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What Our 2015 Survey Tells Us

Introduction
Short of a crisis, the issues on the audit committee’s radar don’t change 
dramatically from year to year (and they shouldn’t); but sometimes small 
shifts tell a big story.

In addition to the global survey’s Global Snapshot, our own audit and advisory 
specialists – Brent Manning, Souella Cumming, Graeme Edwards, Darby 
Healey and David Sinkins – have added their own commentary to reflect New 
Zealand market conditions.

We have provided insights from six seasoned audit committee chairs, who were 
recently interviewed for an edition of the ACI’s Global Boardroom Insights of 
Audit Committee Workload. All commented that risk will be a top priority in the 
year ahead. Cyber risk, public policy and regulatory issues, and reputational risk 
will continue to be front of mind for 2015 including the audit committee’s role 
and scope of responsibilities in risk oversight activities. Their insights include:

1. Learn to say no – new issues and risks are often allocated to an audit 
committee by default rather than design.

2. Face-time in the boardroom is precious – meetings should be designed 
to make the most of the committees’ time together. Limit or exclude 
PowerPoint presentations in favour of quality discussion. Reach a level 
of comfort with management and auditors so that financial reporting and 
compliance activities can be processed routinely freeing up time for more 
substantive issues facing the business.

3. Spend time with management and auditors outside of the boardroom.

4. Tap into all resources at the committee’s disposal.

5. Spread the committee’s workload to all instead of relying on the audit 
committee chair.

6. Take a hard look at the board’s risk oversight approach.

1. Uncertainty and volatility, regulation 
and compliance, and operational risk, top 
the list of challenges facing companies today.

Global perspective
Many audit committees around the world point to economic and political 
uncertainty and volatility, regulation and compliance, and operational risk, and 
controls as posing the greatest challenges for their companies. It is little surprise, 
given the struggling global economy, ongoing geopolitical turmoil, heightened 
government regulation, and speed of risk and technology change.

New Zealand perspective
New Zealand respondents align with global views on regulatory and 
compliance, and operational risk. Organisations here await the outcomes of 
the significant legislative reforms of the Resource Management Act, new 
Health and Safety legislation due to be enacted September 2015, and the 
payroll changes due 1 April 2015. The latter two will impact all organisations 
and require both directors and management to fully understand their risks to 
ensure their control environment remains effective.

Economic and political uncertainty is less of an issue in the New Zealand 
context. Analysts predict that the outlook for the New Zealand economy is 
the same as last year’s. New Zealand economic growth for 2014 was 3.2 per 
cent compared with 2.7 per cent in Australia. Growth is forecast to average 
around 2.8 per cent a year over the next five years and unemployment will 
continue to fall with the Treasury forecasting the rate to be 5.1 per cent by 
March 2016. This is compared against an OECD average of 7.2 per cent
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2. Audit committees want to spend more time on risk 
oversight – particularly cybersecurity and the pace of 
technology change.

Global perspective
In the months ahead, audit committees want to devote more – or significantly 
more – agenda time to overseeing the company’s risk management processes 
and operational risk and controls, as well as cybersecurity and the pace of 
technology change (particularly acute concerns in the United States).

New Zealand perspective
In order to spend more time on risk oversight, we believe New Zealand 
companies need to have a re-think on the quantum and quality of committee 
papers. Operational risks and controls underpin the effectiveness of an 
organisation, with audit committees starting to find that operational risks are 
growing too complicated as organisations have to embed more complicated 
legislative and regulatory requirements into their organisations. We believe 
organisations should continue to spend more time linking their operational 
risks to their strategic risks and having in-depth conversations about their 
operational risks and impacts on the strategic objectives.

Furthermore, we are seeing a number of audit committees reducing 
director time reviewing financial statements and management time spent 
preparing financial statements. New Zealand companies are increasingly 
cutting the clutter from their financial statements by removing boiler plate 
and unimportant disclosures and improving the readability of the financial 
statements using plain English. In addition to moving from a “tick box 
disclosure mentality”, the improvement in the financial statements also helps 
improve companies’ communications with the investor community.

3. The quality of information about cybersecurity and 
technology risk, talent, innovation, and business model 
disruption is falling short.

Global perspective
Audit committee members rate much of the information they receive as good or 
generally good, yet many continue to express concern about the information they 
receive (at the committee or full board level) related to cyber risk and technology 
change, talent management, growth and innovation, and possible disruption 
to the business model. (The CIO ranks lowest in terms of quality interaction 
and communication with the audit committee.) Exposure to (and readiness for) 
critical infrastructure failures – financial systems, telecommunications networks, 
transportation, energy/power – may also require more attention.

New Zealand perspective
Cyber security has increasingly hit the headlines over the last three years, 
both locally and overseas. Therefore audit committees are discussing, 
more than ever, IT risks and cyber security. While the focus has increased, 
the awareness and understanding of the risks presented, and how the 
organisation is managing the risks, is still very limited. This is generally 
reflective of management themselves having an insufficient understanding 
of the risks and the effectiveness of their processes, and therefore not being 
able to articulate these in a clear concise manner.
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4. More boards are reallocating risk oversight duties as 
the audit committee’s workload becomes more difficult.

Global perspective
Three quarters of audit committee members surveyed the time required to 
carry out their duties has increased moderately (51 percent) or significantly 
(24 percent); and half said that, given the audit committee’s agenda time and 
expertise, their role is becoming “increasingly difficult.” More than one-third of 
boards have recently reallocated risk oversight duties among the full board and 
its committees (up from 25 percent last year) or may consider doing so in the 
near future.

New Zealand perspective
The results for New Zealand are similar to global. The biggest difference 
is nearly 50 per cent of New Zealand respondents have reallocated risk 
oversight. This is either to the full board, other established board committees 
or new committees.

We have seen boards taking responsibility for significant risks instead 
of delegating responsibility to a board committee. For example, many 
companies’ full boards are providing oversight of health and safety and 
other significant risks, or establishing a board committee to oversee a major 
project. In addition, some organisations have seconded specialists to these 
committees for major projects to ensure the right questions are being asked 
and risks appropiately managed.

5. CFO succession planning is still a major gap, and many 
audit committees want to dive deeper into finance issues

Global perspective
Assessments of CFO performance and interactions with the audit committee 
are generally viewed as effective; yet more than 40 percent of audit committee 
members say the committee is “not effective” in CFO succession planning 
(clearly a pressing issue given the rate of CFO turnover). Many audit committees 
would like to hear about various aspects of the finance organisation’s work – 
financial risk management, capital allocation, tax, debt – in greater depth.

New Zealand perspective
We believe the CFO succession is not a significant issue as, at many audit 
committee meetings, members of the Finance Team are present. However, 
audit committees should maintain a sharp focus on leadership and talent 
and ensure there is a formal CFO succession plan while continuing to gain 
visibility into the level below the CFO.

What is more important for audit committees is more insight into financial 
risk management, credit decisions and compliance risk management and tax 
risk management.
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6. Views on audit reforms are mixed; and while confidence 
in audit quality continues to be strong, there’s still room for 
auditors to offer more insight.

Global perspective
Across the globe, audit committee views on whether the EU’s audit reforms 
(including mandatory rotation) will improve audit quality vary widely, with the 
greatest scepticism in the United States (only eight percent view such reforms 
positively). The greatest areas for external auditors to improve their performance: 
offering insights and benchmarking on industry-specific issues; helping the audit 
committee stay up to speed; and sharing views on the quality of the financial 
management team. On internal audit, audit committees are still looking for 
greater value.

New Zealand perspective
New Zealand does not expect audit reform legislation to be enacted locally. 
However, the EU reforms will have some impact to all countries across the 
globe. This may come through the trickle-down effect of multinationals or 
boards wanting to put audits out to tender as their counterparts have done 
overseas. There is yet to be proof that the reform will improve quality, and 
there is a real concern that quality could reduce as a result of mandatory firm 
rotation. The drop in quality could come initially from new auditors needing to 
get up to speed, or over time as bidding wars occur to win tenders.

New Zealand auditors share the opportunity to offer more insights to audit 
committees. Auditors and audit committees are encouraged to seek feedback 
from one another on how they rate the quality of the audit/audit committee, 
and what each are looking for.

7. A deeper understanding of the business, greater 
diversity of thinking, more open dialogue, and IT expertise 
would most improve the audit committee’s effectiveness.

Global perspective
Audit committees say they would be more effective in their role by having a better 
understanding of the company’s strategy and risks; more “white space” time 
on the agenda for open dialogue; greater diversity of thinking, perspectives, and 
experiences; and technology expertise on the committee. In terms of assessing 
their effectiveness, “facilitated, open committee discussion” is thought to 
be more effective than survey questionnaires and third-party interviews of 
committee members.

New Zealand perspective
While audit committees spend time understanding their strategies, more 
time could be spent on their particular risk appetite through to what risks 
could critically undermine the organisation.

Another key challenge facing audit committees, is the lack of IT knowledge 
and experience. While members come with a variety of experiences and 
backgrounds, rarely do audit committees include members with an IT 
background. As a result, critical IT risks are often not clearly understood, or 
are given insufficient focus. With IT playing a critical role in all businesses, this 
has the potential of having a devastating result. Therefore, it is important for 
audit committees to use all resources at their disposal to manage this risk.

KPMG’s New Zealand Audit Committee Institute 
March 2015
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