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Audit	planning	is	a	major	part	of	audit	work	for	both	internal	and	external	audits.	Good	audit	planning	will	help	the	auditor	to	minimize	its	risks,	improve	audit	efficiency,	and	meet	its	objective	at	the	minimum	effort.Auditors	are	required	to	prepare	a	proper	audit	plan	to	ensure	that	all	audit	risks	are	identified	and	correct	audit	strategies	are
deployed	to	detect	all	concerning	risk	areas.It	is	essential	for	the	auditor	to	prepare	a	good	strategic	audit	plan.	If	the	plan	is	well	prepared,	all	kind	of	audit	risks	is	identified	and	detected.This	will	help	the	auditor	to	minimize	the	audit	risks	of	issuing	an	incorrect	opinion	to	financial	statements.In	this	article,	we	will	discuss	what	should	auditors	do
during	their	audit	planning	stages	and	the	significant	tips	for	doing	the	correct	audit	plan.We	divide	the	audit	plan	into	two	main	important	parts	according	to	the	international	standard	on	auditing:	Pre-audit	activities	and	Audit	Activities.In	case	you	want	to	discover	more,	ISA	300	is	the	standard	for	the	planning	of	audit	engagement	for	your
reference.	Okay,	now	let’s	start	with	audit	pre-activities.Pre-audit	activities	are	also	the	importance	of	audit	plan	and	in	this	stage,	as	required	by	the	standard,	the	auditor	should:Perform	client	due	diligence	to	make	sure	that	the	auditor	fully	understands	the	client’s	nature	of	the	business,	sources	of	funds,	and	its	major	activities.	This	is	to	avoid
engaging	with	the	client	that	involved	illegal	activities	or	money	laundering.Perform	an	understanding	of	client	and	firm	to	ensure	that	there	is	a	major	conflict	of	interest	and	independence	that	could	affect	audit	works.	Maintaining	audit	independence	is	very	important	to	ensure	the	quality	of	audit	opinion.Consider	client	integrity	before	accepting
the	audit	engagements.Understand	the	term	and	conditions	of	audit	engagement	before	accepting	to	avoid	any	conflict.At	this	stage,	the	auditor	requires	to	establish	an	overall	audit	strategy	that	sets	the	scope,	timing,	and	audit	direction	and	guides	the	development	of	the	audit	plan.Related	article		Strategic	Roles	of	Internal	Audit	-	What	Are	They?
This	is	to	ensure	that	the	audit	plan	reflects	the	scope,	and	nature	of	engagement.	Here	is	the	list	of	things	that	auditors	should	do	during	the	audit	plan.The	auditor	should	identify	the	characteristics	of	the	engagement	that	define	its	scope.For	example,	Audit	the	client’s	financial	statements	or	review	the	client’s	financial	statements	for	a	specific
period.	This	is	very	important.Most	audit	firms	document	this	in	the	audit	engagement	letter.	If	the	audit	fails	to	identify	this	in	the	audit	plan,	the	audit	report	that	the	auditor	releases	might	not	the	one	that	the	client	needs.Also,	the	different	types	of	audit	engagement	might	have	a	different	levels	of	assurance.For	example,	reasonable	assurance
required	the	auditor	to	perform	their	testing	detail	and	much	more	detail	than	the	review	or	compile	financial	statements.A	review	engagement	is	a	limited	assurance	and	that	means	less	assurance	is	provided.The	reasonable	assurance	engagement	might	be	for	the	purpose	of	the	statutory	requirement	or	shareholder	requirement.	Yet,	the	review
engagement	is	probably	for	the	purpose	of	bank	requests.The	audit	report	is	very	important	and	the	auditor	should	identify	the	objective	of	using	audit	reports	and	the	time	required.For	example,	what	is	the	report	using?	And	probably	who	going	to	receive,	and	access	the	audit	report.	This	point	should	also	document	in	the	engagement	letter.This	is
also	related	to	the	point	above.	Let’s	say,	the	company	is	required	by	law	to	have	financial	statements	audited	by	a	CPA	firm	annually.	This	engagement	is	called	reasonable	assurance	engagement.The	timeline	of	the	report	is	also	an	important	part	of	the	audit	plan.	If	the	time	is	not	sufficient,	auditors	should	assess	the	impact	of	audit	quality	as	a
result	of	this.In	this	planning	stage,	the	auditor	should	assess	if	the	timeline	is	sufficient	enough	for	them	to	perform	their	work	as	well	as	manage	their	resources.Negotiating	with	the	client	to	have	enough	time	for	auditing	is	the	best	option;	however,	if	the	client	does	not	agree	then	the	auditor	should	consider	whether	the	allowable	timeline	really
adversely	affects	the	quality	of	the	report.In	case,	the	quality	of	the	audit	is	impaired	to	the	level	that	could	not	accept,	then	the	auditor	should	consider	withdrawing	from	the	engagement.Consider	if	there	are	any	factors	that	could	affect	the	audit	team	member’s	professional	judgment	and	subsequently	the	quality	of	the	audit	report.For	example,
there	is	a	conflict	of	interest	between	team	members	and	clients.	Team	member	uses	to	be	staff	in	Finance	Departments	or	clients	is	the	prospective	employer	of	some	of	the	members.Normally,	auditors	request	team	members	to	sign	on	the	Independence	Confirmation	Form	or	Conflict	of	Interest	Form.And	if	there	is	a	conflict	of	interest,	an
assessment	should	perform	to	identify	how	seriously	it	is	and	the	assessment	should	document	and	keep	properly.In	case,	the	result	of	the	assessment	found	the	conflict	of	interest	is	high,	for	example,	if	the	team	leader	of	the	audit	team	is	the	manager	of	the	finance	team,	then	he	should	not	allow	leading	the	team.And	all	of	his	works	related	to	this
engagement	should	review	again	by	other	independent	managers.The	success	of	audit	engagement	and	the	good	quality	of	audit	reports	depend	significantly	on	the	audit	resources.	These	include	the	number	of	audit	team	members,	qualifications,	and	experiences.There	is	a	number	of	questions	to	be	asked	when	assessing	audit	resources
requirement,	for	example:How	many	audit	team	members	are	required	for	the	engagement?Does	the	team	member	have	experience	in	auditing	such	an	industry?When	will	the	audit	work	start	and	when	will	the	report	require?Where	is	the	client’s	office	location?	And	do	we	need	to	have	a	lot	of	traveling?Related	article		Key	Roles	of	an	Audit
Associate	(Explanation	and	Guidance)There	are	many	other	questions	to	be	asked	depending	on	the	characteristic	of	audit	engagements.The	audit	should	also	ensure	that	team	members	understand	the	nature	of	engagement	or	audit.	This	is	probably	done	by	having	a	team	meeting.If	audit	resources	are	not	sufficient	to	conduct	audit	engagements,
then	the	auditor	should	negotiate	with	the	client	to	extend	the	timeline	so	that	resources	could	properly	manage,	or	withdraw	from	the	engagement.Risk	assessment	is	also	one	of	the	most	important	parts	of	the	audit	plan	and	it	is	also	the	requirement	of	the	International	Standard	of	Auditing.The	auditor	should	perform	risk	assessments	by	reviewing
from	control	environments	which	is	the	big	picture	of	the	control	activities	of	each	key	process	and	procedure.Control	over	financial	reporting	is	the	key	area	to	be	reviewed	and	validated.	If	the	control	is	not	strong	enough,	the	audit	approach	might	be	changed.The	auditor	should	not	rely	on	the	control	and	they	should	consider	reviewing	the
transaction	and	event	in	detail.	In	such	a	case,	auditors	should	consider	using	a	substantive	approach	to	audit	financial	statements.Fraud	assessment	is	also	an	important	part	of	this	planning	and	auditors	should	assess	the	risks	of	material	misstatement	not	only	because	of	error	but	also	fraud.Fraud	detection	is	not	the	auditor’s	primary	responsibility
but	assessing	the	risks	of	fraud	is	part	of	the	auditing	requirement.A	risk	assessment	procedure	could	be	adopted	from	the	COSO	framework	or	other	frameworks	as	necessary.Audit	planning	is	a	critical	part	of	audit	work	and	performing	the	correct	audit	plan	could	be	the	factor	that	leads	to	the	success	of	audit	engagement.	The	key	areas	to	be
included	in	the	plan	are:Conducts	proper	risks	assessments	including	risks	of	error	and	fraudProperly	assess	the	resources	requirementProperly	identified	the	engagement	characteristicCorrectly	identified	report	requirement	and	timelineProperly	assess	the	conflict	of	interestWritten	by	Sinra	Audit	planning	is	a	major	part	of	audit	work	for	both
internal	and	external	audits.	Good	audit	planning	will	help	the	auditor	to	minimize	its	risks,	improve	audit	efficiency,	and	meet	its	objective	at	the	minimum	effort.Auditors	are	required	to	prepare	a	proper	audit	plan	to	ensure	that	all	audit	risks	are	identified	and	correct	audit	strategies	are	deployed	to	detect	all	concerning	risk	areas.It	is	essential	for
the	auditor	to	prepare	a	good	strategic	audit	plan.	If	the	plan	is	well	prepared,	all	kind	of	audit	risks	is	identified	and	detected.This	will	help	the	auditor	to	minimize	the	audit	risks	of	issuing	an	incorrect	opinion	to	financial	statements.In	this	article,	we	will	discuss	what	should	auditors	do	during	their	audit	planning	stages	and	the	significant	tips	for
doing	the	correct	audit	plan.We	divide	the	audit	plan	into	two	main	important	parts	according	to	the	international	standard	on	auditing:	Pre-audit	activities	and	Audit	Activities.In	case	you	want	to	discover	more,	ISA	300	is	the	standard	for	the	planning	of	audit	engagement	for	your	reference.	Okay,	now	let’s	start	with	audit	pre-activities.Pre-audit
activities	are	also	the	importance	of	audit	plan	and	in	this	stage,	as	required	by	the	standard,	the	auditor	should:Perform	client	due	diligence	to	make	sure	that	the	auditor	fully	understands	the	client’s	nature	of	the	business,	sources	of	funds,	and	its	major	activities.	This	is	to	avoid	engaging	with	the	client	that	involved	illegal	activities	or	money
laundering.Perform	an	understanding	of	client	and	firm	to	ensure	that	there	is	a	major	conflict	of	interest	and	independence	that	could	affect	audit	works.	Maintaining	audit	independence	is	very	important	to	ensure	the	quality	of	audit	opinion.Consider	client	integrity	before	accepting	the	audit	engagements.Understand	the	term	and	conditions	of
audit	engagement	before	accepting	to	avoid	any	conflict.At	this	stage,	the	auditor	requires	to	establish	an	overall	audit	strategy	that	sets	the	scope,	timing,	and	audit	direction	and	guides	the	development	of	the	audit	plan.This	is	to	ensure	that	the	audit	plan	reflects	the	scope,	and	nature	of	engagement.	Here	is	the	list	of	things	that	auditors	should	do
during	the	audit	plan.The	auditor	should	identify	the	characteristics	of	the	engagement	that	define	its	scope.For	example,	Audit	the	client’s	financial	statements	or	review	the	client’s	financial	statements	for	a	specific	period.	This	is	very	important.Most	audit	firms	document	this	in	the	audit	engagement	letter.	If	the	audit	fails	to	identify	this	in	the
audit	plan,	the	audit	report	that	the	auditor	releases	might	not	the	one	that	the	client	needs.Also,	the	different	types	of	audit	engagement	might	have	a	different	levels	of	assurance.For	example,	reasonable	assurance	required	the	auditor	to	perform	their	testing	detail	and	much	more	detail	than	the	review	or	compile	financial	statements.A	review
engagement	is	a	limited	assurance	and	that	means	less	assurance	is	provided.The	reasonable	assurance	engagement	might	be	for	the	purpose	of	the	statutory	requirement	or	shareholder	requirement.	Yet,	the	review	engagement	is	probably	for	the	purpose	of	bank	requests.The	audit	report	is	very	important	and	the	auditor	should	identify	the
objective	of	using	audit	reports	and	the	time	required.For	example,	what	is	the	report	using?	And	probably	who	going	to	receive,	and	access	the	audit	report.	This	point	should	also	document	in	the	engagement	letter.This	is	also	related	to	the	point	above.	Let’s	say,	the	company	is	required	by	law	to	have	financial	statements	audited	by	a	CPA	firm
annually.	This	engagement	is	called	reasonable	assurance	engagement.The	timeline	of	the	report	is	also	an	important	part	of	the	audit	plan.	If	the	time	is	not	sufficient,	auditors	should	assess	the	impact	of	audit	quality	as	a	result	of	this.In	this	planning	stage,	the	auditor	should	assess	if	the	timeline	is	sufficient	enough	for	them	to	perform	their	work
as	well	as	manage	their	resources.Related	article		4	Importance	of	Audit	Report	You	Might	Not	KnowNegotiating	with	the	client	to	have	enough	time	for	auditing	is	the	best	option;	however,	if	the	client	does	not	agree	then	the	auditor	should	consider	whether	the	allowable	timeline	really	adversely	affects	the	quality	of	the	report.In	case,	the	quality	of
the	audit	is	impaired	to	the	level	that	could	not	accept,	then	the	auditor	should	consider	withdrawing	from	the	engagement.Consider	if	there	are	any	factors	that	could	affect	the	audit	team	member’s	professional	judgment	and	subsequently	the	quality	of	the	audit	report.For	example,	there	is	a	conflict	of	interest	between	team	members	and	clients.
Team	member	uses	to	be	staff	in	Finance	Departments	or	clients	is	the	prospective	employer	of	some	of	the	members.Normally,	auditors	request	team	members	to	sign	on	the	Independence	Confirmation	Form	or	Conflict	of	Interest	Form.And	if	there	is	a	conflict	of	interest,	an	assessment	should	perform	to	identify	how	seriously	it	is	and	the
assessment	should	document	and	keep	properly.In	case,	the	result	of	the	assessment	found	the	conflict	of	interest	is	high,	for	example,	if	the	team	leader	of	the	audit	team	is	the	manager	of	the	finance	team,	then	he	should	not	allow	leading	the	team.And	all	of	his	works	related	to	this	engagement	should	review	again	by	other	independent
managers.The	success	of	audit	engagement	and	the	good	quality	of	audit	reports	depend	significantly	on	the	audit	resources.	These	include	the	number	of	audit	team	members,	qualifications,	and	experiences.There	is	a	number	of	questions	to	be	asked	when	assessing	audit	resources	requirement,	for	example:How	many	audit	team	members	are
required	for	the	engagement?Does	the	team	member	have	experience	in	auditing	such	an	industry?When	will	the	audit	work	start	and	when	will	the	report	require?Where	is	the	client’s	office	location?	And	do	we	need	to	have	a	lot	of	traveling?There	are	many	other	questions	to	be	asked	depending	on	the	characteristic	of	audit	engagements.The	audit
should	also	ensure	that	team	members	understand	the	nature	of	engagement	or	audit.	This	is	probably	done	by	having	a	team	meeting.If	audit	resources	are	not	sufficient	to	conduct	audit	engagements,	then	the	auditor	should	negotiate	with	the	client	to	extend	the	timeline	so	that	resources	could	properly	manage,	or	withdraw	from	the
engagement.Risk	assessment	is	also	one	of	the	most	important	parts	of	the	audit	plan	and	it	is	also	the	requirement	of	the	International	Standard	of	Auditing.The	auditor	should	perform	risk	assessments	by	reviewing	from	control	environments	which	is	the	big	picture	of	the	control	activities	of	each	key	process	and	procedure.Control	over	financial
reporting	is	the	key	area	to	be	reviewed	and	validated.	If	the	control	is	not	strong	enough,	the	audit	approach	might	be	changed.The	auditor	should	not	rely	on	the	control	and	they	should	consider	reviewing	the	transaction	and	event	in	detail.	In	such	a	case,	auditors	should	consider	using	a	substantive	approach	to	audit	financial	statements.Fraud
assessment	is	also	an	important	part	of	this	planning	and	auditors	should	assess	the	risks	of	material	misstatement	not	only	because	of	error	but	also	fraud.Fraud	detection	is	not	the	auditor’s	primary	responsibility	but	assessing	the	risks	of	fraud	is	part	of	the	auditing	requirement.A	risk	assessment	procedure	could	be	adopted	from	the	COSO
framework	or	other	frameworks	as	necessary.Audit	planning	is	a	critical	part	of	audit	work	and	performing	the	correct	audit	plan	could	be	the	factor	that	leads	to	the	success	of	audit	engagement.	The	key	areas	to	be	included	in	the	plan	are:Conducts	proper	risks	assessments	including	risks	of	error	and	fraudProperly	assess	the	resources
requirementProperly	identified	the	engagement	characteristicCorrectly	identified	report	requirement	and	timelineProperly	assess	the	conflict	of	interestWritten	by	Sinra	Audit	planning	versus	strategy,	scope	of	audit	plans,	necessary	steps	to	take	when	developing	a	plan,	and	more.	Jump	to:	What	is	included	in	an	audit	plan?	7	steps	to	develop	an
audit	plan	How	long	does	audit	planning	take?	Audit	planning	is	the	bedrock	of	a	successful	audit.	It	is	a	crucial	first	step	in	the	audit	process	that,	when	done	properly,	helps	auditors	conduct	efficient	audits,	ensure	compliance	with	standards,	and	mitigate	risk.	This	is	especially	important	in	today’s	environment	as	businesses	face	ever-growing
complexities	and	evolving	risks.	Audit	planning,	however,	is	not	a	simple,	check-off-the-box	process.	Several	factors	must	be	considered,	like	the	client’s	business	environment,	their	operations	and	system	of	internal	controls,	and	timing	of	the	engagement.	To	help	auditors	gain	a	clearer	understanding	of	audit	planning,	this	article	takes	a	closer	look
at	what	is	typically	included	in	an	audit	plan,	how	it	differs	from	an	audit	strategy,	how	to	develop	an	audit	plan,	and	more.	What	is	audit	planning?	Audit	planning	is	the	development	of	a	detailed	plan,	or	blueprint,	for	conducting	an	audit.	Audit	planning,	which	is	based	on	the	overall	audit	strategy,	involves	the	risk	assessment	procedures	that	will	be
executed,	as	well	as	the	anticipated	responses	to	the	risks	of	material	misstatements	for	a	particular	audit.	In	addition	to	risk	assessment	activities,	the	audit	plan	should	also	indicate	the	audit	procedures	needed	to	ensure	compliance	with	the	professional	audit	standards	applicable	to	the	engagement.	While	audit	planning	is	a	vital	first	step	in	the
audit	process,	the	Public	Company	Accounting	Oversight	Board	(PCAOB)	points	out	at	AS	2101.05	that,	“Planning	is	not	a	discrete	phase	of	an	audit	but,	rather,	a	continual	and	iterative	process	that	might	begin	shortly	after	(or	in	connection	with)	the	completion	of	the	previous	audit	and	continues	until	the	completion	of	the	current	audit.”	Audit
strategy	versus	audit	plan	Audit	planning	involves	the	establishment	of	the	overall	audit	strategy.	The	audit	strategy	sets	out,	in	general	terms,	the	scope	of	the	engagement,	how	the	audit	is	to	be	conducted,	the	direction	of	the	audit,	as	well	as	the	timing.	The	audit	plan,	on	the	other	hand,	is	much	more	detailed	as	it	outlines	the	steps	to	be	followed
in	conducting	the	audit	and	details	the	responses	to	the	auditor’s	risk	assessment.	What	is	included	in	an	audit	plan?	As	previously	noted,	the	audit	plan	is	designed	to	ensure	that	the	audit	is	conducted	efficiently,	effectively,	and	in	accordance	with	auditing	standards.	Therefore,	it	is	important	to	develop	an	audit	plan	that	includes	a	comprehensive
framework	outlining	the	scope,	reporting	objectives,	and	focus	of	the	audit.	More	specifically,	most	firms’	audit	plans:	Detail	the	nature,	timing,	and	extent	of	audit	procedures	to	be	performed.	Identify	significant	audit	areas	and	risks	of	material	misstatement	and	describe	the	allocation	of	tasks	among	audit	team	members.	Consider	the	company’s
business	environment,	system	of	internal	controls,	and	applicable	financial	reporting	framework	and	the	related	accounting	policies.	Set	materiality	thresholds	and	establish	deadlines	for	different	stages	of	the	audit.	7	steps	to	develop	an	audit	plan	Developing	an	audit	plan	typically	involves	several	key	steps,	which	include:	It	is	important	to	have	a
clear	understanding	of	the	client	when	developing	an	effective	audit	plan.	This	involves	knowing	the	following:	The	client’s	legal	structure,	ownership,	governance,	and	related	parties;			The	client’s	industry,	regulatory,	and	other	external	factors;			Their	business	model;			The	objectives	and	strategies	and	related	business	risks;	and		The	measurement
and	assessment	of	the	entity’s	financial	performance.	The	auditor	also	needs	to	understand	the	reporting	objectives,	nature	of	communications	with	management	and	those	charged	with	governance,	reporting	deadlines,	and	any	statutory	or	contractual	reporting	responsibilities.	For	an	audit	of	a	continuing	client,	much	of	this	documentation	can	be
pulled	forward	from	the	previous	year	with	more	emphasis	placed	on	changes	that	may	have	occurred	during	the	current	year.	It	is	essential	that	the	audit	team	understands,	evaluates,	and	documents	the	components	of	the	entity’s	system	of	internal	controls	relevant	to	the	audit.	It	is	also	important	to	know	and	indicate	the	sources	of	information
used	and	procedures	performed	in	obtaining	the	understanding.	To	focus	on	areas	with	the	greatest	potential	impact	on	the	financial	statements,	establish	materiality	levels.	This	is	part	of	establishing	the	overall	strategy	for	the	audit.	In	this	step,	the	auditor	also	considers	whether	lower	materiality	amounts	are	appropriate	for	particular	classes	of
transactions,	account	balances,	or	disclosures	based	on	the	financial	statement	user’s’	perceptions	of	the	particular	items.	When	making	a	risk	assessment,	audit	teams	take	the	following	actions:	Identify	significant	audit	areas;		Document	the	risks	of	material	misstatement	affecting	the	relevant	assertions	for	each	significant	audit	area	(including
fraud	risks	or	other	significant	risks);		Assess	those	risks;		Select	an	audit	approach	that	is	appropriately	tailored	to	respond	to	the	assessed	level	of	risk;	and			Document	the	linkage	of	the	assessed	risks	to	the	audit	procedures	that	respond	to	those	risks.	There	are	several	factors	that	are	taken	into	consideration	when	making	risk	assessments.	Such
factors	include	the	materiality	of	reported	amounts,	the	results	of	preliminary	analytical	procedures,	information	obtained	about	the	entity	and	its	environment	(including	its	system	of	internal	controls),	the	consideration	of	fraud,	engagement	team	discussions,	and	results	of	engagement	acceptance	or	continuance	procedures.	It	is	important	to	also
consider	other	engagements	performed	for	the	entity,	and	any	other	sources	that	provide	information	relevant	to	identifying	and	assessing	risks.	As	noted	earlier,	developing	an	audit	plan	includes	the	formulation	of	an	audit	strategy.	The	audit	strategy	outlines	the	nature,	timing,	and	extent	of	the	audit	procedures.	These	decisions	consider	the
auditor’s	plans	to	obtain	evidence	regarding	the	operating	effectiveness	of	internal	control.	To	help	deliver	an	effective	audit,	it	is	important	to	assign	audit	team	members	based	on	their	skills	and	experience.	This	includes	management	and	supervision	of	personnel.	Prepare	a	written	audit	plan	that	outlines	the	planned	audit	procedures	and	serves	as
a	guide	for	the	audit	team.	Breakdown	of	the	7	steps	auditors	should	take	when	developing	an	audit	plan.	How	long	does	audit	planning	take?	Audit	planning	is	not	a	simple	process,	and	the	duration	varies	from	client	to	client	depending	on	the	size	and	complexity	of	the	company	being	audited,	as	well	as	the	auditor’s	prior	experience	with	the	client.
Generally,	for	a	small	to	medium-sized	company,	audit	planning	may	take	a	few	days	to	a	couple	of	weeks.	For	a	larger,	more	complex	organization,	or	when	the	audit	team	has	no	prior	experience	with	the	company,	planning	can	take	several	weeks.	Regardless,	it	is	important	for	the	audit	team	to	allocate	sufficient	time	for	planning	to	ensure	a
thorough	understanding	of	the	client	and	to	develop	an	effective	audit	approach.	Executing	the	audit	plan	In	today’s	complex	and	tech-driven	environment,	executing	the	audit	plan	involves	having	the	right	training	and	tools	and	resources	in	place	to	drive	efficiencies	and	to	streamline	workflows.	For	those	audit	firms	that	have	not	yet	done	so,
leveraging	the	cloud	is	a	critical	initial	step.	In	fact,	many	would	argue	that	the	cloud	is	table	stakes	for	firms	looking	to	maintain	their	competitive	edge	in	today’s	market.	Having	the	right	cloud-based	technology	enables	auditors	to	work	from	anywhere	and	complete	audits	faster	and	with	greater	confidence	through	real-time	data	updates,	secure
online	confirmations,	and	integration	with	third-party	analytics.	Let	your	firm	focus	on	what	it	does	best	and	rely	on	Thomson	Reuters	AuditWatch	to	deliver	training	for	audit	and	accounting	staff.	Specialized	courses	include	Accounting	and	Auditing	Updates,	Optimization	for	Small	Audit	Teams,	Peer	Review	Remediation,	and	more.			Audit	planning
and	risk	assessment	are	critical	steps	in	the	audit	process.	They	provide	the	foundation	for	conducting	an	effective	and	efficient	audit,	ensuring	that	auditors	focus	their	efforts	on	areas	with	the	greatest	risk	of	material	misstatement.	Proper	planning	and	thorough	risk	assessment	enable	auditors	to	allocate	resources	wisely,	identify	potential	issues
early,	and	design	audit	procedures	that	are	tailored	to	the	organization’s	specific	circumstances.	This	article	explores	the	importance	of	audit	planning	and	risk	assessment,	along	with	the	key	steps	involved	in	each	stage.	1.	The	Importance	of	Audit	Planning	Audit	planning	is	the	initial	phase	of	the	audit	process,	and	it	is	essential	for	ensuring	that	the
audit	is	conducted	efficiently	and	effectively.	During	this	phase,	auditors	establish	a	clear	understanding	of	the	client,	its	industry,	and	its	financial	reporting	environment.	A	well-structured	audit	plan	allows	auditors	to	determine	the	scope	of	the	audit,	allocate	resources	appropriately,	and	identify	areas	that	require	special	attention.	It	also	helps	to
ensure	that	the	audit	is	carried	out	in	compliance	with	relevant	auditing	standards	and	regulations.	Key	Steps	in	Audit	Planning	Understanding	the	Entity	and	its	Environment:	The	first	step	in	audit	planning	involves	gaining	a	thorough	understanding	of	the	client’s	business	operations,	industry,	and	internal	control	systems.	Auditors	must	assess	how
the	organization’s	environment	may	impact	its	financial	statements,	including	any	industry-specific	risks	or	regulatory	requirements.	Assessing	the	Risk	of	Material	Misstatement:	Auditors	assess	the	risk	that	the	financial	statements	may	contain	material	misstatements,	whether	due	to	error	or	fraud.	This	involves	understanding	the	internal	control
structure	and	identifying	areas	where	misstatements	are	more	likely	to	occur.	Setting	Audit	Objectives:	Auditors	establish	clear	audit	objectives,	which	include	determining	whether	the	financial	statements	are	presented	fairly	in	accordance	with	the	applicable	financial	reporting	framework	(e.g.,	GAAP,	IFRS).	Audit	objectives	guide	the	entire	audit
process	and	help	auditors	stay	focused	on	the	most	important	aspects	of	the	audit.	Developing	the	Audit	Strategy:	The	audit	strategy	outlines	the	overall	approach	for	the	audit,	including	the	audit	procedures	to	be	performed,	the	timing	of	audit	work,	and	the	assignment	of	audit	staff.	The	strategy	is	designed	to	ensure	that	all	relevant	areas	are
covered	and	that	the	audit	is	completed	in	a	timely	and	efficient	manner.	Resource	Allocation:	Based	on	the	audit	objectives	and	the	audit	strategy,	auditors	allocate	resources	such	as	time,	personnel,	and	tools.	Effective	resource	allocation	helps	ensure	that	the	audit	is	completed	within	budget	and	on	schedule.	2.	Risk	Assessment	in	Auditing	Risk
assessment	is	an	integral	part	of	audit	planning.	It	involves	identifying	and	evaluating	the	risks	that	could	lead	to	material	misstatements	in	the	financial	statements.	Risk	assessment	helps	auditors	prioritize	areas	of	focus,	tailor	their	audit	procedures,	and	allocate	resources	effectively.	Without	a	proper	risk	assessment,	auditors	may	overlook	critical
areas	that	could	lead	to	inaccurate	conclusions	or	undetected	errors.	Types	of	Risks	in	Auditing	There	are	several	types	of	risks	that	auditors	consider	when	conducting	a	risk	assessment:	Inherent	Risk:	Inherent	risk	refers	to	the	susceptibility	of	an	account	balance	or	financial	statement	item	to	misstatement,	assuming	there	are	no	related	internal
controls.	Certain	industries	or	financial	statement	areas	may	inherently	carry	a	higher	risk	of	misstatement	due	to	their	complexity	or	volatility.	Control	Risk:	Control	risk	is	the	risk	that	an	organization’s	internal	controls	will	fail	to	detect	or	prevent	material	misstatements	in	financial	statements.	Auditors	evaluate	the	effectiveness	of	the
organization’s	internal	controls	to	determine	the	level	of	control	risk.	Detection	Risk:	Detection	risk	refers	to	the	risk	that	the	auditor’s	procedures	will	not	detect	a	material	misstatement,	even	if	one	exists.	Auditors	reduce	detection	risk	by	performing	thorough	testing	and	gathering	sufficient,	appropriate	audit	evidence.	Key	Steps	in	Risk	Assessment
Understanding	Internal	Controls:	Auditors	evaluate	the	organization’s	internal	control	systems	to	assess	how	well	they	are	designed	and	whether	they	are	operating	effectively.	This	helps	auditors	identify	areas	where	the	risk	of	material	misstatement	is	higher	and	where	additional	audit	procedures	may	be	necessary.	Identifying	Risks	of	Material
Misstatement:	Auditors	identify	areas	of	the	financial	statements	that	may	be	prone	to	misstatement	due	to	factors	such	as	complexity,	volume	of	transactions,	or	changes	in	accounting	policies.	This	includes	assessing	both	inherent	and	control	risks.	Assessing	the	Likelihood	and	Impact	of	Risks:	Once	risks	are	identified,	auditors	assess	the	likelihood
of	these	risks	occurring	and	the	potential	impact	they	could	have	on	the	financial	statements.	Risks	that	are	deemed	high	in	both	likelihood	and	impact	are	given	greater	attention	during	the	audit.	Determining	the	Nature,	Timing,	and	Extent	of	Audit	Procedures:	Based	on	the	assessed	risks,	auditors	determine	the	most	appropriate	audit	procedures
to	address	identified	risks.	For	high-risk	areas,	auditors	may	perform	more	detailed	testing,	including	additional	substantive	procedures	or	more	frequent	sampling.	3.	Developing	the	Audit	Plan	Based	on	Risk	Assessment	Once	the	risk	assessment	is	complete,	auditors	develop	the	audit	plan	by	integrating	the	findings	from	the	risk	assessment	with	the
overall	audit	strategy.	The	audit	plan	outlines	the	specific	procedures	that	will	be	performed	to	address	the	identified	risks	and	meet	the	audit	objectives.	The	plan	also	includes	the	timing	of	procedures,	the	allocation	of	resources,	and	any	special	considerations	that	may	arise	during	the	audit.	Components	of	the	Audit	Plan	Audit	Procedures:	The
audit	plan	outlines	the	procedures	to	be	performed	to	obtain	sufficient,	appropriate	evidence	to	support	the	auditor’s	opinion.	These	procedures	may	include	tests	of	controls,	substantive	procedures,	and	analytical	procedures.	Timing	of	the	Audit:	The	audit	plan	specifies	the	timing	of	the	various	audit	procedures,	ensuring	that	they	are	performed	at
the	most	appropriate	points	in	the	audit	process	to	maximize	efficiency	and	effectiveness.	Audit	Resources:	The	audit	plan	allocates	resources,	including	staff	and	technology,	based	on	the	risk	assessment.	This	helps	ensure	that	the	audit	is	completed	within	budget	and	that	personnel	with	the	appropriate	skills	are	assigned	to	high-risk	areas.	Special
Considerations:	The	plan	addresses	any	unique	factors	or	challenges	that	may	affect	the	audit,	such	as	changes	in	the	organization’s	operations,	complex	transactions,	or	regulatory	changes.	4.	Adjusting	the	Audit	Plan	During	the	Audit	Audit	planning	is	not	a	static	process.	As	the	audit	progresses,	auditors	may	encounter	new	information	or
unforeseen	risks	that	require	adjustments	to	the	audit	plan.	The	audit	plan	should	be	flexible	enough	to	accommodate	changes,	and	auditors	must	continuously	evaluate	the	risks	as	they	gather	evidence.	For	example,	if	auditors	discover	that	the	organization’s	internal	controls	are	not	operating	as	expected,	they	may	need	to	perform	additional
substantive	testing	in	those	areas.	5.	Identify	Potential	Issues	Audit	planning	and	risk	assessment	are	fundamental	to	the	success	of	the	audit	process.	By	carefully	planning	the	audit	and	assessing	the	risks	of	material	misstatement,	auditors	can	focus	their	efforts	on	the	most	critical	areas,	improve	efficiency,	and	ensure	that	the	financial	statements
are	presented	fairly.	Through	a	well-structured	audit	plan,	auditors	help	ensure	transparency,	accountability,	and	trust	in	the	organization’s	financial	reporting.	An	effective	risk	assessment	allows	auditors	to	identify	potential	issues	before	they	become	significant	problems,	ultimately	contributing	to	the	credibility	of	the	audit	and	the	integrity	of	the
financial	statements.	Selecting	between	a	Limited	Liability	Company	(LLC)	and	a	sole	proprietorship	is	a	fundamental	decision	for	new	business	owners,	shaping	the	future	of	your	venture	in	profound	ways.	This	choice	significantly	influences	critical	aspects	of	your	business,	from	tax	obligations	and	liability	exposure	to	the	simplicity	or	complexity	of
management.		The	LLC	and	sole	proprietorshipLLC	Vs.	Sole	Proprietorship:	Which	Structure	Is	Right	For	You?	Read	More	»Living	abroad	presents	exciting	opportunities	and	adventures,	but	it	also	comes	with	its	fair	share	of	responsibilities.	Among	these,	managing	taxes	as	a	U.S.	expatriate	can	be	particularly	challenging.	Navigating	through
international	tax	laws	requires	a	comprehensive	understanding	and	thoughtful	planning.	This	article	provides	a	closer	look	at	some	essential	tax	planning	strategies	for	U.S.Essential	Tax	Planning	Strategies	For	US	Expats	Read	More	»In	accounting,	when	one	speaks	of	assets	and	valuations,	the	unique	case	of	land	always	stands	out.		Land	remains
steadfast,	unlike	its	counterparts—machinery,	buildings,	or	vehicles,	which	bear	the	burden	of	time,	wear,	and	tear.		This	immutable	quality	of	land,	where	it	doesn’t	deteriorate	with	time	or	usage,	renders	it	with	what	we	term	asWhy	Land	Is	Not	Depreciated?	Read	More	»	Annual	reports	may	convey	a	wealth	of	information	about	the	financial
performance,	accomplishments,	and	mission	of	a	business	but	are	often	lengthy,	tedious,	and	difficult	to	digest.	To	bring	the	information	within	them	to	life,	many	companies	today	are	turning	to	the	art	of	storytelling	to	craft	annual	reports	that	communicate	to	their	shareholders,How	to	Incorporate	Storytelling	into	Annual	Reports?	Read	More	»A
Bank	Financial	Statement	is	a	comprehensive	record	of	a	bank’s	financial	performance	and	position	over	a	specific	period	of	time,	typically	at	the	end	of	a	fiscal	year	or	quarter.	These	statements	provide	essential	information	about	a	bank’s	financial	health	and	are	used	by	stakeholders,	including	investors,	regulators,	and	analysts,	to	assess	the
bank’sWhat	is	A	Bank	Financial	Statement?	(Explained)	Read	More	»	For	a	simple	little	document,	it’s	hard	to	believe	the	amount	of	confusion	an	“audit	plan”	causes,	and	the	amount	of	time	that	is	spent	by	people	in	a	role	(similar	to	mine,	at	SQMC)	who	train	auditors,	to	explain	the	who/what/how/where/when	of	audit	plans!	Firstly,	there	is	the
confusion	that	comes	by	mixing	up	audit	plans	and	audit	programmes	or	audit	schedules;	so	let's	lay	that	to	rest	right	away.	An	audit	programme	or	schedule	is	a	“set	of	one	or	more	audits	planned	for	a	specific	time	frame	and	directed	towards	a	specific	purpose”.	So,	it’s	a	timetable	of	the	audits	to	be	carried	out,	usually	over	12	months	but	can	be
longer	or	shorter.	An	audit	plan,	however,	is	a	“description	of	the	activities	and	arrangements	for	an	audit”.	And	since	we	are	providing	all	the	definitions	we	need	here	(courtesy	of	ISO	9000:2015	–	Quality	Management	Systems	–	Fundamentals	and	Vocabulary*)	let’s	just	add	in	the	official	definition	of	"audit",	which	is	a	“systematic,	independent	and
documented	process	for	obtaining	objective	evidence	and	evaluating	it	objectively	to	determine	the	extent	to	which	the	audit	criteria	are	fulfilled”.	So,	the	audit	plan	is	a	tool	used	by	the	auditor	to	ensure	that	appropriate	attention	is	devoted	to	important	areas,	potential	problems	are	promptly	identified,	work	is	completed	expeditiously,	and	work	is
properly	coordinated.	Audit	planning	means	developing	a	general	strategy	and	a	detailed	approach	for	the	expected	nature,	timing,	and	extent	of	the	audit.	The	auditor	plans	to	perform	the	audit	in	an	efficient	and	timely	manner,	and	putting	the	plan	together	also	allows	the	auditor	to	make	a	judgment	about	the	feasibility	of	the	audit.	Audit	planning
means	developing	a	general	strategy	and	a	detailed	approach	for	the	expected	nature,	timing,	and	extent	of	the	audit.	On	working	out	the	time	that	the	audit	will	take,	the	auditor	must	be	sure	he/she	can	collect	sufficient,	valid,	reliable,	verifiable	evidence	to	make	a	reasoned	judgment	in	accordance	with	the	audit	objective	(most	commonly	on	the
degree	of	conformity	with	audit	criteria).	An	audit	plan	will	identify	any	risks	to	achieving	the	audit	objective,	and	the	auditor	has	the	option	to	reduce	the	scope	and/or	the	number	of	criteria	he/she	is	auditing	against	if	he/she	needs	to	because	of	risk	or	feasibility	issues.	So	here	are	the	7	key	factors	a	normal	audit	plan	will	include	or	reference,	as	a
minimum:-	Audit	objective,	scope,	and	criteria.	Clear	identification	of	the	organisation,	functional	area,	department,	as	well	as	processes	to	be	audited.	Any	pertinent	reference	documents.	Locations,	dates,	anticipated	times,	and	duration	of	audit	activities	(interviewing,	observation,	and	evaluation	of	documented	information).	Requirements	for	the
auditor	or	audit	team	members	to	be	inducted	into	the	auditee’s	facilities	and	processes,	(perhaps	involving	a	tour),	and	a	review	of	information	provided	by	the	auditee.	Information	on	sampling.	Resources,	both	those	to	be	deployed	by	the	auditor	and	those	provided	by	the	auditee	to	allow	for	a	successful	audit.	Happy	auditing!	*NB	Sign	up	for	an
SQMC	ISO	9001	Internal	Auditor	or	Lead	Auditor	course	and	receive	a	free,	licensed	copy	of	ISO's	Fundamentals	and	Vocabulary;	worth	£230	if	purchased	from	the	British	Standards	Institute!	Posted	on	June	8,	2025	By	Harbourfront	Technologies	Subscribe	to	newsletter	Traditional	futures	contracts	have	maturity	dates,	upon	which	the	futures	price
converges	to	the	spot	price.	In	the	cryptocurrency	market,	the	most	popular	contracts	do	not	have	a	maturity	date.	They’re	called	perpetual	contracts.	Unlike	fixed-maturity	futures,	perpetuals	do	not	expire.	This	…	Posted	on	June	16,	2025	By	Harbourfront	Technologies	Subscribe	to	newsletter	Volatility	management	is	a	risk	and	portfolio
management	technique	proposed	by	Moreira	and	Muir	in	2017	.	It	has	since	been	widely	adopted	by	industry	practitioners.	The	technique	relies	on	the	idea	that	volatility	is	autocorrelated	but	only	weakly	correlated	with	future	…	Posted	on	June	12,	2025	By	Harbourfront	Technologies	Subscribe	to	newsletter	Behavioral	finance	has	studied	why	retail
investors	lose	money.	We	discussed	one	such	study	in	a	previous	post.	Retail	investor	losses	can	be	attributed	to,	among	other	factors,	overconfidence,	overtrading,	sensation	seeking,	issuers’	overpricing,	etc.	Reference	observed	that	in	the	VIX	…	Posted	on	June	4,	2025	By	Harbourfront	Technologies	Subscribe	to	newsletter	A	financial	derivative	is	a
financial	contract	whose	value	depends	on	the	price	of	an	underlying	asset	such	as	a	stock,	bond,	commodity,	or	index.	Accurate	valuation	of	financial	derivatives	and	their	associated	sensitivity	factors	is	important	…	Posted	On	:	June	11,	2025,	Expert	verified	Planning	an	internal	audit	in	India	is	a	crucial	process	for	ensuring	your	organization
remains	compliant,	efficient,	and	transparent.Explore	with	us	all	you	need	to	know	about	creating	an	internal	audit	plan	–	main	steps	and	process,	key	components,	checklist	and	real	example.	An	internal	audit	plan	is	a	comprehensive	roadmap	(usually	annual)	that	outlines	the	what,	when,	how,	and	by	whom	an	organization’s	internal	audit	activities
will	be	performed	over	a	specific	period.It	contains	the	details	of	the	areas,	functions,	or	processes	that	will	be	audited,	the	timing	and	frequency	of	each	audit,	the	objectives	and	scope,	and	the	resources	required.	Prioritisation	of	Risks:	It	ensures	that	the	audit	function	targets	the	most	significant	risks	facing	the	organization,	enabling	that	critical
threats	to	the	organization	are	addressed	proactively.Alignment	with	Goals:	It	aligns	the	internal	audit	function	with	the	organization’s	main	objectives,	ensuring	they	support	the	broader	mission	and	goals	of	the	business.Efficiency	Improvement:	By	scheduling	audits	appropriately,	avoiding	duplication	of	effort,	and	ensuring	the	right	expertise	for
each	audit,	it	enables	smoother	audit	workflows,	faster	completion,	and	lower	overall	costs.Accountability	Boost:	It	serves	as	a	communication	tool	between	the	internal	audit	team,	management,	and	the	board	or	audit	committee.	By	setting	clear	expectations	it	enhances	transparency	and	accountability.Compliance	&	Governance	Support:	Helps
organizations	comply	with	regulatory	requirements	and	internal	standards.	It	demonstrates	to	regulators	and	stakeholders	that	the	organization	is	committed	to	effective	risk	management	and	governance.Adaptability	&	Responsiveness:	It	includes	mechanisms	to	adjust	for	emerging	risks	(e.g.,	new	regulations,	market	shifts,	operational	failures)	or
urgent	requests	without	completely	derailing	the	function.Performance	Measurement:	It	serves	as	a	baseline	against	which	the	internal	audit	function’s	actual	performance,	Indicators	like	–	audits	completed,	resources	used,	findings	reported	–	can	be	measured	and	reported.Here’s	a	sample	of	the	internal	audit	plan	checklist	for	your	reference.	You
can	also	download	it	for	FREE.Internal	Audit	Plan	Checklist	PKCDownloadEvery	good	internal	audit	plan	should	include	the	following:	It	is	essentially	a	comprehensive	list	of	all	entities	within	the	organisation	that	can	be	audited.These	include	business	units,	functions	(Finance,	Operations,	HR,	IT),	processes	(Procure-to-Pay,	Order-to-Cash),	locations
(factories,	branches,	HO),	subsidiaries	(including	listed/unlisted),	Joint	Ventures,	major	projects.Risk-based	auditing	is	a	standard	approach	recommended	by	ICAI.	Therefore,	before	auditing	and	planning,	systematically	identify	and	prioritize	risks	across	the	audit	universe.In	India,	the	main	risk	factors	include:	Strict	regulatory	and	compliance	focus
such	as	adherence	to	Companies	Act,	2013,	SEBI’s	LODR,	RBI	Guidelines	GST,	Income	Tax,	Labour	Laws,	etc.	Sector-specific	risks	like	Supply	chain	volatility	in	manufacturing,	cyber	threats	in	BFSI,	regulatory	approvals	in	infrastructure.Fraud	risk	including	bribery/corruption	risks	Reputational	risks	that	include	sensitivity	to	corporate	governance
failures,	environmental/social	issues	(increasing	ESG	focus)Strategic	risks	impacted	by	government	policies	Group	structure	complexity	arising	from	multiple	subsidiaries,	JVs,	and	diverse	locationsFinancial	risks	because	of	interest	rate	changes,	liquidity	constraints,	etc.	Defining	the	scope	and	objectives	prevents	the	audit	from	becoming	too	large
and	unfocused.	It	must	answer	clearlyWhat	you	want	to	achieve	from	this	audit	–	Find	errors,	Improve	controls,	etc.What	areas	of	the	business	will	be	audited	–	Finance	department,	IT	systems,	HR	policies,	etc.This	means	setting	realistic	timelines	for	each	audit,	considering:Indian	Business	Cycles:	Festival	seasons,	financial	year-end	(March	31st),
quarter-end	reporting	pressures,	monsoon	impacts	(for	specific	sectors).Regulatory	Deadlines:	Aligning	IFC	testing	with	statutory	audit	timelines,	SEBI	reporting	requirements.Management	Availability:	Coordination	with	key	personnel	during	peak	periods.Next	component	is	assigning	appropriate	staff	with	necessary	skills	and	experience.	You	can
choose	between	an	internal	audit	team	or	specialised	outsourced	auditors	like	PKC	Management	Consulting.	You	must	also	do	proper	budget	allocation	considering	local	costs	and	potential	need	for	specialized	external	expertise.Also	plan	tools,	software,	and	documentation	needed.List	the	laws,	rules,	and	standards	that	apply	to	your	company	to
ensure	nothing	gets	overlooked.	These	may	include:	Companies	Act,	2013SEBI	regulationsGST	ActICAI	standardsISO	19011	audit	guidelinesA	good	audit	plan	also	has	a	formalized	plan	for	communication	with:Audit	Committee	:	Mandatory	for	listed	companies	and	certain	other	classes.	Board	of	Directors:	For	overall	plan	approval	and	significant
findings.Management:	Particularly	KMPs	(CEO,	CFO,	CS),	functional/departmental	heads	for	coordination	and	understanding	concerns.Statutory	Auditors:	Coordination	to	avoid	duplication,	share	relevant	information	(especially	on	IFC	and	frauds),	and	ensure	alignment.This	is	often	missed	while	planning	an	internal	audit	engagement.	Having	a
flexibility	mechanism	involves	a	formal	process	for	adjusting	the	audit	plan	mid-year.This	flexibility	is	needed	to	account	for	changes	like:	Emerging	regulations	like	SEBI/RBI	circulars,	GST	amendments,	changes	in	Companies	Act	rules.Management	requests	regarding	urgent	investigations	on	whistleblower	complaints,	suspected	frauds,	or	advisory
on	new	projects/initiatives.Business	changes	like	mergers	&	acquisitions,	significant	restructuring,	new	product	launches,	entry	into	new	markets.Major	incidents	like	operational	failures,	cyber-attacks,	natural	disasters.Planning	an	internal	audit	in	India	also	involves	outlining	how	the	audit	results	will	be	shared	and	in	what	format.	Also,	it	needs	to
be	made	clear	what	actions	would	be	taken	after	the	completion	of	the	audit	and	how	deadlines	are	to	be	fixed	to	resolve	the	issue.	This	step	makes	sure	your	audit	actually	leads	to	real	change.This	is	an	overview	of	how	an	annual	internal	audit	plan	for	a	company	(Example	ABC)		may	look	like.	Remember,	this	is	only	a	sample.	It	will	vary	with	your
industry,	risk	factors,	business	size	and	more.	Internal	Audit	Plan	for	ABC_	2026–2027DownloadReach	out	to	our	experts	at	PKC	for	Comprehensive	Internal	Audit	Planning	Today!37	years	crafting	comprehensive	internal	audit	frameworksRisk-based	internal	audit	planning	with	business	process	expertiseCustomized	audit	universe	mapping	for	Indian
companiesMulti-year	rolling	audit	plans	aligned	with	growthRegulatory	compliance	integrated	into	audit	planning	matrixERP-integrated	audit	trails	and	data	analytics	capabilitiesIndustry-specific	audit	programs	across	15+	sectorsCost-effective	resource	planning	and	audit	schedulingGST	and	tax	compliance	embedded	planning	approachReal-time
dashboard	for	audit	plan	monitoringManagement	action	plan	tracking	and	follow-up	systemsConcurrent	audit	planning	for	high-risk	processesDigital	transformation	risks	incorporated	in	planningThree-tier	quality	review	built	into	planning	processAt	PKC	Management	Consulting,	our	experts	follow	a	structured	and	iterative	workflow	internal	audit
planning	process.	Here’s	a	breakdown	of	the	key	steps:Review	business	strategy,	objectives,	organizational	structure,	and	operating	environment.Analyze	sector-specific	regulations	(SEBI,	RBI,	IRDAI),	Companies	Act	2013	mandates,	GST/FEMA	compliance	landscape,	and	emerging	ESG	trends.Identify	key	processes,	systems,	locations,	and
subsidiaries	Create	a	comprehensive	inventory	of	all	auditable	entities	Identify	risks	by	gathering	inputs	from	senior	management,	audit	committee,	previous	audit	findings	and	external	factors	Evaluate	each	risk	based	on	likelihood	and	impactUse	a	consistent	scoring	methodology	Assign	higher	weight	to	statutory	compliance	risks	and	fraud	risks	due
to	regulatory	scrutiny	.Ensure	high-risk	areas	align	with	the	organization’s	strategic	goals	and	key	initiatives.Decide	which	high-risk	areas	need	auditing	in	the	planning	period	and	how	oftenOutline	specific	boundaries,	goals,	and	deliverables	for	each	planned	audit	engagement.Assign	our	specialised	auditors	and	assign	budget	and	time	for	each
audit.Ensure	access	to	top	PKC	specialists	for	complex	areas	like	Ind	AS,	GST,	or	FEMA	compliance.Sequence	audits	logically	like	procure-to-pay	before	financial	statement	audit.Discuss	the	draft	plan	with	senior	management	plus	mandatory	consultation	and	approval	by	the	Audit	committee	(where	applicable)	for	input	on	risks	and
practicality.Incorporate	feedback	and	formalize	the	plan	document.Share	the	final	plan	with	management,	the	Audit	Committee,	and	the	Board.Maintain	formal	documentation	for	regulatory	compliance	(NFRA	expectations).Create	detailed	work	programs	for	each	specific	audit	in	the	annual	plan.Track	progress	against	the	plan	(e.g.,	audits
completed,	findings,	resource	usage).Use	a	formal	mechanism	to	adjust	the	plan	for	–	emerging	risks,	management/Audit	Committee	requests	and	significant	business	changes.Document	all	changes	and	justifications.What	is	an	internal	audit	plan?An	internal	audit	plan	is	a	document	that	outlines	what	areas	of	a	company	will	be	audited,	when	the
audit	will	happen,	and	who	will	perform	it.	It	helps	ensure	audits	are	organized,	risk-focused,	and	aligned	with	regulatory	requirements.What	documents	are	required	for	internal	audit	planning?A	company	needs	previous	audit	reports,	standard	operating	procedures	(SOPs),	organizational	charts,	policy	manuals,	risk	registers,	and	compliance
checklists	related	to	Indian	laws	like	GST,	TDS,	and	the	Companies	Act.Who	are	internal	audits	planned	and	scheduled	by	for	companies?Internal	audits	are	usually	planned	and	scheduled	by	the	internal	audit	department,	Chief	Audit	Executive	(CAE),	or	sometimes	the	Finance/Compliance	team.	In	some	companies,	external	audit	firms	like	PKC
Management	Consulting		may	also	be	hired	to	assist	with	planning	and	execution.How	to	create	an	internal	audit	plan?To	create	an	internal	audit	plan,	start	by	identifying	the	company’s	risks,	goals,	and	compliance	requirements.Then	define	the	audit	scope,	set	objectives,	allocate	resources,	and	develop	a	timeline	to	ensure	thorough	and	timely
coverage.What	are	the	steps	in	internal	audit	planning?The	main	steps	include	defining	the	audit	objective,	assessing	risks,	setting	the	audit	scope,	choosing	the	audit	team,	and	scheduling	the	audit.	It	also	involves	preparing	audit	tools,	communicating	with	departments,	and	getting	approval	from	senior	management.	Relevant	to	ACCA	Qualification
Paper	P7	Paper	P7,	Advanced	Audit	and	Assurance,	regularly	features	questions	set	in	the	planning	phase	of	an	audit.	Effective	planning	will	focus	the	auditor’s	attention	on	key	areas	of	the	audit	and	ensure	that	sufficient	resources	are	allocated	to	the	engagement.	Planning	should	result	in	an	audit	that	is	well	directed	and	supervised	and	ultimately
good	planning	will	reduce	audit	risk.	Candidates	will	benefit	from	understanding	the	wider	aspects	of	audit	planning,	and	so	this	article	summarises	the	main	requirements	and	guidance	contained	in	ISA	300,	Planning	an	Audit	of	Financial	Statements.	When	does	audit	planning	take	place?	Naturally,	it	is	reasonable	to	assume	that	planning	occurs
towards	the	start	of	an	audit	engagement.	However,	according	to	ISA	300,	planning	should	not	be	seen	as	a	discrete	and	separate	part	of	the	overall	audit.	Planning	often	begins	shortly	after,	or	in	connection	with,	the	completion	of	the	previous	audit,	for	example,	with	a	review	of	issues	that	were	discussed	with	management,	such	as	control
deficiencies	or	unadjusted	errors.	Such	matters	are	relevant	to	the	next	year’s	audit	and	need	to	be	considered	when	planning.	Similarly,	the	audit	plan	may	be	revised	as	the	audit	progresses,	and	should	not	be	viewed	as	being	fixed	in	place	once	the	main	planning	phase	has	ended.	For	example,	a	significant	event	may	take	place	as	the	audit	is	in
progress,	meaning	that	the	audit	plan	needs	to	be	changed.	The	nature	and	extent	of	planning	activities	depends	on	the	size	and	complexity	of	the	audit	client,	previous	experience	of	the	audit	firm	with	the	client,	and	any	changes	in	circumstance	that	may	occur	during	the	audit.	Preliminary	activities	ISA	300	contains	a	requirement	that	the	auditor
shall	undertake	the	following	activities	at	the	beginning	of	the	current	audit	engagement:	Performing	procedures	regarding	the	continuance	of	the	client	relationship	and	the	specific	audit	engagement.	Evaluating	compliance	with	relevant	ethical	requirements,	including	independence.	Establishing	an	understanding	of	the	terms	of	the	engagement.
These	requirements	are	also	contained	in	and	ISA	220,	Quality	Control	for	an	Audit	of	Financial	Statements	and	ISA	210,	Agreeing	the	Terms	of	Audit	Engagements	and	remind	us	that	planning	is	a	wider	activity	than	just	obtaining	understanding	of	the	business	and	performing	risk	assessment.	Audit	strategy	and	audit	plan	ISA	300	states	that	audit
planning	activities	should:	establish	the	overall	audit	strategy	for	the	engagement	develop	an	audit	plan.	Audit	strategy	The	audit	strategy	sets	out	in	general	terms	how	the	audit	is	to	be	conducted	and	sets	the	scope,	timing	and	direction	of	the	audit.	The	audit	strategy	then	guides	the	development	of	the	audit	plan,	which	contains	the	detailed
responses	to	the	auditor’s	risk	assessment.	An	underpinning	principle	of	audit	planning	under	the	Clarified	ISAs	is	that	the	audit	plan	should	contain	detailed	responses	to	the	specific	risks	identified	from	obtaining	an	understanding	of	the	audited	entity.	ISA	300	requires	the	auditor	to	consider	specific	matters	when	establishing	the	audit	strategy,
and	provides	a	list	of	typical	matters	to	be	considered	in	its	appendix.	These	matters	are	discussed	below.	Identify	the	characteristics	o	f	the	engagement	that	define	its	scope	Some	audit	engagements	have	specific	characteristics	that	mean	the	audit	has	a	wider	scope	than	the	audit	of	other	entities.	For	example,	a	group	audit	engagement	or	the
audit	of	a	multinational	company	will	both	have	wider	scopes	than	an	audit	of	a	small,	owner-managed	entity.	Matters	such	as	the	ability	to	use	the	work	of	internal	auditors,	the	need	to	liaise	with	external	service	organisations,	and	the	effect	of	IT	on	audit	procedures	are	also	relevant.	The	scope	is	also	affected	by	the	applicable	financial	reporting
framework,	the	nature	of	the	audited	entity’s	business	and	whether	it	operates	business	segments,	the	business	activities	conducted,	and	the	availability	of	client	personnel	and	data.	Ascertain	the	reporting	objectives	of	the	engagement	to	plan	the	timing	of	the	audit	and	the	nature	of	the	communications	required	Reporting	requirements	will	vary
from	audit	to	audit.	For	example,	some	entities	have	additional	reporting	requirements	to	comply	with	corporate	governance	regulations	or	industry	requirements,	and	the	auditor	must	understand	these	requirements	from	the	start	of	the	audit.	The	nature	of	other	communications	that	may	be	necessary	during	the	audit	should	be	considered,	such	as
liaison	with	component	auditors,	and	communications	to	management	and	to	those	charged	with	governance.	Consider	the	factors	that	are	significant	in	directing	the	audit	team’s	efforts	in	the	auditor’s	professional	judgment	The	strategy	must	consider	issues	to	do	with	quality	control,	such	as	how	resources	are	managed,	directed	and	supervised,
when	team	briefing	and	debriefing	meetings	are	expected	to	be	held,	how	engagement	partner	and	manager	reviews	are	expected	to	take	place	(for	example,	on-site	or	off-site),	and	whether	to	complete	engagement	quality	control	reviews.	Consider	the	results	of	preliminary	engagement	activities	and	knowledge	gained	on	other	engagements	This
includes	the	initial	assessments	of	materiality,	risks	identified	from	preliminary	activities	such	as	fraud	risks,	significant	events	that	have	occurred	at	the	entity	or	in	the	industry	in	which	it	operates	since	the	last	audit,	and	the	results	of	previous	audits	that	involved	evaluating	the	operating	effectiveness	of	internal	control,	including	the	nature	of
identified	deficiencies	and	action	taken	to	address	them.	The	audit	firm	may	also	have	performed	other	services	for	the	client	that	may	be	relevant	in	determining	the	audit	strategy,	for	example,	reviews	of	business	plans	or	cash	flow	forecasts.	Ascertain	the	nature,	timing	and	extent	of	resources	necessary	to	perform	the	engagement	One	of	the	main
objectives	of	developing	the	audit	strategy	is	to	effectively	allocate	resources	to	the	audit	team,	for	example,	the	use	of	specialists	on	particular	areas	of	the	audit,	or	building	a	team	of	highly	experienced	auditors	for	a	potentially	high-risk	audit	engagement.	If	the	audit	is	time	pressured	due	a	tight	deadline,	then	more	resources	will	need	to	be
allocated	to	ensure	that	all	necessary	audit	work	is	completed,	and	can	be	reviewed	in	time	to	meet	the	deadline.	Audit	plan	ISA	300	states	that	once	the	overall	audit	strategy	has	been	established,	an	audit	plan	can	be	developed	to	address	the	various	matters	identified	in	the	overall	audit	strategy,	taking	in	to	account	the	need	to	achieve	the	audit
objectives	through	the	efficient	use	of	the	auditor’s	resources.	The	establishment	of	the	overall	audit	strategy	and	the	detailed	audit	plan	are	not	necessarily	discrete	or	sequential	processes,	but	are	closely	interrelated	since	changes	in	one	may	result	in	consequential	changes	to	the	other.	Therefore	it	is	not	necessarily	the	case	that	the	audit	strategy
is	prepared	and	completed	before	the	audit	plan	is	devised,	and	in	practice	it	is	typical	for	the	two	to	be	developed	together.	The	audit	plan	is	a	detailed	programme	giving	instructions	as	to	how	each	area	of	the	audit	will	be	conducted.	In	other	words,	the	audit	plan	details	the	specific	procedures	to	be	carried	out	to	implement	the	strategy	and
complete	the	audit.	ISA	300	provides	guidance	on	what	should	be	included	in	the	audit	plan,	stating	that	the	audit	plan	should	describe:	the	nature,	timing	and	extent	of	planned	risk	assessment	procedures	the	nature,	timing	and	extent	of	planned	further	audit	procedures	at	the	assertion	level	other	planned	audit	procedures	that	are	required	to	be
carried	out	so	that	the	engagement	complies	with	ISAs.	Typically	an	audit	plan	will	include	sections	dealing	with	business	understanding,	risk	assessment	procedures,	planned	audit	procedures	ie	the	responses	to	the	risks	identified	and	other	mandatory	audit	procedures.	Changes	to	the	audit	strategy	and	audit	plan	The	audit	strategy	and	audit	plan
are	not	fixed	once	the	planning	stage	of	the	audit	is	complete.	It	is	important	that	both	are	updated	and	changed	as	necessary	as	the	audit	progresses.	For	example,	as	a	result	of	unexpected	events,	or	changes	in	conditions,	the	auditor	may	need	to	modify	the	overall	audit	strategy	and	audit	plan	and	thereby	the	resulting	planned	nature,	timing	and
extent	of	further	audit	procedures,	based	on	the	revised	consideration	of	assessed	risks.	This	may	be	the	case	when	information	comes	to	the	auditor’s	attention	that	differs	significantly	from	the	information	available	when	the	auditor	planned	the	audit	procedures,	for	example,	an	event	may	take	place	after	audit	planning	has	been	initially	completed
which	creates	doubt	over	going	concern.	Or,	as	a	result	of	performing	planned	audit	procedures	additional	information	may	come	to	light	which	may	lead	the	auditor	to	amend	initial	risk	assessment,	or	level	of	performance	materiality,	for	all,	or	part,	of	the	audit.	Documentation	ISA	300	requires	that	as	well	as	the	audit	strategy	and	audit	plan	being
thoroughly	documented,	a	record	of	significant	changes	made	to	the	audit	strategy	and	audit	plan	is	needed.	Documentation	is	crucial,	because	key	decisions	about	how	the	audit	will	be	performed	are	contained	in	the	audit	strategy	and	audit	plan.	The	documentation	should	therefore	include	the	response	made	by	the	auditor	to	any	significant
changes	that	occur	during	the	audit,	as	discussed	above.	The	audit	strategy	and	audit	plan	do	not	need	to	be	documented	in	a	particular	way.	Some	audit	firms	use	memoranda,	others	checklists.	Some	use	standardised	documentation	such	as	standardised	audit	programmes	while	others	tailor	the	specific	form	of	the	documentation	to	each	audit
engagement.	The	form	of	the	documentation	does	not	matter	as	long	as	it	provides	a	clear	record	of	how	the	audit	was	planned.	Direction,	supervision	and	review	ISA	300	requires	that	the	auditor	shall	plan	the	nature,	timing	and	extent	of	direction	and	supervision	of	engagement	team	members	and	the	review	of	their	work.	It	is	crucial	that	the	audit
plan	includes	the	detail	as	to	how	supervision	and	review	should	be	conducted	during	the	audit,	in	order	to	perform	a	high	quality	audit.	Inadequate	supervision	and	review	can	lead	to	the	audit	team	making	errors,	for	example,	selecting	inappropriate	items	for	sampling,	or	failing	to	properly	conclude	on	audit	procedures	performed.	The	amount	of
detail	included	in	the	audit	plan	in	relation	to	supervision	and	review	will	depend	on	factors	such	as	the	size	and	complexity	of	the	entity	being	audited,	the	assessed	risk	of	material	misstatement,	and	the	capabilities	and	competence	of	the	audit	team	members.	Additional	considerations	in	initial	audit	engagements	The	final	section	of	ISA	300	relates
to	initial	audit	engagements,	and	requires	the	auditor	to	perform	client	and	engagement	acceptance	procedures	(as	also	required	by	ISA	220),	and	also	to	communicate	with	the	predecessor	auditor,	where	there	has	been	a	change	of	auditors,	in	compliance	with	relevant	ethical	requirements.	The	ISA	recognises	that	for	an	initial	audit	engagement,
the	auditor	may	need	to	expand	the	planning	activities	because	the	auditor	does	not	ordinarily	have	the	previous	experience	with	the	entity	that	is	considered	when	planning	recurring	engagements.	Conclusion	Planning	an	audit	involves	more	than	just	obtaining	business	understanding	and	performing	risk	assessment.	Planning	is	a	dynamic	process
that	may	evolve	during	the	audit,	and	should	always	respond	to	changes	in	the	circumstances	of	the	audited	entity.	Adherence	to	the	requirements	of	ISA	300	should	result	in	a	well-focused	audit,	staffed	by	appropriate	personnel,	performing	relevant	and	appropriate	audit	procedures.	Written	by	a	member	of	the	Paper	P7	examining	team	Posted
on	May	14,	2022	By	John	In	AUDIT	Subscribe	to	newsletter	The	auditing	process	involves	assessing	a	client’s	financial	statements	to	form	an	audit	conclusion.	There	are	several	stages	involved	in	this	process.	Primarily,	auditors	perform	the	most	critical	tasks	during	the	fieldwork	stage	of	an	audit.	However,	they	must	also	have	a	plan	to	execute
during	this	stage.	This	plan	falls	under	the	audit	planning	process.	What	is	Audit	Planning?	Audit	planning	is	a	stage	during	the	audit	process	that	involves	developing	an	outline	for	an	audit	assignment.	It	allows	auditors	to	lay	the	foundation	for	future	audits.	Usually,	it	entails	figuring	out	the	audit	procedures	and	techniques	to	use	based	on	several
factors.	This	plan	helps	auditors	manage	their	audit	workflow	and	reduce	audit	risks.	Audit	planning	is	the	first	stage	during	an	audit	engagement.	Auditors	conduct	this	stage	to	ensure	they	identify	the	critical	areas	in	the	financial	statements.	Similarly,	it	allows	them	to	allocate	sufficient	resources	to	those	areas.	On	top	of	that,	it	also	enables
auditors	to	identify	areas	that	may	include	material	misstatements.	Overall,	audit	planning	allows	for	the	coordination	of	the	audit	process.	How	does	Audit	Planning	work?	Audit	planning	is	the	first	step	during	an	audit	engagement.	It	involves	various	stages	which	are	essential	to	developing	an	outline.	Usually,	the	audit	planning	process	requires
auditors	to	create	an	audit	strategy	first.	This	process	requires	them	to	set	the	scope,	timing,	and	direction	of	the	engagement.	On	top	of	that,	it	also	helps	allocate	resources	for	specific	areas	and	manage	those	resources.	Once	auditors	develop	an	audit	strategy,	they	can	devise	an	audit	plan.	This	plan	is	more	specific	and	detailed	than	the	former.
Usually,	it	involves	various	processes.	For	example,	it	includes	the	nature,	timing,	and	extent	of	risk	assessment	procedures.	On	top	of	that,	it	also	consists	of	the	audit	procedures	that	auditors	expect	to	perform.	The	audit	plan	also	involves	other	procedures	that	auditors	must	perform	to	conform	to	the	ISAs.	Primarily,	audit	planning	requires	auditors
to	develop	an	audit	strategy.	Based	on	that	strategy,	they	must	become	more	specific	and	include	detailed	steps	to	achieve	the	goals.	Audit	planning	may	differ	from	one	client	to	another	based	on	the	nature	of	the	work.	However,	it	involves	a	similar	process.	What	are	the	advantages	of	Audit	Planning?	Audit	planning	provides	various	benefits	to



auditors	and	helps	them	achieve	their	goals	during	an	audit.	However,	its	advantages	are	more	specific	than	that.	Some	of	those	include	the	following.	Helps	identify	critical	areas	and	allows	auditors	to	focus	there.	Identifies	areas	where	manual	processes	can	be	automated	to	increase	assurance.	Allows	audit	firms	to	allocate	resources	efficiently.
Helps	keep	costs	down	to	a	reasonable	level.	Aids	in	the	smooth	execution	of	the	audit	work	in	later	stages.	Allows	auditors	to	focus	on	and	achieve	their	objectives	for	a	specific	engagement.	Ensures	the	timely	completion	of	work	without	compromising	quality.	Allows	coordinating	audit	activities	to	ensure	an	efficient	process.	Apart	from	these,	audit
planning	can	also	have	other	benefits.	The	above	does	not	constitute	an	exhaustive	list	of	the	benefits	of	audit	planning.	Conclusion	Audit	planning	is	the	first	stage	in	an	audit	engagement.	It	allows	auditors	to	form	an	outline	for	an	audit.	Primarily,	audit	planning	involves	developing	an	audit	strategy	and	audit	plan.	The	former	sets	the	layout	for	the
whole	process.	On	the	other	hand,	the	audit	plan	creates	a	detailed	outline	based	on	the	strategy.	Audit	planning	can	have	several	benefits,	as	listed	above.	Further	questions	What's	your	question?	Ask	it	in	the	discussion	forum	Have	an	answer	to	the	questions	below?	Post	it	here	or	in	the	forum	What	can	internal	auditors	do	to	prepare	a	more
comprehensive	scope	for	their	internal	audit	projects?	And	where	can	internal	auditors	find	the	subject	matter	expertise	needed	to	create	an	audit	program	“from	scratch”?	AuditBoard’s	“Planning	an	Audit	From	Scratch:	A	How-To	Guide”	details	how	to	build	an	effective	internal	audit	plan	from	the	ground	up	through	best	practices,	resources,	and
insights	rather	than	relying	on	templated	audit	programs.One	of	the	guide’s	highlights	is	a	comprehensive	checklist	of	audit	steps	and	considerations	to	keep	in	mind	as	you	plan	any	audit	project.	Use	the	checklist	below	to	start	planning	an	audit,	and	download	our	full	Planning	an	Audit	From	Scratch:	A	How-To	Guide	for	tips	to	help	you	create	a
flexible,	risk-based	audit	program.What	Is	an	Internal	Audit?An	internal	audit	is	an	independent	review	of	an	organization’s	operations,	governance,	internal	controls,	and	risk	management	processes	to	improve	the	organization’s	effectiveness	and	efficiency.	Internal	auditors	will	conduct	interviews,	inspect	evidence,	test	controls,	and	read	policies	to
understand	the	environment	and	validate	that	controls	and	processes	are	working	—	or	not	working	well.	The	Difference	Between	Internal	and	External	AuditsThe	essential	difference	between	internal	audits	and	compliance	audits,	sometimes	called	external	audits,	is	who	performs	the	audit.	Internal	audits,	as	the	name	indicates,	are	typically
performed	by	internal	auditors	who	are	employed	by	the	business.	Compliance	audits	are	conducted	by	independent,	third-party,	or	external	auditors,	often	certified	in	the	audit	that	is	being	performed.While	external	regulatory	compliance	audits	are	essential,	they	often	have	a	specific	scope	and	aim	—	PCI	DSS,	for	example,	zooms	in	on	credit
cardholder	data.	Internal	audits	have	the	benefit	of	a	looser	scope,	allowing	an	organization	to	focus	on	priority	areas	or	areas	that	may	not	be	examined	in	a	formal	compliance	audit.The	Benefits	of	an	Effective	Internal	AuditInternal	audits	provide	many	benefits	to	an	organization,	giving	management	and	leadership	another	lens	to	improve
operations.	A	Quality	Management	System	(QMS)	is	a	structured	framework	of	policies,	processes,	and	procedures	used	to	plan	and	implement	an	organization’s	key	business	areas.	The	internal	audit’s	role	in	the	context	of	a	Quality	Management	System	focuses	on	evaluating	the	effectiveness	of	the	organization’s	QMS,	ensuring	adherence	with
requirement	standards	like	ISO	9001,	and	identifying	areas	for	improvement	to	enhance	overall	quality	and	efficiency.Internal	audits	give	advantages	to	organizations	pursuing	external	audits	and	preparing	stakeholders	and	process	owners	for	future	audits.	Findings	from	internal	audits	can	be	addressed	quickly;	observations	can	give	management
greater	insight	into	the	business,	people,	technology,	and	processes.	Impetus	from	internal	audit	reports	can	encourage	optimization,	saving	the	organization	in	costs	and	ultimately	improving	customer	satisfaction.So,	how	can	an	organization	plan	for	a	successful	internal	audit?	Read	on	for	our	checklist!Internal	Audit	Checklist:	Planning	an	Audit
From	ScratchThe	steps	to	preparing	an	audit	program	from	scratch	are	1)	initial	audit	planning,	2)	involve	risk	and	process	subject	matter	experts,	3)	frameworks	for	internal	audit	processes,	4)	preparing	for	a	planning	meeting	with	business	stakeholders,	5)	preparing	the	audit	program,	and	6)	audit	program	and	planning	review.1.	Initial	Audit
PlanningAll	internal	audit	projects	should	begin	with	the	team	clearly	understanding	why	a	given	project	was	put	on	the	audit	plan.	The	following	questions	should	be	answered	and	approved	before	fieldwork	begins:What	key	enterprise	risk	or	concern	does	the	audit	address?​​Why	did	the	Audit	Committee,	executive,	or	other	key	manager	go	out	of
their	way	to	enlist	internal	audit’s	assistance?How	does	the	process	support	the	organization	in	achieving	its	goals	and	core	business	objectives?What	is	the	overall	audit	schedule,	and	how	does	this	project	fit	into	the	plan?Was	this	process	audited	in	the	past,	and	if	so,	what	were	the	results	of	the	previous	audit(s)?Were	audit	findings	or
nonconformities	investigated	and	remediated	according	to	the	action	plan?Have	significant	changes	occurred	in	the	process	recently	or	since	the	previous	audit?What	is	the	project’s	scope,	and	what	specific	requirements	need	to	be	met	for	a	successful	outcome?Prior	to	engaging	from	an	audit	standpoint,	take	the	time	to	validate	that	the	audit	is	still
relevant.	Check	in	with	the	business	leader	prior	to	the	audit	kick-off	to	determine	if	there	have	been	any	changes	—	in	the	team	or	the	risk	the	audit	addresses	—	that	affect	the	urgency	or	necessity	of	the	audit.	Additionally,	participants	in	the	project	should	review	the	audit	report	and	audit	results	to	refresh	their	understanding	of	the	environment,
scope,	and	project	parameters.	The	team	may	also	want	to	review	any	standards,	frameworks,	and	regulatory	requirements	relevant	to	the	project	or	program.	Reporting	on	internal	audit	objectives	should	be	delivered	to	top	management	periodically	—	quarterly	or	biannually	is	common	depending	on	the	size	and	complexity	of	the
business.Performing	an	audit	based	on	internal	company	information	is	helpful	for	assessing	the	operating	effectiveness	of	the	process’s	controls.	Leverage	experts	within	the	company	in	addition	to	outside	subject	matter	experts;	this	can	be	especially	helpful	in	large	organizations	where	you	might	find	resources	in	different	divisions,	countries,	or
departments	with	the	same	expertise	who	can	provide	support	or	insight	while	maintaining	their	independence.For	internal	audit	to	keep	pace	with	the	business’s	changing	landscape	and	to	ensure	key	processes	and	controls	are	also	designed	correctly,	seeking	out	external	expertise	is	a	best	practice	for	forward-thinking	and	contemporary	internal
auditors.	Internal	auditors	can	find	this	subject	matter	expertise	in	many	ways.In	addition	to	their	risk	advisory	practices,	many	internal	audit	consulting	firms	have	consulting	practices	that	help	their	customers	improve	their	process	performance.	For	instance,	imagine	you’re	auditing	your	customer	service	department.	Engaging	with	a	director	or
partner	from	a	consulting	firm	specializing	in	customer	service	not	only	provides	perspective	on	how	leading	companies	perform	that	process,	but	can	also	cast	a	light	on	emerging	risks	or	industry	trends	that	you	might	have	overlooked.	In	terms	of	fostering	talent,	skills,	and	development,	internal	audit	professionals	should	stay	abreast	of	current
trends,	topics,	and	themes	in	their	industry.	Other	great	resources	to	learn	about	emerging	risks	and	process	best	practices	include:Online	resources	like	Deloitte’s	Internal	Audit	Perspectives,	EY’s	Insights,	KPMG’s	Insights	&	Resources,	The	Protiviti	View,	and	RSM	Insights	can	highlight	how	their	firm’s	specialists	address	different	business
risksSource:	The	IIA	Competency	Framework	for	Internal	Audit	ProfessionalsThese	resources	can	be	leveraged	to	identify	relevant	risks,	inform	internal	audit	procedures,		and	encourage	continuous	improvement	in	your	internal	audit	program.	Having	the	right	people	and	talent	in	place	to	perform	the	necessary	audit	activities	is	critical	to	your
program’s	success,	and	pulling	in	additional	resources	during	an	audit	can	be	challenging.	By	lining	up	your	SMEs	ahead	of	time,	you	can	smooth	out	your	audit	workflow	and	reduce	friction.3.	Frameworks	for	Internal	Audit:	The	International	Professional	Practices	Framework	(IPPF)	and	COSO	ICIFCollecting	guidance	from	the	Institute	of	Internal
Auditors	(IIA),	the	International	Professional	Practices	Framework	(IPPF)	contains	both	mandatory	and	best	practice	recommendations.	The	IPPF	aims	to	support	the	overall	mission,	“To	enhance	and	protect	organizational	value	by	providing	risk-based	and	objective	assurance,	advice,	and	insight.”	The	core	elements	of	the	IPPF	are:	Core	Principles
for	the	Professional	Practice	of	Internal	Auditing,	Definition	of	Internal	Auditing,	Code	of	Ethics,	and	International	Standards	for	the	Professional	Practice	of	Internal	Auditing.In	addition	to	the	IIA,	organizations	like	ISACA	can	also	provide	guidance	around	internal	audit	processes.When	more	internal	auditors	create	audit	programs	that	test	for
control,	versus	testing	controls,	our	industry	will	improve	by	leaps	and	bounds.	Controls,	or	control	activities,	are	only	one	of	the	five	components	of	internal	control.	While	used	extensively	for	Sarbanes-Oxley	(SOX)	compliance	purposes,	the	Committee	of	Sponsoring	Organizations	of	the	Treadway	Commission’s	(COSO)	2013	Internal	Control	—
Integrated	Framework	can	also	be	leveraged	by	internal	auditors	to	create	a	more	comprehensive	audit	program.	In	addition	to	identifying	and	testing	control	activities,	internal	audit	should	seek	to	identify	and	test	the	other	components	of	a	well-controlled	process:	control	environment,	risk	assessment,	information	and	communication,	and
monitoring.	Before	applying	a	specific	framework,	the	internal	audit	team	and	leadership	should	evaluate	its	suitability	as	they	map	to	the	business.COSO’s	ICIF	focuses	on	fraud,	internal	controls,	and	financial	reporting,	while	covering	subjects	like	the	overall	Control	Environment	of	the	organization,	Information,	and	Communication,	and	Risk
Management.	Since	COSO’s	ICIF	was	designed	to	address	SOX,	which	is	a	U.S.	statute,	publicly	traded	companies	based	in	the	U.S.	may	benefit	the	most	from	employing	this	framework	as	part	of	their	internal	audit	program.Review	COSO’s	2013	Internal	Control	components,	principles,	and	points	of	focus	here.4.	Preparing	for	a	Planning
Meeting	Obtaining	information	and	data	about	the	process	to	be	audited	can	happen	with	a	combination	of	research	and	interviews.	Prioritizing	how	data	is	acquired	is	up	to	the	internal	audit	team.	Great	internal	auditors	know	that	doing	more	work	before	meeting	with	process	and	control	owners	will	help	minimize	disruption	to	the	audit	customers
and	should	set	a	positive	tone	for	the	audit.The	following	steps	should	be	performed	to	prepare	for	a	planning	meeting:Start	by	collecting	and	reviewing	as	much	of	the	internal	information	(highlighted	above)	as	possible.	Meet	with	your	subject	matter	experts	to	confirm	the	process’s	biggest	risks	and	best	practices.	With	this	information	and	your
pre-planned,	COSO-based	questions,	an	initial	questionnaire	can	be	created	to	facilitate	the	planning	meeting.Preparing	the	questionnaire	after	performing	the	initial	research	sets	a	positive	tone	for	the	audit	and	proves	that	internal	audit	is	informed	and	prepared.	Instead	of	asking	how	the	process	works,	the	in-charge	internal	auditor	can	validate
their	high-level	understanding	by	sharing	their	initial	research	and	due	diligence.	It	is	easier	for	an	audit	customer	to	confirm	internal	audit’s	understanding	of	the	process	and	add	color	if	necessary,	as	opposed	to	reiterating	information	that	has	been	available	and	already	documented.The	objective	of	the	planning	meeting	is	to	obtain	a	high-level
understanding	of	the	goals	and	objectives	of	the	process	or	department	and	the	key	steps	to	the	process.	The	planning	meeting	is	usually	held	with	the	most	senior	manager	of	the	process,	the	in-charge	auditor	of	the	project,	and	at	least	one	more	auditor	to	take	detailed	notes.	If	you	really	want	to	impress,	consider	inviting	your	subject	matter	expert
to	the	planning	meeting.	Having	the	subject	matter	expert	in	the	meeting	can	prove	that	the	audit	project	is	to	be	seen	and	leveraged	as	free	benchmarking,	and	not	just	some	compliance	exercise	the	audit	customer	is	required	to	participate	in.	5.	Preparing	the	Audit	ProgramOnce	internal	audit	has	confirmed	their	understanding	of	the	process	and
risks	within	the	process,	they	will	be	prepared	to	create	an	audit	program.	They	should	be	keen	to	capture	significant	activities	of	everyone	(employees	and	third	parties)	involved	in	the	process,	the	flow	of	assets	(tangible	or	intangible),	and	any	activities	and	controls	that	prevent	or	detect	mistakes	and	errors	from	happening.	An	audit	program
should	detail	the	following	information:Summary	and	Purpose	of	the	Audit	ProgramSince	internal	audit	reports	are	usually	designed	for	the	consumption	of	leadership	and	management,	providing	an	executive	summary	of	the	audit	program	and	outcomes	gives	the	audience	a	snapshot	of	the	audit	and	results.Process	Objectives	and
OwnersDocumenting	the	process	objectives	and	tying	each	process	to	owners	when	completing	the	audit	program	designates	accountability.Process	RisksAlong	with	the	process	objectives	and	owners,	the	risks	associated	with	the	process	should	also	be	noted.Controls	Mitigating	Process	RisksOnce	details	about	the	process,	including	risks,	are
documented,	the	audit	team	should	identify	and	map	the	mitigating	controls	to	the	risks	they	address.	Compensating	controls	can	also	be	noted	here.Control	AttributesControl	attributes	are	the	components	and	characteristics	of	the	control	activity	that	are	critical	to	the	effective	execution	of	that	control.	Asking	the	following	questions	and
documenting	the	results	are	a	good	starting	point	—	though	some	controls	may	have	unique	or	uncommon	attributes	as	well.Is	the	control	preventive	or	detective?	If	the	control	is	detective,	are	there	corrective	actions	required	as	part	of	completing	the	control?How	frequently	does	the	control	occur	(e.g.	many	times	a	day,	daily,	weekly,	monthly,
quarterly,	annually,	etc.)?What	type	of	risk	does	the	control	mitigate	(fraud,	operational,	security,	etc.)?Is	the	control	manually	performed,	performed	by	an	application,	or	a	combination?How	likely	will	the	risk	be	realized	(e.g.	Highly	Likely,	Likely,	Unlikely)?How	impactful	would	the	risk	be	if	it	were	realized	(e.g.	High	Impact,	Medium	Impact,	Low
Impact)?What	evidence	does	the	audit	team	need	to	complete	audit	testing	procedures?Testing	Procedures,	Methods,	and	Best	Practices	There	are	four	ways	to	test	controls	as	part	of	an	audit.	These	methods	must	often	be	combined	to	fully	and	completely	test	a	control.	These	four	methods	are:Inquiry,	or	asking	how	the	control	is
performedObservation,	or	viewing	the	control	be	performed,	typically	in	real-timeInspection,	or	reviewing	documentation	evidencing	the	control	was	performedRe-performance,	or	independently	performing	the	control	to	validate	outcomesA	comprehensive	audit	program	may	contain	sensitive	information	about	the	business.	Access	to	the	full	audit
program(s)	should	be	restricted	to	appropriate	personnel	and	shared	only	when	approved.When	planning	an	audit	from	scratch,	keep	these	leading	practices	for	testing	in	mind:For	audits	that	can	be	replicated	across	divisions,	regions,	or	countries,	perform	a	pilot	first.	Pick	a	local	store/process	and	run	the	audit	program	against	it	to	get	the	bugs	out
and	learn	lessons	that	can	be	applied	to	the	rest	of	the	organization.	Give	the	business	a	seat	at	the	table	during	this	pilot	process	so	they	can	provide	insight,	identify	gaps,	and	help	you	work	out	the	kinks.	All	controls	should	be	tested	via	inquiry,	or	by	interviewing	the	control	owner	if	possible.	Testing	procedures	for	control	environment	and	risk
assessment-related	activities	can	be	completed	by	observation.	Control	activities	and	monitoring	are	best	validated	through	inspection,	and	information	and	communication	are	best	tested	by	re-performance.	Schedule	check-ins	with	your	SMEs	to	fill	in	any	gaps	and	get	away	from	the	“checklist	audit”	mentality.Adopt	an	agile	mentality.	The	reality	is
that	risks	scale	quickly	and	the	business	can	change	overnight.	Therefore,	you	don’t	want	to	miss	an	opportunity	to	present	critical	information	to	leadership	as	a	new,	high-urgency	risk	is	developing.	Be	open	to	cutting	and	pivoting,	and	always	seek	to	understand	the	big	picture.	6.	Audit	Program	ReviewAudit	programs,	especially	those	for	processes
that	have	never	been	audited	before,	should	have	multiple	levels	of	review	and	buy-in	before	being	finalized	and	allowing	fieldwork	to	begin.	Below	are	several	best	practices	for	reviewing	your	audit	before	it	kicks	off.Chief	Audit	Executive	ReviewThe	Chief	Audit	Executive,	no	matter	how	large	the	internal	audit	department,	should	review	prepared
audit	programs	before	fieldwork	begins.	The	CAE	can	confirm	the	team’s	process	understanding	by	leveraging	information	obtained	through	other	executives	and	stakeholders,	and	most	importantly,	verify	if	the	scope	and	procedures	of	the	audit	project	will	specifically	address	why	the	audit	was	scheduled	and	requested.	The	last	thing	anyone	wants
—	the	internal	auditor,	audit	customer,	or	CAE	—	is	for	fieldwork	to	be	completed	only	to	find	out	the	work	done	does	not	address	the	key	risks	highlighted	in	the	internal	audit	risk	assessment.Subject	Matter	Expert	ReviewIf	you	leveraged	a	subject	matter	expert,	they	should	also	review	the	draft	audit	program.	Common	feedback	from	subject	matter
experts	include	correcting	or	adding	more	detail	to	testing	procedures	and	validating	whether	a	process	appears	to	be	designed	correctly.	Leveraging	this	subject	matter	expertise	makes	for	a	more	informed	internal	auditor,	and	positions	the	project	to	be	viewed	as	external	benchmarking	as	opposed	to	an	audit.Process	Leader	ReviewThe	draft	audit
program	should	be	shared	and	reviewed	with	the	process	leader.	This	level	of	transparency	should	be	positively	received	by	the	process	leader,	whether	they	want	the	work	performed	or	not.	Their	feedback	will	confirm	the	team’s	understanding	of	the	process,	and	sometimes	can	even	shorten	fieldwork	time	because	the	process	leader	will	begin	to
indicate	which	controls	were	not	done	or	are	not	working	as	intended.The	Goal:	Enabling	Positive	ChangeAggregating	and	analyzing	internal	organizational	data,	external	subject	matter	expertise,	and	internal	control-related	data	should	provide	the	internal	audit	team	a	solid	understanding	of	how	the	process	works,	the	key	risks	managed	by	the
process,	and	how	the	internal	audit	team	should	spend	their	time	and	resources	to	carry	out	the	process.	Internal	auditors	who	can	create	and	document	audit	programs	from	scratch	—	and	do	not	rely	solely	on	template	audit	programs	—	will	be	more	capable	and	equipped	to	perform	audits	over	areas	not	routinely	audited.	When	internal	audit	can
spend	more	of	their	time	and	resources	aligned	to	their	organization’s	strategy	and	key	objectives,	internal	auditor	job	satisfaction	will	increase	because	they	will	be	taking	on	more	interesting	projects.	The	Audit	Committee	and	C-suite	may	become	more	engaged	with	internal	audit’s	work	in	strategic	areas.	Perhaps	most	importantly,
recommendations	made	by	internal	audit	will	have	a	more	dramatic	impact	to	enable	positive	change	in	their	organizations.Ready	to	build	an	effective	audit	program	from	the	ground	up?	For	a	deeper	dive	into	the	subject	with	more	best	practices,	resources,	and	insights,	download	the	full	ebook,	Planning	an	Audit	From	Scratch:	A	How-To	Guide.Vice
Vicente	started	their	career	at	EY	and	has	spent	the	past	10	years	in	the	IT	compliance,	risk	management,	and	cybersecurity	space.	Vice	has	served,	audited,	or	consulted	for	over	120	clients,	implementing	security	and	compliance	programs	and	technologies,	performing	engagements	around	SOX	404,	SOC	1,	SOC	2,	PCI	DSS,	and	HIPAA,	and	guiding
companies	through	security	and	compliance	readiness.	Connect	with	Vice	on	LinkedIn.	The	audit	rationale	is	why	the	audit	is	required.	For	most	audits,	the	why	is	usually	answered	by	the	design	of	the	audit	program.	Whether	it	be	for	Good	Laboratory	Practice,	Good	Clinical	Practice,	or	Good	Manufacturing	Practice.	You	should	not	be	conducting
audits	for	which	there	is	no	purpose.	So	find	out	the	why;	otherwise,	you	do	not	know	the	critical	areas	to	be	audited.	2.	Audit	Objectives	Define	the	audit	objectives	to	meet	the	audit	rationale.	What	is	to	be	accomplished	by	the	audit.	Audit	Objective	examples	To	qualify	a	supplier	for	the	provision	of	critical	reagents	to	be	used	in	analytical	chemistry.
To	provide	management	assurance	that	the	facilities	and	processes	are	in	compliance	with	GLP.	To	qualify	the	service	provider	for	the	provision	of	contract	archiving	of	regulatory	records.	3.	Audit	Criteria	These	are	the	regulations,	standards,	industry	guidance,	and	documented	instructions	against	which	the	audit	will	be	conducted.	Documented
instructions	may	include	policies,	standard	operating	procedures,	work	instructions,	study	plans,	and	protocols.	If	the	audit	is	of	a	supplier,	verify	which	regulation	or	standard	they	comply	with	at	the	planning	stage.	There	is	nothing	worse	than	travelling	to	a	site	only	to	find	that	they	do	not	operate	according	to	the	audit	criteria	in	the	plan.	4.	Audit
Scope	The	audit	scope	is	the	extent	and	boundaries	of	the	audit.	Generally,	it	includes	a	description	of	the	physical	locations,	functions,	organisational	departments,	activities,	processes,	and	possibly	the	time	period.	5.	Audit	Activities	To	describe	the	methods	to	be	used	during	the	audit.	The	audit	may	use	one	or	more	of	these	methods;	Tour	of
facilities	Observation	of	activities	Review	of	documented	procedures	Review	of	records	Interviews	6.	Audit	Team	Who	will	be	conducting	the	audit?	Will	it	be	one	auditor	or	a	team	of	auditors.	If	there	is	an	audit	team,	the	Lead	Auditor	should	be	identified	and	the	central	point	of	communication	for	the	audit	client,	auditees,	and	the	audit	team.	The
roles	of	the	audit	team	may	be	listed	especially	if	they	are	a	specialist	in	specific	areas.	7.	Audit	Location	Where	will	the	audit	be	conducted.	Previously,	this	would	have	been	on-site,	but	with	technology’s	abilities,	the	option	of	conducting	the	audit	virtually	can	be	considered.	On-site	or	virtual	will	be	dependant	on	the	audit	objectives.	If	the	audit
objectives	can	be	met,	conducting	the	audit	virtually	may	be	a	better	option.	8.	Audit	Timing	Of	course,	if	the	audit	is	observing	an	activity,	the	timing	is	determined	by	the	activity.	However,	document	reviews	could	be	performed	with	more	flexibility.	Be	mindful	of	a	never-ending	audit	and	consider	the	auditee’s	other	commitments	when	you	require
their	input.	Of	course,	there	is	probably	never	a	perfect	time	to	conduct	an	audit,	but	you	need	to	have	agreement	from	the	auditee	that	they	will	commit	to	a	time.	9.	Audit	Reporting	Plan	the	output	of	the	audit	in	advance.	Reporting	the	audit	results	should	be	defined	in	internal	procedures;	however,	include	in	the	audit	plan	for	the	audit	client	and
auditee	to	be	informed	and	agree.	Format	of	the	report.	Will	it	include	a	list	of	documents	reviewed,	an	outline	of	processes	and	findings.	This	information	will	support	you	in	making	audit	notes.	The	timelines	for	providing	the	report.	Remember	to	include	sufficient	time	to	write	the	report,	peer	review,	and	other	internal	administration	tasks.	The
timeframe	for	responses	to	the	audit	results	are	to	be	provided	by	the	auditee.	Download	our	Audit	Plan	template	designed	for	conducting	an	external	vendor	audit	here.	Share	—	copy	and	redistribute	the	material	in	any	medium	or	format	for	any	purpose,	even	commercially.	Adapt	—	remix,	transform,	and	build	upon	the	material	for	any	purpose,
even	commercially.	The	licensor	cannot	revoke	these	freedoms	as	long	as	you	follow	the	license	terms.	Attribution	—	You	must	give	appropriate	credit	,	provide	a	link	to	the	license,	and	indicate	if	changes	were	made	.	You	may	do	so	in	any	reasonable	manner,	but	not	in	any	way	that	suggests	the	licensor	endorses	you	or	your	use.	ShareAlike	—	If	you
remix,	transform,	or	build	upon	the	material,	you	must	distribute	your	contributions	under	the	same	license	as	the	original.	No	additional	restrictions	—	You	may	not	apply	legal	terms	or	technological	measures	that	legally	restrict	others	from	doing	anything	the	license	permits.	You	do	not	have	to	comply	with	the	license	for	elements	of	the	material	in
the	public	domain	or	where	your	use	is	permitted	by	an	applicable	exception	or	limitation	.	No	warranties	are	given.	The	license	may	not	give	you	all	of	the	permissions	necessary	for	your	intended	use.	For	example,	other	rights	such	as	publicity,	privacy,	or	moral	rights	may	limit	how	you	use	the	material.	Audit	Plan	refers	to	the	scheme	formulated	by
the	auditor	that	comprises	of	strategy	or	approach,	that	is	followed	for	carrying	out	audit.	On	the	other	hand,	audit	programme	implies	a	range	of	verification	procedures,	which	are	applied	to	the	final	accounts,	to	acquire	audit	evidence,	and	thus	helping	auditor	in	providing	an	informed	opinion.	While	conducting	the	audit,	the	auditor	requires
evidence,	in	support	of	his	opinion.	A	collection	of	evidence	is	the	beginning	of	the	auditing	process.	And	to	do	so,	an	auditor,	drafts	a	proper	sketch	of	work,	along	with	the	techniques.	Audit	Plan	and	Audit	Programmes	are	the	two	major	tools	used	by	the	auditor	for	this	purpose.	To	a	layperson,	there	is	no	difference	between	these	two,	but	the	fact	is
there	is	a	fine	line	of	demarcation	amidst	audit	plan	and	audit	programme,	which	we’ve	compiled	in	the	given	article.	Have	a	look.	Content:	Audit	Plan	Vs	Audit	Programme	Comparison	Chart	Definition	Key	Differences	Conclusion	Comparison	Chart	Basis	for	ComparisonAudit	PlanAudit	Programme	MeaningAudit	plan	refers	to	the	strategies	or
guidelines	which	are	followed	by	the	auditor	for	conducting	audit.Audit	programme	is	the	list	of	steps,	that	are	to	be	followed	by	audit	staff	to	obtain	sufficient	audit	evidence.	What	is	it?Basic	principle	of	audit.Series	of	examination	and	verification	steps.	StepFirstSecond	Definition	of	Audit	Plan	Audit	Plan	can	be	understood	as	the	plan	for	carrying
out	the	audit	of	an	organization,	which	comprises	of	strategies	or	guidelines.	Audit	Plan	is	the	fundamental	principle	of	the	audit,	which	says	that	the	auditor	should	acquire	details	of	the	business	undertaken	by	the	client.	This	is	to	ascertain	the	nature,	time	and	extent	of	audit	procedures,	which	is	carried	out	by	the	engagement	team	members.
Besides	other	facts,	it	should	be	developed	to	cover:	Obtaining	knowledge	of	client’s	business,	i.e.	policies,	accounting	system,	internal	control	procedures,	etc.	Setting	up	the	certain	degree	of	reliance	that	rests	on	internal	control.	Ascertaining	the	nature,	time	and	extent	of	the	procedures	of	the	audit.	Coordinating	the	audit	work.	Audit	planning	is	a
regular	process,	which	starts	just	after	the	accomplishment	of	the	previous	audit	and	tends	to	last	until	the	accomplishment	of	current	engagement.	The	audit	plan	should	be	so	flexible	that	they	can	be	changed	or	revised,	as	per	the	circumstances.	Definition	of	Audit	Programme	An	audit	programme	is	the	blueprint	of	the	audit	plan,	which	specifies,
how	the	audit	is	to	be	performed,	who	is	going	to	perform	and	what	are	the	steps	to	be	followed	for	conducting	the	same.	It	is	a	set	of	instructions,	which	audit	staff	pursues,	for	proper	execution	of	audit.	Once	the	audit	plan	is	formulated,	an	audit	programme,	comprising	of	various	steps,	is	developed.	It	is	nothing	but	a	comprehensive	plan	for
implementing	audit	procedures,	in	specific	conditions,	with	directions	for	selecting	the	appropriate	method	for	attaining	audit	objectives.	It	is	primarily	based	on	the	size	of	the	entity	and	similar	other	factors.	The	audit	programme	determines	what	and	how	much	evidence	or	facts	are	to	be	obtained	and	analyzed.	Further,	it	chalks	out	responsibilities
for	the	audit	staff,	to	conduct	the	audit.	The	audit	programme	should	be	flexible	enough	to	be	revised,	as	per	the	prevailing	conditions.	The	difference	between	audit	plan	and	audit	programme	can	be	drawn	clearly	on	the	following	grounds:	Audit	plan	is	defined	as	the	scheme	or	design	prepared	by	the	auditor	for	conducting	an	audit,	in	an	effective
manner.	On	the	other	hand,	audit	programme	refers	to	an	exhaustive	plan	which	comprises	of	a	list	of	verification	steps,	to	be	implemented,	to	the	final	accounts	of	the	organization,	to	collect	sufficient	facts	and	evidence,	so	as	to	facilitate	the	auditor	for	expressing	the	opinion.	An	audit	plan	is	nothing	but	a	first	and	foremost	principle	of	the	audit.
Conversely,	audit	programme	is	a	series	of	examination	and	verification	steps.	The	audit	plan	is	designed	by	the	auditor	first,	after	which	a	comprehensive	audit	programme	comprising	various	steps	is	created.	Conclusion	Audit	evidence,	play	a	crucial	role	in	auditing,	as	they	provide	the	reasons,	to	believe	that	whether	a	particular	thing	is	true	or	not.
Both	audit	plan	and	audit	programmes	are	helpful	in	obtaining	the	relevant	evidence,	so	as	to	support	auditor’s	opinion	on	the	report.	Moreover,	they	keep	audit	cost	at	the	reasonable	level	and	also	keeps	a	check	on	the	activities	of	the	business,	if	implemented	in	an	effective	way.	For	a	simple	little	document,	it’s	hard	to	believe	the	amount	of
confusion	an	“audit	plan”	causes,	and	the	amount	of	time	that	is	spent	by	people	in	a	role	(similar	to	mine,	at	SQMC)	who	train	auditors,	to	explain	the	who/what/how/where/when	of	audit	plans!	Firstly,	there	is	the	confusion	that	comes	by	mixing	up	audit	plans	and	audit	programmes	or	audit	schedules;	so	let's	lay	that	to	rest	right	away.	An	audit
programme	or	schedule	is	a	“set	of	one	or	more	audits	planned	for	a	specific	time	frame	and	directed	towards	a	specific	purpose”.	So,	it’s	a	timetable	of	the	audits	to	be	carried	out,	usually	over	12	months	but	can	be	longer	or	shorter.	An	audit	plan,	however,	is	a	“description	of	the	activities	and	arrangements	for	an	audit”.	And	since	we	are	providing
all	the	definitions	we	need	here	(courtesy	of	ISO	9000:2015	–	Quality	Management	Systems	–	Fundamentals	and	Vocabulary*)	let’s	just	add	in	the	official	definition	of	"audit",	which	is	a	“systematic,	independent	and	documented	process	for	obtaining	objective	evidence	and	evaluating	it	objectively	to	determine	the	extent	to	which	the	audit	criteria	are
fulfilled”.	So,	the	audit	plan	is	a	tool	used	by	the	auditor	to	ensure	that	appropriate	attention	is	devoted	to	important	areas,	potential	problems	are	promptly	identified,	work	is	completed	expeditiously,	and	work	is	properly	coordinated.	Audit	planning	means	developing	a	general	strategy	and	a	detailed	approach	for	the	expected	nature,	timing,	and
extent	of	the	audit.	The	auditor	plans	to	perform	the	audit	in	an	efficient	and	timely	manner,	and	putting	the	plan	together	also	allows	the	auditor	to	make	a	judgment	about	the	feasibility	of	the	audit.	Audit	planning	means	developing	a	general	strategy	and	a	detailed	approach	for	the	expected	nature,	timing,	and	extent	of	the	audit.	On	working	out
the	time	that	the	audit	will	take,	the	auditor	must	be	sure	he/she	can	collect	sufficient,	valid,	reliable,	verifiable	evidence	to	make	a	reasoned	judgment	in	accordance	with	the	audit	objective	(most	commonly	on	the	degree	of	conformity	with	audit	criteria).	An	audit	plan	will	identify	any	risks	to	achieving	the	audit	objective,	and	the	auditor	has	the
option	to	reduce	the	scope	and/or	the	number	of	criteria	he/she	is	auditing	against	if	he/she	needs	to	because	of	risk	or	feasibility	issues.	So	here	are	the	7	key	factors	a	normal	audit	plan	will	include	or	reference,	as	a	minimum:-	Audit	objective,	scope,	and	criteria.	Clear	identification	of	the	organisation,	functional	area,	department,	as	well	as
processes	to	be	audited.	Any	pertinent	reference	documents.	Locations,	dates,	anticipated	times,	and	duration	of	audit	activities	(interviewing,	observation,	and	evaluation	of	documented	information).	Requirements	for	the	auditor	or	audit	team	members	to	be	inducted	into	the	auditee’s	facilities	and	processes,	(perhaps	involving	a	tour),	and	a	review
of	information	provided	by	the	auditee.	Information	on	sampling.	Resources,	both	those	to	be	deployed	by	the	auditor	and	those	provided	by	the	auditee	to	allow	for	a	successful	audit.	Happy	auditing!	*NB	Sign	up	for	an	SQMC	ISO	9001	Internal	Auditor	or	Lead	Auditor	course	and	receive	a	free,	licensed	copy	of	ISO's	Fundamentals	and	Vocabulary;
worth	£230	if	purchased	from	the	British	Standards	Institute!	To	maintain	ecological	balance,	forests	play	a	vital	role,	which	cannot	be	neglected.	When	a	huge	area	of	land	is	covered	by	trees,	shrubs,	bushes	and	other	plants,	and	not	used	for	other	purposes,	it	is	called	a	forest.	Nowadays,	due	to	the	rapid	increase	in	industrialization	and	urbanization
forests	are	being	cleared	for	urban	land	use.	This	practice	of	cutting	down	the	trees	of	the	forest	and	transforming	them	for	other	purposes	is	called	deforestation.	As	deforestation	has	a	number	of	…	[Read	more...]One	can	guess	a	person's	belongingness	to	a	particular	place	before	they	introduce	themselves	easily	by	recognizing	their	race	or
ethnicity.	Basically,	these	are	two	ways	which	classify	people	according	to	their	characteristics,	into	various	social	groups.	The	race	is	understood	as	the	division	of	human	beings,	depending	on	their	biological	attributes	such	as	skin	colour,	built,	hair,	height,	eye	formation,	etc.	On	the	other	hand,	ethnicity	refers	to	the	state	of	being	from	a	specific
social	…	[Read	more...]In	the	business	world,	customers	are	given	topmost	priority.	If	the	customer	is	happy	and	satisfied	with	your	offering,	it	can	do	miracles	for	your	business.	Customer	service	is	all	about	the	customer's	interaction	with	the	company's	executive	at	the	time	of	seeking	assistance,	concerning	the	company's	product	or	service.	It	is
often	contrasted	with	the	word	'customer	experience',	which	is	a	broader	concept,	in	comparison	to	customer	service.	Customer	Experience	is	about	analysing	how	the	…	[Read	more...]In	economics,	Human	capital	refers	to	the	skilled,	educated,	trained	and	competent	people	who	are	able	to	produce	more	human	capital,	which	adds	to	the	strength
and	wealth	of	a	country	or	company,	and	helps	in	the	achievement	of	goals	timely,	smoothly	and	effectively.	On	the	contrary,	Human	Development	is	all	about	increasing	the	quality	of	human	life,	i.e.	improvement	in	the	lives	of	people,	opportunities	to	grow	and	make	better	choices.	So,	human	development	is	nothing	but	is	the	overall	…	[Read
more...]A	number	of	approaches	to	management	has	been	coined	so	far	which	seeks	to	describe	the	nature	and	content	of	the	management	with	different	assumptions	and	views.	Of	all	the	approaches	developed	systems	approach	has	an	upper	hand	over	the	other	approaches,	because	of	its	closeness	to	reality.	It	suggests	definite	solutions	to	the
problems.	On	the	other	hand,	the	contingency	approach	is	an	extended	version	of	the	systems	approach.	It	relies	on	the	assumption	that	there	is	no	single	way	of	…	[Read	more...]While	industrial	relations	is	clearly	associated	with	trade	unions,	collective	bargaining	and	industrial	actions.	Employee	relations	stress	on	the	management	of	the
employment	relationship	while	developing	a	positive	psychological	contract.	Industrial	relations	and	employee	relations	are	the	two	common	terms,	which	highlights	a	process	through	which	people	and	their	organization	connect	and	communicate,	at	the	workplace,	for	reason	such	as	smooth	functioning	of	the	organization	and	their	…	[Read
more...]The	word	'introduction'	needs	no	introduction,	as	we	all	are	quite	familiar	with	it,	due	to	its	recurrent	usage	in	our	day	to	day	life.	In	general	sense,	it	implies	the	official	presentation	of	one	person	to	another.	However,	when	it	comes	to	submission	of	reports,	assignments	or	other	documents,	it	refers	to	the	preliminary	piece	of	information
provided	at	the	beginning,	to	have	an	idea	of	what	the	document	contains	and	why	it	is	prepared.	Many	of	us	think	that	executive	summary	is	similar	…	[Read	more...]Programmed	Decisions	can	be	understood	as,	those	decisions	which	can	be	taken	with	the	help	of	customary	or	routine	approach.	On	the	other	hand,	Non-programmed	Decisions	are	the
ones	that	are	taken	when	there	is	a	rare	or	unexpected	problem	faced	by	organizations.	Decision	making	is	a	tough	task	wherein	a	person	has	to	weigh	all	the	pros	and	cons	of	each	alternative,	in	order	to	logically	choose	one	course	of	action	out	of	the	various	alternatives	available.	While	making	any	decisions,	one	…	[Read	more...]In	economics,
depreciation	and	devaluation	of	currency	are	the	two	measures	of	changing	the	relative	price	of	imports	and	exports	of	goods.	Depreciation	of	currency	implies	the	drop	in	the	market	value	of	the	domestic	currency	with	respect	to	foreign	currency.	On	the	contrary,	the	Devaluation	of	currency	can	be	understood	as	the	government's	conscious
downward	adjustment	of	the	market	value	of	the	domestic	currency	in	relation	to	gold	and	reserve	currency.	According	to	the	theory	of	…	[Read	more...]The	market	can	be	understood	as	the	place,	through	which	the	business	firm	delivers	value	to	its	customers.	The	market	can	be	divided	into	the	business	market,	which	sells	goods	to	those	entities
that	use	it	for	further	production	or	resale,	and	consumer	market,	which	can	be	understood	as	the	marketplace	for	consumers,	wherein	products	are	sold	by	the	business	entities	to	the	consumers,	for	final	consumption.	The	crucial	difference	between	consumer	market	and	business	market	is	that	in	a	…	[Read	more...]


