Audit Committee Brief
Understanding the
CFO and CIO dynamic

Over the past 10 years, technology has continued to gain importance and visibility at most
organizations. The ability to mine data and drive insight from a company’s numerous
systems has highlighted the importance of an effective relationship between the CFO and
CIO. The effectiveness of the working relationship between these executives should be
visible to the audit committee in its role of overseeing financial reporting and stability, as
well as how it oversees the risk management of the enterprise. The growing importance
of IT and the evolving role of the CFO create an interesting dynamic that audit committees
may need to monitor.
In many large companies, IT and finance represent the largest line items in general and
administration expenses—information technology being number one and finance
typically number two.1 Together, the two executives can easily oversee 2,000 to 4,000
people in large companies. Because the CFO is so influential in technology investments, it
is important that he or she work with the CIO in setting IT priorities and aligning the
technology with the business strategy. Audit committee oversight of these functions can
be a vital determinant in maintaining an appropriate balance between the two roles.
1 Deloitte Global Benchmarking Center, 2012.
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Questions for
Audit Committees to Consider
• Are the CFO and the CIO working
together to align technology with
business strategy?
• Is there good communication between
the CIO/IT function and the audit
committee?
• Does the audit committee possess
sufficient knowledge to understand IT
initiatives and the risks and benefits
they entail?
• Does the CIO periodically attend audit
committee meetings to discuss complex
IT issues and the associated risks?
• Does the CIO fundamentally
understand the information that is
needed from the perspective of
shareholders, the board, and
management?
• Are technology and software investments
meeting the company’s requirements and
producing the data it needs?
• Are the CFO and the board involved in
setting IT priorities to increase the
impact IT investments will have on
information access and improved
analytic capabilities?

Data changes everything
In the latest CFO Signals survey, only a little over half of the
CFOs said they have the information they need to manage
the business effectively, and about one-third expressed a
neutral opinion. In addition, about 40 percent of the CFOs
in the survey responded positively about their IT
department’s ability to provide information in ways that
enable insights and decisions (22 percent responded
negatively),2 and about one-third said the IT department
gets the right information to the right people at the right
times (27 percent responded negatively). Given the CFO’s
involvement in approving IT investments, helping set IT
priorities, and aligning strategy, audit committees should be
cognizant of the relationship between the two functions
and how that relationship can affect the ability to govern
appropriately.
Although the CFO may have a better understanding of the
information that is needed from the perspectives of
shareholders, the board, and day-to-day management, it is
important that CIOs have a similar grasp.
There is also a matter of data control. In many companies,
control over corporate data is unclear. Some companies view
CIOs as responsible for data management, and others see the
stewardship of data being the explicit domain of business
users (such as CFOs). Regardless of the perspective, the issues
of data ownership and control have increasingly become a
source of frustration for the finance function in its quest for
data to enhance decision making, and such issues should be a
consideration for audit committees.
Informed by meaningful information and analytics, CFOs can
make improved decisions on everything from the correct
level of capital spending to the proper balance of incentives.
Moreover, by aligning as an enterprise around how decisions
are made, the techniques employed, the analytical engines
created, and the information delivery tools used, both CFOs
and CIOs can radically increase their impact on the
organization. With the importance of information access and
business analytics on the rise, audit committees should be
aware of the need for stronger collaboration.

2 CFO Signals survey, U.S. CFO Program, Deloitte LLP, Third Quarter 2012.
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Anti-Fraud Collaboration Website
Four accounting, auditing, and financial
organizations have teamed to launch a
new website with tools to help deter and
detect financial reporting fraud.
The Center for Audit Quality, Financial
Executives International, the Institute of
Internal Auditors, and the National
Association of Corporate Directors have
joined as the Anti-Fraud Collaboration.
This group has launched www.
AntiFraudCollaboration.org to provide
resources to help audit committees,
financial executives, internal auditors,
and independent auditors deter and
detect financial reporting
fraud. The site provides
visitors with access to
resources targeted to the
roles of audit committee
members, financial
management, and
internal and
independent auditors.

New Foreign Corrupt Practices Act
Resource Guide: 10 Things for Legal
and Compliance Officers to Consider
Deloitte FCPA specialists, with insights
from legal and compliance guest
commentators, published an article
identifying 10 key takeaways from the
new FCPA Guide issued by the U.S.
Department of Justice and the SEC. This
article provides recommendations and
insight into how legal and compliance
officers can obtain executive support and
drive continued
enhancement of
their FCPA/anticorruption
compliance
programs.
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Toward a better union
Merely having data does not mean you have requested or
received the right data. CFOs and CIOs need to understand
the specific decisions facing the business and the audit
committee, how internal and external information can be
used to help inform those decisions, and techniques to
provide information easily and effectively. To achieve that
understanding may require the following:
• Business alignment. In many companies, there is
alignment on the shared mission and objectives at the
macro level, but this alignment becomes more difficult in
smaller units. Analytics can be a galvanizing force to
achieve common objectives and balance incentives.
• Shared language. To a certain extent, analytics can help
define a common lexicon across an organization. For
example, accounting for salaries and benefits for a global
organization should embed different country laws into its
systems, allowing global analytics to be based on common
business definitions, not just common data definitions.
When the organization speaks the same language, CFOs
and CIOs can be more effective in guiding decision making
by getting the right information to the people who need it,
including the audit committee.
• Rotation. One solution for bringing the relationship
between the CFO and the CIO closer is to borrow from the
finance playbook: make IT executives do business rotations
and vice versa. For example, companies could collapse
accounting into shared services, and recommend talent
development tools that include rotations. In this case, the
business analysts of the future will be those functional
executives who gain experience by rotating through IT and
finance.
Meet in the middle
In this data-driven age, CIOs and CFOs need to work closely
with each other and the audit committee to oversee the
company’s processes for identifying and addressing financial
reporting risks, which may include technology and cyber
risks. CIOs need to communicate the information available
and the way that information can be portrayed; CFOs should
identify the kinds of information needed and how they want
it delivered. The audit committee should be aware of these
challenges and engage in regular communication with
management to confirm that appropriate measures are
being taken to support the company’s underlying financial
position and governance responsibilities, contain costs,
maintain operational efficiency, and assess risks.
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Additional resources
CFO Insights
Data-Driven:
The New CFO/CIO Dynamic

Visit the Center for Corporate Governance
at www.corpgov.deloitte.com for the
latest information for boards of directors
and their committees.

The CFO/CIO relationship is complex, to say the least. In
many large companies, the two departments represent
the largest line items in selling, general, and administration
expenses (SG&A) — information technology (IT) being
number one and finance typically number two.1 Together,
the two executives can easily oversee 2,000 to 4,000
people in large companies. And given the nature of
their respective charges — finance’s to reduce risk
without overspending; IT’s to increase benefits from the
organization’s technology assets — they have sometimes
been at odds.

There is a third reason, of course: the ubiquitous use
of technology. Employees expect the technology they
leverage in their jobs to be as easy to access and use as
the technology in their personal lives — a tall order at
many companies given budget constraints, data quality,
and security concerns. In this issue of CFO Insights, we
look at the new dynamics in the CFO/CIO relationship,
explain why the focus on data may lead to improved
decision-making throughout the organization, and
outline questions CFOs should ask their CIOs to get the
information they need.

That relationship, however, is undergoing massive
change. In some cases, more CIOs are reporting to CFOs.
According to the 2012 Gartner Executive Programs CIO
Agenda survey, in fact, more than 20% of respondents
worldwide said that they report to the CFO,2 and a full
45% of large-company North American CFOs in our
CFO Signals survey said that IT is a direct report (25%
have a dotted-line relationship).3 The other reason is the
ever-increasing focus on data — and the need to make
decisions based on data to drive value (see “Making
decisions that matter,” Deloitte CFO Insights, October).4

Data changes everything
Many organizations have experienced friction between
CFOs and CIOs. Much of it stems from these two
executive roles having different backgrounds and not
completely understanding the challenges and complexities
of each other’s world. When projects experience
difficulties, for example, return on investment is affected
and frustrations rise. This often causes CFOs and CIOs to
“grow apart.” On the other hand, there have been times
where CFOs and CIOs have had to forge a better union —
think Y2K — and they have done so effectively.

Deloitte’s CFO Insights: Data Driven:
The New CFO/CIO Dynamic

With the importance of information access and business
analytics on the rise, the potential for friction and the
need for a stronger union are colliding. Part of the issue
is the perception CFOs have toward the information they
currently receive. In the latest CFO Signals survey, only a
little over half of the CFOs said they have the information
they need to effectively manage the business, and about
one-third expressed a neutral opinion. In addition, about
40% of CFOs from the survey were positive about IT’s
enabling of insight and decisions (22% were negative) and
about one-third said they get the right information to the
right people at the right times (27% were negative).5
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Audit Committee Brief
The Promise and Perils
of Information Technology

The sophistication of information technology (IT) at all levels of organizations has rapidly increased in recent years.
Gone are the days when IT was simply a basic support function that automated business activities. IT now plays
many fundamental and highly beneficial roles in businesses, including:
• Improving access to and analysis of information
• Facilitating and strengthening communications both within the company and with customers
• Storing and organizing numerous streams of sensitive data
• Securing communications and other proprietary information to prevent identity and intellectual property theft,
network interruptions, and other intrusions.

Deloitte’s Audit Committee Brief:
The Promise and Perils of Information Technology

Such capabilities are vital to maintaining business competitiveness, but at the same time, the expanding IT landscape
poses a risk of malicious activities. Attacks on IT infrastructure are no longer isolated occurrences. A study by the
Ponemon Institute revealed that among 50 companies studied in 2011, there was on average more than one successful
cyber attack per company per week, an increase of 44 percent from 20101.
Given the increasing complexity and pervasiveness of technology and the common assignment of the audit committee
to couple risk and IT oversight with financial reporting oversight, IT literacy is an essential competency for the audit
committee. This knowledge is often gained through the expertise of a committee member or through external
specialists as needed.
1 “Second Annual Cost of Cyber Crime Study: Benchmark Study of U.S. Companies,” Ponemon Institute, August 2011, p. 1. Available online at
http://www.arcsight.com/collateral/whitepapers/2011_Cost_of_Cyber_Crime_Study_August.pdf.
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Audit Committee Brief
Top Issues for
Audit Committees
in 2013

The audit committee’s primary role is the oversight of the financial reporting process, although the scope of this role
varies depending on the organization. One aspect that is constant is the audit committee’s need to respond to fastcharged environments with continuous uncertainty and change, whether in dealing with the regulatory arena, riskrelated responsibilities, or uncertainty in the financial reporting process. This Audit Committee Brief addresses key issues
that are expected to affect audit committee agendas in 2013.
The importance of the audit committee in maintaining appropriate governance was mentioned often in governance
forums and PCAOB roundtables in 2012. PCAOB Chairman James Doty stated, “Investors rely on auditors and audit
committees, as intermediary agents, to attend to [financial reporting] risk. The audit committee directly oversees
management’s reporting of the company’s financial position and results to investors. Auditors validate. Naturally, both
agents should support each other’s work with an open dialogue about how to protect investors from misleading or
inadequate management reports.”

Deloitte’s Audit Committee Brief:
Top Issues for Audit Committees in 2013

Discussion of mandatory audit firm rotation and tendering of independent audits continues. One common view is
that it is essential for the audit committee, as a representative of investors’ interests, to challenge management and
the independent auditors when needed. This is a critical role in the governance of our financial system.

Copyright © 2012 Deloitte Development LLC. All rights reserved.

Audit Committee Brief November/December 2012 | 1

Deloitte’s CFO Insights

Now you can instantly access the Audit Committee Brief through a
free, easy-to-use tablet app. Deloitte’s new Audit Committee
Resources application is available in the iTunes App Store. New issues
of the brief are made available for download each month and feature
useful multimedia content not available in the print version. The
application also includes an interactive edition of the popular Audit
Committee Resource Guide.
Click here or visit the App Store and search for “Deloitte Audit
Committee Resources” to download the application.
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