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Michael San Diego was only half-joking when he said that he was 
“one of the most hated persons in the organization” in a former life 
as a construction company CFO. It’s a story that’s familiar to finance 
professionals everywhere. “I normally say no to some suppliers, 
especially those that are not accredited,” he explained. “We want 
to avoid possible connivance or fraud that may be committed by our 
purchasing group.”

Now CFO of a solar power firm, San Diego was one of 15 finance 
professionals in a roundtable discussion organized by CFO Innovation 
in Manila in August, an event supported by governance, risk and 
compliance software maker ACL. The group was convened to talk 
about the issue of automated internal controls in an enterprise 
resource planning (ERP) system, which are meant, among other 
things, to help finance control fraud – but may also affect revenue 
generation and business agility.

How do you strike the right balance between automatic controls 
and ensuring the company is not hamstrung in taking advantage of 
opportunities in a fast-moving emerging market like the Philippines? 
The answers ranged from selective manual intervention on the 
revenue side (but not the payment side) to using more technology to 
flag potential fraud and inefficiencies in a way that does not impede 
business activities.

As free-wheeling discussions tend to do, the lunch meeting veered 
into other topics, including the related areas of data analytics and 
risk management. One intriguing idea was the suggestion that it 
may be possible to extend the same approach and solution adopted 
for internal controls to other processes, including the wider mission 
of ensuring sound governance, risk and compliance management 
enterprise-wide.

HARNESSING TECHNOLOGY
One of the discussants was Vancouver-based Alex Fung, Director, 
Analytics Adoption, at ACL. Asked how companies in Canada and 
the United States approach the issue of internal controls vs. agility, 
he observed that North American executives are more comfortable 
sacrificing a number of application controls in exchange for speeding 
up transactions, unlike in Asia. “This may reflect risk appetite 
between different cultures,” he said.    
  
It doesn’t mean they have bad controls, Fung clarified. They are just 
more willing to take a “rear-view mirror” approach, where transactions 
are completed while finance monitors the activity during or after the 
fact. “As long as they are proactive in doing that as frequently as 
possible, they are OK,” said Fung – even if it may be difficult to get 
the money back in cases of improper or fraudulent payments.

The approach of ACL’s North American clients is to use next-
generation technology to mitigate the risk. For example, ACL 
Essentials is a financial risk suite of analysis that continuously 
assesses SAP ERP processes 365/24/7. The pre-built process-ready 
tests are run off ACL’s platform and track 100% of transaction data 
with little human intervention. 

Business agility is preserved because the transactions move 
unimpeded. But compliance is also ensured because, while some 
automatic ERP controls may have been disabled, the ACL software 
is designed to flag transactions that would have been stopped if 
those controls were in operation. Meanwhile, finance is freed from 
the tedious work of constant manual intervention, and can focus on 
what really matters – business partnering, analytics, forecasting and 
strategy.

How do you strike the right balance between automatic 
controls and ensuring the company is not hamstrung in 
taking advantage of opportunities in a fast-moving emerging 
market like the Philippines?
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That’s at the financial transaction level. Technology can also be 
harnessed at the higher level of enterprise-wide risk management, 
taking in not only financial and accounting processes but also 
regulatory, cyber security, operations, bribery and corruption, and 
other areas, said Anthony Fernandez, ACL’s Director, GRC Consulting, 
Asia Pacific. This solution, known as ACL GRC, lets technology 
aggregate data and statuses for real-time decision-making and 
reporting.

MANUAL INTERVENTION
Technology is an attractive option for many of the participants. 
Currently, finance has to deal with complaints and requests for 
manual intervention from other parts of the business, particularly 
sales and procurement. When a transaction by a key customer 
breaches an ERP control on, say, credit limits, finance is often asked 
to make an exception. We have to sell to this customer, finance is 
told. Their business is important to the bottom line.

“So you have to do analysis, take all the data, analyze the 
receivables,” said one participant. “What’s happening? Why is the 
AR over the credit limit? And then you release the sale manually.” 
The situation becomes more complicated when the process is a 
mix of automatic controls and manual processing. Finance has to 
gather data for analysis from the ERP system, spreadsheets, paper 
documents and other places, and then do the analysis on Excel. 

Even if the controls are fully automated, people find ways to go 
around them, observed another CFO. “Human beings are clever,” 
she said. “No matter what ERP system you use, especially SAP, which 
is user-driven, people have targets that they want to reach no matter 
what. You have to be very careful.” From her point of view, this is 
where data analytics comes in. It can uncover unusual activities, 
suspicious patterns and other clues for further investigation.

Around the table, various participants recounted how their finance 
function deals with these situations. At Mariwasa Siam Ceramics, 
a manufacturer of floor and wall tiles, “we do not meddle with the 
system when it pertains to money going out,”said Vice President for 
Finance Emilie Maramag. “But on the revenue side, that is where 
we have to consider operations. You have to strike a balance.” 
Exceptions are made, but the controls are always reactivated after 
the manual intervention.

At real estate services firm Jones Lang LaSalle Philippines, finance 
makes sure to get the proper authorization. “Manual invoicing is a no-
no for us,” said Katrina Urbano, Head of Finance, Country Controller 
and Treasurer. “If there is a request for exceptional approval, it will 
have to be a very good business case, and it will be escalated not 
just to the country level but also the regional level.” But finance 
is open to user suggestions. The company has streamlined the 
approval process – one layer was taken out – to get invoices out the 
door faster.

The issue is the number of exceptions. One or two a month is probably 
manageable. Higher numbers raise questions about the additional 
burden on finance and the redeployment of attention and expertise 
away from other higher-value tasks. It could also worsen suspicions 
on both sides, with finance wondering whether people are cutting 
compliance corners in the quest for revenue, and the business side 
grumbling about unreasonable requirements and paperwork.

Above all, a high number of requests for manual intervention could 
be indicative of a culture of excessive risk-taking throughout the 
company. This is why ACL’s Fernandez suggests that organizations 
should look at a more holistic approach that takes into account the 
inter-connected issues of governance, risk and compliance across 

No matter what ERP system you use, especially SAP, 
which is user-driven, people have targets that they want 
to reach no matter what. You have to be very careful.
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the enterprise, not just a narrow focus on internal controls and 
financial transactions.     

ACTIONABLE INSIGHTS
As always, the best course of action depends on the company’s own 
unique circumstances and needs, including its appetite for risk, the 
degree of regulatory oversight it is subject to, and the resources 
finance is willing to allocate to ensure coverage on governance, risk 
and compliance issues. 

In summary, the insights from the roundtable discussion include the 
following:

Next-generation technology tools and software can help. If the 
company is comfortable with light-touch internal controls, it can 
consider a continuous tracking solution that monitors transactions 
in real time but does not impede operations. The service is 
subscription-based and typically runs off the public cloud, so the 
cost is open-ended opex (rather than capex).

Among other things, it also requires due diligence into the cloud 
provider’s ability to ensure cyber security, the service’s compatibility 
with the company’s ERP system, connectivity issues, acquisition of 
new technical skills and mind-set change in finance and other parts 
of the company.

Data analytics can become an invaluable capability for 
compliance and other purposes. ERP transactions data should 
be analyzed to find patterns of suspicious activity, policy violations, 
duplication errors, outdated access rights (e.g. employees that have 
left or reassigned still allowed to access the system), non-accredited 
suppliers, and other compliance issues. 

Equally important, data analytics can help finance identify areas of 
inefficiency and opportunities for bulk discounts, as well as supply 
inputs for pricing, marketing and sales strategies. When applied to 
data generated by the broader GRC tool, analytics can throw light 
on the cause-effect relationship among the various risks that the 
company faces, enabling fine-tuned decision-making on which risks 
to take on, transfer or discount, and at what levels.

A mix of automatic internal controls and manual processes may 
work for some companies. It depends on the size and complexity of 

Regardless of how sophisticated and affordable 
technology tools become, the people element remains 
crucial. 

the organization, its appetite for risk, and the assessment of internal 
and external auditors about the adequacy of internal controls 
operating under this hybrid system. However, the finance team will 
need to spend time on oversight, monitoring and data analytics, 
although a continuous tracking service such as the ACL solution can 
help.

It may be possible for a technology tool designed for one function 
to be put to work by another function. One participant noted that 
Internal Audit in her company has subscribed to one seat in ACL’s 
audit management solution. Can finance purchase another seat to 
address issues such as compliance and risk management? 
That can work, both Fung and Fernandez said, because the solution 
is data-driven, operates on a cloud platform, and covers issues 
relevant to both internal audit and finance. Another option is to use 
software applicable across functions. For example, ACL Analytics 
connects to any data source to run risk analytics. 

Regardless of how sophisticated and affordable technology 
tools become, the people element remains crucial. “It’s not just 
technology,” said Tristan Joseph Nubla, Senior Manager for Business 
Transformation at SEAOIL Philippines. “You also have to look at the 
competencies of your people.” The key is to find the right people at 
the transactional level, equip them with the right job description and 
KPIs, and then empower them to do the job.

It was a timely reminder of what, at the end of the day, really matters 
in internal controls and risk management – indeed in all facets of the 
business. It is people, primarily, working with the aid of processes 
and, increasingly these days, with technology.  
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