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Annual Audit Cycle

Technology is
enhancing quality
across the entire

audit cycle

Risk

Assessment

Process
Walkthrough
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Risk Assessment

Old world risk assessment Tech Enabled - Dynamic Risk Assessment
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rocess walkthrougn - old style

Old world — manual process walkthroughs
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Process Walkthrough - Technology Enabled

Technology enabled — automated transaction flows
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Audit Fieldwork - Transactions testing

Technology Enabled

Old world

SAMPLE TESTS 100% AUTOMATED AUDIT TESTS
« Sales three-way matching
\ »  Purchases three-way matching
, * Revenue to cash receipt matching

* Revenue cut-off testing

« Sales/Purchases Process
20101001001010001 segregation of duties testing

1
1010100190010 10701010 -
oot Purchase & sales approval/credit
1

0010 TUA0ROBAC 00 limits testing

AL » Fixed Asset sub ledger testing
Y10100100107001010

* Inventory sub ledger testing
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Audit Fieldwork - Judgements

Asset Impairment - Assessing discounted cash flows

Technology Enabled

. Sensm\nty table using Spreadsheets ° Algorlthms providing unlimited scenarios anaIySiS
« Limited insight & challenge * Probability assessed predictions for valuation scenarios
« Manual « Higher quality of insight, debate & challenge

Old world
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Audit

—ield Work - Judgements

Commercial mortgage loan assessment

Old world

Detailed sample based testing
Manual reviews of (limited) documentation
Contingent upon auditor knowledge

Payments ~redi

KkPMG!

Annual

History Report

Backgrouna

Review

Technology Enabled

« Artificial intelligence driven assessment
« 100% population
« Uses multiple information sources

Ingest facts

from credit file and

Understand
facts

Assign weights
to facts

Translate

intoaloan >

Auditor reviews
potential exceptions

other sources

rating

@ Loan amount $1m o1 . . WEumlng scale KPMG EIF'IFI client I{P!I.HG C"F‘.‘I’It
yment History: VWeak scales aligned  (Loan#  rating rafing
@ PUIHUEE: re-finance PSOR: Strang 100 AAA 1 B B
@, Collateral: A properties | o5zt ral: strong 90 AA [2 C B |
Appraised value: 5100M Guarantor: V/eak 20 A 3 AAA AAA
@[

Document Classification: KPMG Confidential



Completion

Technology enabled reporting and interactive visualisation

» Client interactive KPMG Clara platform
» Client interactive dashboards of analytics
« KPMG Clara operates for the entire audit cycle
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Challenges & the future

Client

challenges

Cost
profile
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Challenges & the future
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—urther references

Video based references

e Audit of 2023 video:
https://home.kpmg.com/uk/en/home/insights/2017/10/kpmg-clara-dynamic-audit-technology.html

e KPMG Clara video — a platform based audit:
https://home.kpmg.com/uk/en/home/insights/2017/06/kpmgclara-video.html

Reading:

e Audit’s new focus: https://home.kpmg.com/uk/en/home/insights/2016/09/audits-new-focus.html

e Technology will improve audit quality but not eliminate all the risks:

https://home.kpmg.com/uk/en/home/insights/2016/09/da-wont-eliminate-the-risks-that-cause-audit-
failure.html

e D&A allows a greater focus on risk & strategy:

https://home.kpmg.com/uk/en/home/insights/2016/09/da-allows-greater-focus-on-risk-and-strategy.html
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