedures, and regulations

Å Become more valuable to the business

Å Improved governance

Å Increase visibility into operations

Å Obtain better information for day-to-

day decision making

Å Strive to reduce cost of controls

Å Leverage technology to create 

efficiencies
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Integrating CA and CM

¸ Organizations that draw the maximum value from CA/CM tend to 

use a combination of both CA and CM throughout the business

¸ It is common to successfully implement CA without a CM process in 

place

¸ Often CA techniques lead to management adopting specific 

procedures as CM

¸ Leading organizations tend to use a variety of analytic techniques 

across a combination of three areas of monitoring, based on a cost-

benefit analysis
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Dimensions of CA/CM 
Integrating the Types of Tools and Analytics

Macro-Level

Trends and Results 

Monitoring
(eg DSO, DPO, working capital 

requirements, etc.)

Continuous 

Controls 

Monitoring
(eg 3 way match 

disabled, credit limit 

disabled)

Continuous 

Transaction 

Monitoring
(eg duplicate 

purchases,

Expenses out of 

policy)

Risk and Performance Monitoring is optimized when all three 

dimensions are implemented

Risk/

Performance
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Linking CA/CM with Risk Management and 

Operations Improvement 

Define the desired end-state  to effectively 

build a road map and measure success. 

integrate an ERM program, monitoring 

capabilities from a CA and CM perspective, 

and an exception-based remediation and 

control improvement program. 

Exceptions or areas for improvement can be 

identified over time, communicated and 

corrected ïleading to process enhancement.

Investigate
Determine root 

cause
Fix root cause

Monitor that it 

stays fixed
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What tool should I buy?

Answer : It depends what you want to do 

Itôs not just about tools
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Risks and Controls ïQuestions to Consider

¸ How is risk currently managed and monitored?

¸ What is the driver for the CA/CM initiative ïfraud and misconduct prevention, 
regularity compliance, or performance improvement?

¸ Is there agreement between CA/CM on key risks and controls?

- Does the organization have a single view of financial, regulatory, and 
operations risks?

¸ How mature are the change management protocols?

¸ Is management monitoring the right controls, and what is the process for refining 
such monitoring as processes, technology, and people change?

¸ How does the organization monitor performance for processes outsourced to 
others (e.g., payroll)?

- Does it have access to process ïspecific data?
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Technology ïquestions to consider

¸ What tools are already available and are they being used?

¸ What CA/CM implementation model makes sense based on the system 
architecture?

- Existing monitoring capabilities within the ERP system

- Third-party bolt-on solutions, or a combination of both

- In-house or outsourced

- Embedded or extract & analyse

¸ How will tools affect the performance of business systems?

- Monitor against production data or a production copy?

- Is real-time monitoring possible?

¸ What is the required frequency and sophistication of analysis?

- How will exceptions be reported, assigned, resolved and documented?
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Process and People ïQuestions to Consider 

¸ Who is the sponsor of the CA/CM initiative, is there senior management 

support?

¸ What functional knowledge (e.g., fraud risk management) and skill sets exist and 

what level of training will be required to deploy process and technology 

changes?

¸ How have roles and responsibilities been defined?

¸ Is there adequate knowledge of processes and controls function to challenge the 

effectiveness and efficiency of processes and perform the necessary root cause 

analysis for exceptions?  

¸ How effectively does the organization manage through change?

And last but not least:

¸ Has a convincing business case been produced to secure adequate budget?
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Drivers for improved governance
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Appetite for CA/CM USA
Survey Data ïRisk and Control Innovations ïNext Three Years

Survey of 435 Senior Executives 



21
© 2009 KPMG LLP, the UK member firm of KPMG International, a Swiss cooperative. All rights reserved. KPMG and the KPMG logo are registered trademarks of KPMG International, a Swiss cooperative.

Appetite UK ïKPMG survey 2009

0% 10% 20% 30% 40% 50% 60%

Not considered

Understand the value proposition

Business case completed

Pilot projects underway

Real time alerting & follow up embedded in internal audit

Real time alerting & follow up embedded across the org.

Other

Current Desired
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Building a business case - drivers

CA/CM strategy is influenced by a variety of strategic, operational and 

external drivers from different governance initiatives

Uncertain economic  

environment 

increasing business 

risk

Expanding 

regulatory and 

legal risk 

environment

Pressure to 

improve 

governance

Need to improve 

performance/ 

accountability

Strategic Drivers

Improve 

leverage of IT 

Investments

ERP 

conversion

Occurrence or 

risk of fraud

Operational

Drivers

CA/CM 

Strategies

Scrutiny from 

rating 

agencies/listing 

standards 

External 

Drivers

Desire to 

reduce SOX 

costs

Globalization


