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AgendaAgenda

 Audit Committee PerspectiveAudit Committee Perspective

 Auditor PerspectiveAuditor Perspective

 Do Auditors make valuable AuditDo Auditors make valuable Audit
Committee members?Committee members?

 How do you get a seat at the table?How do you get a seat at the table?

 ResourcesResources
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Ask yourselfAsk yourself…………..

 Do I know who is on my Audit Committee?Do I know who is on my Audit Committee?

 Do I know what they do?Do I know what they do?

 Would I serve on MY companyWould I serve on MY company’’s Audits Audit
Committee?Committee?

 If so, what would I do differently?If so, what would I do differently?

 What can I bring to an Audit Committee?What can I bring to an Audit Committee?
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Audit Committee PerspectiveAudit Committee Perspective

 Scores of information produced in lastScores of information produced in last
decade on Audit Committees:decade on Audit Committees:

–– SarbanesSarbanes--Oxley Act of 2002Oxley Act of 2002

–– Blue Ribbon CommitteeBlue Ribbon Committee

–– New Audit Committee regulations for NYSE,New Audit Committee regulations for NYSE,
NASDAQ, etcNASDAQ, etc
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Audit Committee PerspectiveAudit Committee Perspective

 Many white papers and opinions agreeMany white papers and opinions agree
on what makes an Audit Committeeon what makes an Audit Committee
effectiveeffective

 Right people with the right information,Right people with the right information,
processes and perspectivesprocesses and perspectives

 Bottom lineBottom line--------increased expectationsincreased expectations
and demands of the Audit Committeeand demands of the Audit Committee
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Audit Committee PerspectiveAudit Committee Perspective

 As a result, backgrounds of members areAs a result, backgrounds of members are
more diversemore diverse--------accounting/auditing skillsaccounting/auditing skills
are considered important additionare considered important addition

 Benefit from a broad range of skills andBenefit from a broad range of skills and
experienceexperience

 No longer just a prestigious appointmentNo longer just a prestigious appointment

 Increased emphasis on members whoIncreased emphasis on members who
ask tough questionsask tough questions
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Audit Committee PerspectiveAudit Committee Perspective

 What IS the Audit CommitteeWhat IS the Audit Committee
perspective?perspective?

–– Composition/MembersComposition/Members

–– Financial ReportingFinancial Reporting

–– Audit ProcessesAudit Processes

–– Risk AssessmentRisk Assessment

–– Compliance/EthicsCompliance/Ethics

–– Organization and operation of CommitteeOrganization and operation of Committee
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CompositionCompositionComposition

 Independent of managementIndependent of management

 Financially literateFinancially literate

 Broad business experienceBroad business experience

 ““RiskRisk--mindedminded””

 High integrityHigh integrity

 CandorCandor

 Communication and negotiation skillsCommunication and negotiation skills
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Financial Reporting/ControlsFinancial Reporting/Controls

 Integrity of financial statements and theIntegrity of financial statements and the
process to generate and reportprocess to generate and report

 Financial reporting processFinancial reporting process

 Accounting issues and controlsAccounting issues and controls

 System of internal controlsSystem of internal controls

 Disclosure reporting processDisclosure reporting process
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Audit ProcessesAudit Processes

 External auditorsExternal auditors

–– Appoint and overseeAppoint and oversee

–– Scope and approach of annual auditScope and approach of annual audit

–– IndependenceIndependence

–– PerformancePerformance

 Internal AuditInternal Audit

–– Appoint/Dismiss CAEAppoint/Dismiss CAE

–– CharterCharter

–– Annual audit planAnnual audit plan

–– Resources and staffingResources and staffing

–– Qualifications of CAE and staffQualifications of CAE and staff

–– EffectivenessEffectiveness

 Private sessions with each audit groupPrivate sessions with each audit group
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Risk AssessmentRisk Assessment

 Risk is frameworkRisk is framework

 Risk management processes are assessedRisk management processes are assessed

 Risks are monitored by managementRisks are monitored by management

 Proactively ask questions about risks toProactively ask questions about risks to
the businessthe business

–– FraudFraud

–– ComplianceCompliance

–– Financial reportingFinancial reporting

–– OperationsOperations
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ComplianceCompliance

 Code of ethical conductCode of ethical conduct

 RegulatoryRegulatory

 LegalLegal

 Significant risk exposures due toSignificant risk exposures due to
noncompliancenoncompliance
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Organization/OperationOrganization/Operation

 CharterCharter

 Agenda settingAgenda setting——must have right agendamust have right agenda
to be effectiveto be effective

 Annual evaluation of CommitteeAnnual evaluation of Committee

 Other duties:Other duties:

–– Whistleblower complaintsWhistleblower complaints

–– Special InvestigationsSpecial Investigations

–– Education of other Board members and AuditEducation of other Board members and Audit
Committee membersCommittee members
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As a current Audit CommitteeAs a current Audit Committee
Member (with Internal Audit)Member (with Internal Audit)
 Attend meetings 3Attend meetings 3--4 times per year4 times per year

 Receive copies of all audit reports (internal,Receive copies of all audit reports (internal,
state auditor, QAR) issued (and actually readstate auditor, QAR) issued (and actually read
them!)them!)

 Receive monthly status reportReceive monthly status report

 Review and approve audit planReview and approve audit plan

 Review significant changes to audit planReview significant changes to audit plan
throughout the yearthroughout the year

 Stay abreast of staffing levelsStay abreast of staffing levels

 Provide support to CAE as necessaryProvide support to CAE as necessary
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Previous Audit CommitteePrevious Audit Committee
Member (no Internal Audit)Member (no Internal Audit)

 Attend meetings 3Attend meetings 3--4 times per year4 times per year

 Receive copies of audit reports issuedReceive copies of audit reports issued

 Heavy financial orientationHeavy financial orientation

 Review and approve audit planReview and approve audit plan

 FraudFraud

 HotlineHotline

 Insurance/workerInsurance/worker’’s comps comp

 Information securityInformation security
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Auditor PerspectiveAuditor Perspective

 Financial expertiseFinancial expertise——understanding of GAAPunderstanding of GAAP
 Commitment of Code of Ethics (CPA, IIA)Commitment of Code of Ethics (CPA, IIA)
 RiskRisk--based audit focusbased audit focus
 Knowledge of internal controls and proceduresKnowledge of internal controls and procedures
 Coordinate with external audit and otherCoordinate with external audit and other

regulatory agenciesregulatory agencies
 Qualifications, trainingQualifications, training
 Communicate audit results to management andCommunicate audit results to management and

Audit Committee timelyAudit Committee timely
 Understand and know business processesUnderstand and know business processes
 Understanding of Audit Committee functionsUnderstanding of Audit Committee functions
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Are there common traits?Are there common traits?

 RiskRisk--mindedminded

 ObjectiveObjective

 IndependentIndependent

 Audit coordinationAudit coordination

 Internal controlInternal control

 Business experienceBusiness experience

 Accounting expertiseAccounting expertise
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What unique skills doesWhat unique skills does
the Auditor add?the Auditor add?

 Fraud awarenessFraud awareness

 Evaluate effectiveness of internalEvaluate effectiveness of internal
auditaudit

 Information Technology/SecurityInformation Technology/Security
risksrisks

 ERMERM

 SOX/404 experienceSOX/404 experience——””livedlived”” itit

 Educate Committee membersEducate Committee members
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Are Auditors qualifiedAre Auditors qualified
Committee member material?Committee member material?

 Absolutely!!!Absolutely!!!

 Many shared traits and qualificationsMany shared traits and qualifications

 Auditor brings value to AuditAuditor brings value to Audit
Committee by supplementing skillsCommittee by supplementing skills
of typical membersof typical members
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Want a seat at the table?Want a seat at the table?

 Personal contacts and networkPersonal contacts and network
 Others who serve on a boardOthers who serve on a board
 CPA firm, law firm, investment bankersCPA firm, law firm, investment bankers
 Executive search firm that specializes in boardExecutive search firm that specializes in board

searchessearches
 AICPA, FEI and NACD keep registers of candidatesAICPA, FEI and NACD keep registers of candidates

interested in serving on a boardinterested in serving on a board
 If contacted or connected to an opportunity,If contacted or connected to an opportunity,

–– Due diligenceDue diligence------meet with senior officers/executivesmeet with senior officers/executives
–– Meet external auditor and review financial reportsMeet external auditor and review financial reports
–– D&O insuranceD&O insurance
–– Inquire about the skill sets on the board and what the company iInquire about the skill sets on the board and what the company iss

seekingseeking
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Key PointsKey Points

 Seek opportunities to serve on anSeek opportunities to serve on an
Audit CommitteeAudit Committee

–– Private companyPrivate company

–– NotNot--forfor--profitprofit

 AuditorAuditor’’s are perfect candidates tos are perfect candidates to
serve on Audit Committeeserve on Audit Committee
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ResourcesResources

 Center for NonCenter for Non--Profit ManagementProfit Management
–– Get on Board! Fair May 17Get on Board! Fair May 17

–– www.cnmdallas.orgwww.cnmdallas.org

 AICPAAICPA www.aicpa.org/audcommctrwww.aicpa.org/audcommctr
–– Audit Committee Matching SystemAudit Committee Matching System

 National Association of Corporate DirectorsNational Association of Corporate Directors
–– www.nacdonline.orgwww.nacdonline.org

 KPMG Audit Committee InstituteKPMG Audit Committee Institute www.kpmg/aciwww.kpmg/aci

 www.Auditcommittee.comwww.Auditcommittee.com (Deloitte)(Deloitte)

 IIAIIA www.theiia.orgwww.theiia.org


