-

-~ \ July 24, 2025
~

|

R






before we begin

elliott davis

Event Disclaimer

This material is being used by Elliott Davis during an oral presentation; it is not a complete record of the
discussion. This presentation is for informational purposes and does not contain or convey specific advice. It
should not be used or relied upon in regard to any particular situation or circumstances without first consulting
the appropriate advisor. No part of the presentation may be circulated, quoted, or reproduced for distribution
without prior written approval from Elliott Davis.




guestions:

Submit questions via the Q&A box
Questions will be addressed at the end, or via email
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Mute Start Video Participants

Respond to all 4 polling
Stay on for the questions Complete and submit

duration of the For technical difficulties with the survey following

webinar polling, please notify us via the the webinar
Q&A box in Zoom

elliott davis




today’s speakers

Host Presenters

Lauren Nilan Lori Axon Bob Balzano
Principal Senior Manager Senior Manager

Financial Services Group Financial Services Group Financial Services Group
Elliott Davis Elliott Davis Elliott Davis
lauren.nilan@elliottdavis.com lori.axon@elliottdavis.com bob.balzano@elliottdavis.com

elliott davis



Learning Objectives

Recognize the variability in control environments and understand why a one-size-fits-all approach may
1 not be effective across different organizations

|dentify organizational factors that contribute to inefficiencies or complexity within the internal control
2 environment

Apply practical strategies to streamline internal controls, enhance efficiency, and reduce
3 unnecessary complexity - while maintaining robust risk mitigation and compliance with financial
reporting requirements



Variability in Control Environments

No two control environments are exactly alike. Control environments can vary in number, strength, and
complexity of controls.

number of
controls
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level of
automation
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Factors that Influence Complexity and Variability

can be appealing and appears

to reduce the complexity of the task,
the one-size-fits-all approach to
controls and organizational change

often fails due to the inherent

» small, medium, or large corporations

CompleXity and UniqueneSS Of eaCh Size & structure E:r?t"rgI(i)zre%ric\al?:jeecentralized
Organization. - flat or vertical management

* manual or automated processes
use of basic or advanced tools

tec h no I Ogy matu rlty integrated enterprise systems

« use of emerging technologies
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One Size Does Not Fit All

Control frameworks provide a great starting point for designing your control environment, incorporating industry best
practices, and achieving regulatory compliance. However, even a well-designed control framework should not be treated as

a one-stop shop solution for your control environment.

Pitfalls of Framework Fever

: lack of complexity and inadequate training and
over-reliance .
customization cost awareness
_—

! Tox

compliance over static poor integration with
performance implementation business processes

w
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Finding the "Goldilocks Zone"

The right controls for your organization are those controls that are tailored to fit your organizational risks and needs. What
is over-controlled for one organization could be under-controlled for another. A thorough risk assessment will help identify
areas in the organization that are under or over-controlled.

_—

Insufficient, poorly designed, or
ineffective controls, leads to unmitigated
risks and increased likelihood of
compliance failures

"Goldilocks Zone"

Controls are rightly aligned
to the risk universe, risk ——
appetite, and compliance
requirements of the
organization -

Too many or
overly complex
controls, leads to
Over-controlled high cost of
compliance and
operational
inefficiencies
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Control (in)Efficiency Factors

poorly defined roles and responsibilities
excessive layers of management

siloed departments

legacy systems and manual processes
inadequate training

rapid growth or change
over-engineered controls

weak tone at the top

YV V V V VYV V V V V

inconsistent policies and procedures

well defined roles and responsibilities
streamlined approvals and decision making
collaboration and communication
optimized system automated controls
Inefficiency adequate training and redundancy
strategic growth and change
optimized controls

strong tone at the top

V V V V V V V V V

consistent updated policies and procedures
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Practical Strategies to Streamline Controls

Adopt a Risk-Based Approach

+ Focus on the most critical risks to financial reporting and operations rather than applying controls uniformly across all processes. This
helps reduce unnecessary controls and complexity.

+ Use risk assessments to identify high-risk areas.

* Prioritize controls that address the risk of material misstatement or fraud risk.

+ Many organizations have redundant or outdated controls.

+ Streamlining involves:
+ Eliminating duplicate controls across departments.
+ Consolidating similar controls into fewer, more effective ones.
+ Using control matrices to map and evaluate control coverage.

Automate Where Possible

+ Automation reduces manual errors, increases consistency, and frees up resources.
+ Implement automated workflows for approvals, reconciliations, and reporting.
+ Use data analytics to monitor transactions and flag anomalies in real time.

+ Modern ERP and GRC (Governance, Risk, and Compliance) systems can centralize and streamline control activities.

* Integrate controls into existing systems (e.g., SAP, Oracle).
+ Use dashboards for real-time visibility into control performance.
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Practical Strategies to Streamline Controls

Enhance Control Precision

* Design controls that are specific and targeted rather than broad and generic.

 For example, instead of reviewing all transactions, use threshold-based reviews or exception reporting.

« Clear documentation and defined ownership improve accountability and reduce confusion.
* Assign control owners and provide training.
* Maintain up-to-date process documentation and flowcharts.

Periodically Reassess and Optimize

* Internal controls should evolve with the business.
+ Conduct regular reviews to assess control effectiveness and relevance.
+ Use feedback loops from audits and control testing to refine processes.

« Empower employees to understand and support internal controls.
* Provide ongoing training and communication.
« Encourage a speak-up culture to report control gaps or inefficiencies.
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Emerging Technology

Emerging technology has garnered much attention over the last few years and has made its way into organizations of all
sizes and industries. The question is no longer "Will Al impact my business?" but "How will Al impact my business?”. To
adequately assess the risks and develop effective controls, organizations should proactively seek to understand what and
how emerging technology is being used across all parts of the business.

Types of Emerging Technology What emerging tech is being used (approved
and unapproved)?

Artificial Intelligence (Al How is emerging tech being used (approved

Machine Learning (ML) and unapproved)?
Robotic Process Automation (RPA)

Internet of Things (IoT)

Do the users of emerging tech understand how
to effectively and safely use the technology?

Cloud Computing

Blockchain _ .
Is there effective governance in place over

emerging tech?
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Conclusion

elliott davis

Risk-based

thinking

Collaboration is
key

Continuous
improvement
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replay link:

A replay link will be emailed to you in the coming weeks.
A copy of the slides presented today will also be made
available at that time.

feedback welcomed:

We welcome and appreciate your feedback
with the goal of always getting better.

Please visit elliottdavis.com/insights to view upcoming
webinars, events, and additional insights.
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upcoming events

BSA and Regulatory Compliance
Roundtable

Thursday | August 14, 2025 | 2:00pm EST

FSG Quarterly Accounting and
Financial Reporting Update

Thursday | September 25, 2025 | 2:00pm EST

Register at: https://www.elliottdavis.com/events
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thank you

“Elliott Davis" is the brand name under which Elliott Davis, LLC or PLLC and Elliott Davis Advisory, LLC and its subsidiary entities provide professional services. Elliott Davis, LLC or PLLC and Elliott Davis
Advisory, LLC (and its subsidiary entities) practice as an alternative practice structure in accordance with the AICPA Code of Professional Conduct and applicable law, regulations and professional
standards. Elliott Davis, LLC or PLLC is a licensed independent CPA firm that provides attest services to its customers. Elliott Davis Advisory, LLC and its subsidiary entities provide tax and business
consulting services to their customers. Elliott Davis Advisory, LLC and its subsidiary entities are not licensed CPA firms. The entities falling under the Elliott Davis brand are each individual firms that are
separate legal and independently owned entities and are not responsible or liable for the services and/or products provided by any other entity providing services and/or products under the Elliott Davis
brand. Our use of the terms “our firm” and “we” and “us” and terms of similar import, denote the alternative practice structure conducted by Elliott Davis, LLC or PLLC and Elliott Davis Advisory, LLC.
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