
	

Audit	Planning	is	a	
Two-Way	Street:		

Both	the	Auditor	and	the	
Company	Need	to	Be	Involved	
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Audit	planning	procedures	are	the	first	and	most	important	step	in	carrying	out	a	successful	audit.	
Without	 adequate	 planning,	 the	 likelihood	 of	missing	 a	 significant	 risk	 area	 or	 encountering	
engagement-related	problems	increases	considerably.	As	baseball	great	and	noted	philosopher,	
Yogi	 Berra,	 puts	 it:	 “If	 you	 don’t	 plan	 on	where	 you	 are	 going,	 you	 could	 end	 up	 someplace	
different!”		

Often,	inadequate	attention	is	given	to	audit	planning.	This	leads	the	auditor	down	the	path	of	
using	the	“same	as	last	year”	approach	to	planning,	often	referred	to	as	“SALY.”	Using	the	SALY	
approach	to	planning	will	very	likely	cause	you	to	end	up	someplace	different,	as	Mr.	Berra	states.			

A	meaningful	audit	plan	should	consider	10	basic	steps.	If	routinely	followed,	the	audit	process	is	
improved,	resulting	in	a	higher	quality	audit	and	an	overall	reduction	of	time.		

TALK TO YOUR CLIENT 

The	first	step	to	planning:	talk	to	your	client.	At	the	onset,	the	auditor	should	discuss	the	
nature	of	the	engagement,	the	client’s	business	and	industry	trends.	Insights	gained	from	this	
discussion	assists	the	auditor’s	navigation	throughout	the	audit	planning	procedures.	Doing	so	
sets	the	stage	for	an	active	two-way	communication	process	between	the	client	and	auditor,	
and	results	in	all	parties	being	fully	engaged	for	the	completion	of	a	successful	audit.		

GAIN A CLEAR PICTURE 

The	second	basic	step	to	a	meaningful	audit	plan:	gain	a	clear	picture	of	what	happened	during	
the	year	and	resulting	change	in	risks.	The	auditor	should	also	ask	about	recent	developments	in	
the	 company	 that	 would	 cause	 the	 audit	 to	 differ	 from	 prior	 years.	 Developments	 such	 as	
mergers,	new	locations	or	new	product	lines	have	significant	impacts	on	the	audit	plan	for	the	
current	year.	

If	 possible,	 these	 discussions	 should	 take	 place	 at	 the	 client	 location.	 Going	 on-site	will	 also	
provide	the	auditor	the	opportunity	to	meet	with	key	employees	or	new	employees,	as	well	as	
see	any	changes	in	the	overall	operations	of	the	client.		

PREPARE COMPLETE LIST OF ITEMS 

Next,	the	auditor	should	prepare	a	complete	list	of	 items	that	are	needed	from	the	client	to	
complete	the	audit.	The	SALY	approach	copies	the	prior	year’s	list	of	client	prepared	schedules	
without	regard	to	any	changes	at	the	client.	A	meaningful	audit	plan	should	provide	an	updated	
list	of	client	prepared	items	that	considers:	
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1. New	schedules	because	of	changed	risk	profiles	at	the	client	
2. New	schedules	resulting	from	a	change	in	audit	approach	
3. Example	schedules	and	templates	to	ensure	the	client	adheres	to	the	desired	format	
4. Insertion	of	agreed	upon	due	dates	for	each	schedule		
5. For	larger	clients,	identify	and	document	the	individual	responsible	for	the	completion	of	

the	schedule	agreed	to	by	the	client	

UNDERSTAND CLIENT NEEDS 

The	 fourth	 step:	 get	 a	 clear	 understanding	 of	 when	 the	 client	 needs	 the	 audit	 report	 and	
establish	a	plan	to	meet	that	delivery	date.	Knowledge	of	the	delivery	date	needs	 is	essential	
during	 planning,	 as	 it	 influences	 the	 timing	 for	 the	 client	 prepared	 schedules	 and	 allows	 the	
auditor	to	plan	for	audit	steps	to	be	completed	in	ample	time.		
	
Developing	a	plan	to	complete	all	of	the	work	in	the	field	is	the	fifth	basic	step	to	meaningful	
planning.	Leaving	the	client’s	location	without	completing	the	fieldwork	will	result	in	remaining	
work	 for	 completion	 in	 the	 office.	 When	 this	 occurs,	 hours	 into	 the	 audit	 can	 become	
unmanageable	and	increase	the	possibility	of	delivery	delays.		
	
When	the	audit	team	leaves	the	field	without	the	work	complete,	the	remaining	work	is	often	
the	most	 difficult	 and	 risky.	 In	 the	 office,	 the	 audit	 team	must	 sort	 out	 these	 difficult	 areas	
without	the	benefit	of	easily	accessing	client	staff	available	to	assist	with	questions	and	obtaining	
supporting	documentation.	 In	the	office,	the	auditor	has	been	away	from	the	client	and	must	
attempt	to	retool	themselves	with	client	knowledge.	The	“retooling”	process	adds	time	to	the	
audit	and	increases	audit	risk.	
	
Having	a	plan	to	minimize	the	number	of	starts	and	stops	is	the	next	step	toward	meaningful	
planning.	When	the	auditor	has	a	solid	plan	to	complete	all	of	the	work	in	the	field	and	has	been	
fully	engaged	in	dialogue	with	the	client,	the	number	of	starts	and	stops	will	diminish	significantly.		
	
Continuous	 starting	 and	 stopping	 adds	 significant	 time	 to	 the	 audit,	 while	 simultaneously	
increasing	audit	 risk.	Establishing	a	plan	 to	 fully	 complete	an	audit	area	before	moving	on	 to	
another	audit	area	will	minimize	risk	and	decrease	additional	time.	In	addition,	each	audit	firm	
should	develop	a	culture	that	all	staff	are	expected	to	get	it	right	the	first	time	and	not	assume	
the	review	process	will	catch	any	issues.		
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All	audits	are	not	the	same,	just	as	all	clients	are	not	the	same;	the	degree	of	complexity	and	risk	
changes	with	each	audit.	However,	most	audit	firms	use	a	“one	size	fits	all”	or	standardized	audit	
approach	 for	 every	 audit.	 Standardized	 audit	 approaches	 can	 interfere	with	 planning,	 as	 the	
auditor	 spends	 more	 time	 filling	 out	 forms	 than	 on	 effective	 planning.	 The	 seventh	 step	 to	
meaningful	planning	is	to	match	the	extent	of	planning	with	the	level	of	client	complexity	and	
risk.	
	
The	audit	team	should	look	to	customize	and	eliminate	forms	when	the	audit	complexity	is	low.	
In	circumstances	such	as	this,	the	risks	are	more	efficiently	explained	through	an	audit	risk	memo.	
When	filling	out	all	the	forms	using	a	standardized	audit	approach,	audits	of	this	nature	tend	to	
be	over	planned.	As	such,	 it	causes	the	audit	team	to	question	the	value	of	planning	and	 is	a	
contributing	factor	in	an	audit	team’s	use	of	the	SALY	approach	to	planning.	
	
On	 the	 other	 hand,	 larger	more	 complex	 audits	 can	 have	 the	 tendency	 to	 be	 slightly	 under	
planned	 when	 using	 standardized	 audit	 approaches.	 Generally,	 audits	 of	 this	 nature	 have	
numerous	 risks	 that	 are	 linked	 together;	 and	 most	 standardized	 checklist	 audit	 approaches	
generally	do	not	have	an	effective	process	to	link	the	risks	together.	
	
The	issuance	of	new	accounting	standards	is	a	common	occurrence	in	the	world	today.	Preparing	
drafts	of	 footnote	 for	new	accounting	standards	 is	 the	next	step	 in	developing	a	meaningful	
plan.	Doing	so	during	planning	will	allow	for	the	auditor	and	the	client	to	have	sufficient	time	to	
discuss	and	understand	the	new	standard	and	related	draft	footnote.		
	
Generally,	the	audit	team	has	other	deliverables	their	client	is	expecting,	such	as	management	
letter	and	tax	returns.	The	ninth	step	in	developing	a	meaningful	plan	is	for	the	auditor	to	gain	
an	understanding	from	the	client	on	timing	and	expectations	for	other	services.,	Client	service	
is	positively	or	negatively	impacted	depending	on	when	the	audit	team	delivers	the	complete	set	
of	 services.	Meeting	 one	deadline	 is	 not	 satisfactory	when	one	or	more	 additional	 items	 are	
delivered	late.	When	the	auditor	is	having	planning	meeting	with	their	client,	those	discussions	
must	include	timing	and	expectations	of	the	other	deliverables.	Then,	the	auditor	can	consider	
those	items	and	develop	the	plan	to	meet	or	exceed	client	expectations.	

PREPARE A TIME SCHEDULE AND STAFFING BUDGET 

Finally,	prepare	a	time	schedule	and	staffing	budget	that	covers	the	audit	from	beginning	to	
end.	Most	audit	firms	schedule	staff	for	fieldwork	only.	Planning	and	wrap	up	occur	 in	“when	
there	 is	 time	mode.”	Planning	 in	 this	mode	also	perpetuates	 the	 SALY	approach	 to	planning.	
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Unscheduled	 wrap	 up	 becomes	 the	 “black	 hole”	 in	 audit	 hours	 build	 up.	 Moving	 toward	
scheduling	the	entire	audit	from	beginning	to	end	might	require	a	culture	shift	in	the	CPA	firm,	
but	the	results	are	worth	the	effort.	If	the	entire	process	is	scheduled,	the	audit	team	will	deliver	
a	high	quality	audit,	exceed	client	expectations	and	dramatically	reduce	time	on	the	audit.	

CONCLUSION 

The	ultimate	success	of	all	audits	largely	depends	on	the	actions	taken	and	thought	given	during	
the	planning	stages.	The	10	basic	steps	to	audit	planning	are	linked	by	a	common	theme:	client	
engagement	 in	 the	planning	process.	Although	the	specifics	of	audit	planning	should	vary	by	
client,	actively	engaging	your	client	in	the	planning	must	be	the	goal	on	every	audit.		
	
The	 webcast	 that	 supplements	 this	 article	 discuss	 simplified	 methods	 for	 planning	 risk	
assessment	on	lower	risk	audits	and	discuss	common	sense	approaches	to	better	engage	your	
client	in	the	planning	process.		
	
	
		

	

	

	

	

	


