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A premium
on agenda
management

Audit committees continue to express confidence in their oversight of
core responsibilities—financial reporting integrity and audit quality. Yet,
it’s clear from our survey of more than 200 audit committee members
that technological innovation, digital disruption, and the complexity of
business are exerting greater pressure and sharpening the focus on risk
management and the internal control environment.
Indeed, mounting cybersecurity risks and transformative technologies—
data analytics, artificial intelligence (AI), automation, and blockchain—are
increasing the demands on the finance organization, internal audit teams,
and enterprise risk management (ERM) systems.
As companies and their boards grapple with a fast-changing world—
globally connected, data-driven, and often opaque—audit committees
continue to play a pivotal role in assessing risk management processes
and internal controls. Is the tone at the top clear? Does leadership walk the
talk? What is the mood in the middle and the buzz at the bottom? Does the
company’s culture make it safe for employees to do the right thing?
Not surprisingly, our survey finds many audit committees still shouldering
heavy risk agendas—financial risk, legal/regulatory compliance,
cybersecurity, information technology, and third-party risks. Does the audit
committee have the time and expertise to oversee these major risks?
Audit committee members continue to tell us that a deeper understanding
of the business and its risks and more “whitespace time” for open
dialogue would most improve the committee’s effectiveness. Clearly, that
puts a premium on effective agenda management.
We hope you find these survey results helpful in sparking robust
discussions with your audit committee, board, and management as you
work to keep pace in a fast-changing environment—and on course for longterm performance.
— Jose R. Rodriguez
Leader, KPMG’s Audit Committee Institute

© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of
KPMG International.

Key takeaways
Helping ensure that the finance organization has the talent and skills to maintain quality
financial reporting is one of the audit committee’s greatest challenges. Nearly three-quarters of
respondents reported that their committees are discussing how the finance organization’s talent, skills,
and leadership must evolve to support the organization’s analytics and strategic capabilities. Some 40
percent said that they are discussing finance’s plans to use data and analytics and artificial intelligence
to develop sharper predictive insights, and 27 percent are discussing plans to leverage robotics and
cloud technologies to automate manual activities in the finance organization.

Cybersecurity continues to be a top concern. Aside from “core” financial reporting issues,
cybersecurity ranked highest in terms of other top priorities on audit committee agendas. Vulnerability
from third parties and the supply chain, keeping technology systems up to date, internal people risk,
and—particularly concerning—talent/expertise, were cited as critical challenges.

Few are confident that their company’s current enterprise risk management processes capture
“disruptive risks.” Just over one-third of audit committee members are confident that their company’s
ERM processes are robust and capture disruptive risks such as digital and technology risks. Another 38
percent said that their company’s ERM processes are generally robust but may not capture disruptive
risks such as digital and technology risks. One-quarter reported that their company’s ERM processes
require substantial work or are in the developmental stages.

Internal audit can maximize its value by maintaining flexibility to adjust the audit plan in
response to changing business and risk conditions. Of those companies that reported having an
internal audit function, focusing the audit plan on key areas of risk beyond financial reporting risk such
as cybersecurity, information technology, and other operational risks, and maintaining flexibility to adjust
the audit plan in response to changing business and risk conditions ranked as the most important ways
to maximize internal audit’s value. More than a quarter of respondents also suggested that internal audit
add culture considerations to existing audits or undertake a stand-alone culture audit.

Few audit committee members say that companies should continue to provide quarterly
earnings guidance. In fact, 34 percent said the practice of providing earnings guidance should be
phased out, and 20 percent said guidance should be provided only annually. Interestingly, however, only
21 percent of audit committee members view environmental, governance, and social (ESG) issues as
important to long-term performance and value creation; and nearly half view ESG as part of normal risk
and regulatory compliance activities.

© 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of
KPMG International.

2019 Audit Committee Pulse Survey

1

Core oversight challenges
Help ensure the finance organization has the talent
and resources to maintain quality financial reporting

61%

Maintaining internal control over financial reporting
and disclosure controls and procedures

50%

Assessing key assumptions underlying
critical accounting estimates

32%
26%

Implementation of new accounting standards

21%

Monitoring fraud risk
Maintaining audit quality
and auditor independence

15%

Preparing for reporting of critical
audit matters (CAMs) by external auditor

14%

Streamlining/improving
company disclosures in SEC filings

12%
3%

Other
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Q. Which of the following core oversight areas pose the greatest
challenges for your audit committee? (Select up to 3)

60

Assessing impact of technology on finance group
Our audit committee is discussing:
How talent, skills, and leadership must evolve to support
the organization’s analytics and strategic capabilities

71%

Plans to use the data and analytics and AI to
develop sharper predictive insights

40%

Plans to leverage robotics and cloud
technologies to automate manual activities

27%

Plans to use data and analytics
and AI for efficient deployment of capital
Other

15%
5%

Q. How is your audit committee assessing the impact of technology
transformation on the future of the finance organization?
(Select all that apply)
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Other top priorities
67%

Cybersecurity
Ensuring that internal audit is
properly focused and maximizing its value

53%

Adequacy of company's ERM processes to identify
and assess disruptive risks on the horizon

49%

Talent, skills, and leadership succession
in the finance organization

48%
47%

Legal / regulatory compliance
Impact of digital disruption and new technologies
on the finance organization

41%

Maintaining the control environment during
period of rapid technology change

36%
34%

Tone at the top and culture

25%

Data privacy and protection
Balancing company's long-term
and short-term performance
Risks posed by environmental,
social and governance (ESG) issues
Other

23%
9%
2%

Q. Aside from core audit committee responsibilities (oversight of
financial reporting, internal controls over financial reporting, and
the external auditor) which of the following are top priorities on
your committee’s agenda? (Select up to 5)
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Gaps in managing cyber risk
49%

Vulnerability from
third parties / supply chain

42%
44%

Keeping technology
systems up to date

36%
39%

Talent / expertise

20%
37%

Internal “people” risk

26%
29%

Cyber risk is siloed
as an “IT” issue versus
enterprise-wide business risk NA

21%
22%

Monitoring and reporting
of cyber threats
(e.g., dashboard)

13%
19%

Organizational
awareness / culture

22%
2%
1%

Other

14%

4 2019
4 2017

Q. In your view, what are the most significant gaps in your company’s ability
to manage cyber risk? (Select up to 3)
0
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Status of risk management program
Robust program in place, but processes
may not capture disruptive risks

38%

Robust program in place, including
processes to capture disruptive risks

35%

Program implemented,
but requires substantial work

15%

In planning/
development stage

8%

No active effort to implement
risk management program

4%

Q. What is the status of your company’s risk management
program/processes?

Leveraging internal audit
Maintain flexibility in audit plan to adjust
to changing business and risk conditions

66%

Focus audit plan on other key areas
of risk and related controls

65%

Focus audit plan on effectiveness of
risk management processes generally

52%

Improve talent and expertise in
internal audit organization

36%

Add culture considerations to existing audits
or conduct a stand-alone culture audit

24%

Company does not have
an internal audit function
Other

13%
1%

Q. In your opinion, what steps can internal audit take to maximize
its value to the organization? (Select all that apply)
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Other risk oversight responsibilities
73%

Financial risks

72%

Adequacy of risk controls
Legal and regulatory compliance

65%

Risk management process

65%
60%

Cybersecurity

48%

Information technology
Data privacy

30%

Third-party risks

30%
16%

Other operational risks

3%

Other
Unclear

1%

Q. In addition to financial reporting and related control risks, for what risks
does your audit committee have significant oversight responsibilities?
(Select all that apply)
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Time and expertise
Time

Expertise

57%

Yes

39%

Yes, but increasingly difficult

32%

No

2%

4%

66%

Q. Are you satisfied that your audit committee has the time and expertise to oversee the major
risks on its agenda in addition to carrying out its core oversight responsibilities?

Workload
Adding meetings or
extending current meetings

54%

Doing more work outside
committee meetings

52%

Adding new skills /
perspectives

24%
11%

Adding members
Allocating specific issues
to individual directors
Other

10%
6%

Q: W
 hat are you doing to handle the expanding workload?
(Select all that apply)
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Improving overall effectiveness
More “white space” time on
agenda for open dialogue

37%

Better understanding of
the business and risks

36%

Additional expertise—technology,
M&A, industry knowledge, risk, or other

31%

Spending more time “on the ground”
visiting facilities/employees/customers

30%

Greater diversity of thinking, background,
perspectives, and experiences

21%

Greater willingness and ability
to challenge management

18%

Reallocation of certain oversight
responsibilities to other committees

13%

Deeper engagement by
committee members

12%

Bringing “fresh thinkers”
onto the committee

11%

More in-depth financial reporting
and audit expertise

9%

Removal of underperforming
director(s)
Better chemistry /
dynamics
Other

7%
1%
2%

Q. What would most improve your committee’s overall
effectiveness? (Select top 3)
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Earnings guidance
1 A
 nnually
1 Semi-annually

20%
34%

1 Quarterly

3%

1 The practice of

earnings guidance
should be phased out

20%

1 O
 ther
Does not equal 100%
due to rounding

22%

Q. In your opinion, how frequently should companies
provide earnings guidance?

Environmental, social, and governance (ESG) issues
Part of normal risk and
regulatory compliance activities

49%

Increasingly important
to key stakeholders

31%

Potential impact (positive or negative)
on the company’s brand and identity

29%

Important to long-term
performance and value creation

21%

Primarily from an
“emerging risks” perspective

19%

Company has not
focused on ESG issues

14%

As opportunities to improve operational
efficiency and return on capital

9%

Unclear

9%

Q. How does your audit committee view environmental, social,
and governance (ESG) issues?
(Select all that apply)
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Audit committee’s role in presentation of non-GAAP and KPIs
Non-GAAP
financial measures

Key performance
indicators (KPIs)

35%

61%

Discusses with management
the process by which
management develops

53%

Discusses adequacy of disclosure controls
and processes around development
of the numbers/information

24%

49%

High-level, general discussions
with management about use of
the numbers/information

32%

47%

Discusses the correlation of
the numbers/information with
actual state of the business and results

27%

15%

Audit committee’s
role is limited

17%

8%

Company does not provide

9%

Q. What is your audit committee’s role in deciding whether the company should
present non-GAAP financial measures and/or key performance indicators (KPIs)
and which ones to provide? (Select all that apply)
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7%
10%

45%
55%

63%

15%

Survey respondents
Annual revenue (USD)

Role
3%

1% 1%

1%

1 A
 udit committee

1 Less than $500 million

member

1 $500 million to <$1.5 billion

1 Lead independent

1 $1.5 billion to < $5 billion

director/chair

16%

1 B
 oard member

not on the audit
committee

1%

1 $5 billion to < $10 billion

24%

1 $10 billion or more

7%

1 Not applicable

1 Internal auditor
1 Other

21%

31%

93%

Does not equal 100% due to rounding

Industry/sector

Company type

Banking/Financial
Services/Insurance

32%

Energy/Natural
Resources

12%

Retail/
Consumer Goods

10%
9%

Healthcare
Technology/
Software

5%

Real Estate

5%

Transportation

3%

Pharmaceuticals

3%

12%
Private company

Building/
Construction

2%

Higher Education

2%

Other

Public company

8%

Industrial Manufacturing/
Chemicals

Communications/
Media

79%

1%
6%

Results shown are based on 206 responses to a U.S. survey
conducted from Nov. 15, 2018 to Jan. 4, 2019.

8%
Not-for-profit

1%
Other

Comparisons to 2017 data refer to results for U.S. respondents to
our 2017 survey, “Is everything under control?”
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More from the KPMG Board Leadership Center

On the 2019 audit committee agenda

The ESG journey: Lessons from
the boardroom and C-suite

Leading with agility and purpose

The role of the audit committee chair
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About KPMG’s Audit Committee Institute
As part of the Board Leadership Center, KPMG’s
Audit Committee Institute focuses on oversight of
financial reporting and audit quality and other issues
of interest to audit committee members, including
risk oversight, internal controls, and compliance.
Learn more at kpmg.com/us/aci.

About the KPMG Board Leadership Center
The KPMG Board Leadership Center champions
outstanding governance to help drive long-term
corporate value and enhance investor confidence.
Through an array of programs and perspectives—
including KPMG’s Audit Committee Institute,
the WomenCorporateDirectors Foundation, and
more—the Center engages with directors and
business leaders to help articulate their challenges
and promote continuous improvement of publicand private-company governance. Drawing on
insights from KPMG professionals and governance
experts worldwide, the Center delivers practical
thought leadership—on risk and strategy, talent and
technology, globalization and compliance, financial
reporting and audit quality, and more—all through a
board lens. Learn more at kpmg.com/us/blc.
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Contact us
kpmg.com/us/aci
T: 1-800-808-5764
E: us-kpmgmktblc@kpmg.com

Some or all of the services described herein may not be permissible
for KPMG audit clients and their affiliates or related entities.

kpmg.com/socialmedia

The views and opinions expressed herein are those of the speakers and do not necessarily
represent the views and opinions of KPMG LLP.
The information contained herein is of a general nature and is not intended to address the
circumstances of any particular individual or entity. Although we endeavor 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 upon
such information without appropriate professional advice after a thorough examination of the
particular situation.
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