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Reviewing the Audit Plan

At least once a year, but possibly more frequently, both your internal and
external audit teams will ask you to review their audit plans and approve
them. If you aren’t familiar with audit plans, you may well be asking
yourself how to do this and how you can add value. In this article, | will
discuss:

Why draw up an audit plan?

Who is involved?

How is the audit plan produced?
What does the audit plan cover?
When is the audit plan written?

Your role in relation to the audit plan

I will finish with a “dashboard” of key questions for you to ask to satisfy
yourself that the plan has been drawn up appropriately and will deliver
the assurance that you need as an audit committee member. While |
concentrate on your role in relation to internal audit, many of these
points also relate to external audit.

Why draw up an audit plan?

An audit plan is needed to ensure that your auditors address all the main
areas of risk within your organisation and can provide assurance to
support your Annual Governance Statement or Statement on Internal
Control. At the end of each year the head of internal audit provides an
opinion on the effectiveness of the control environment so it is vital that
the plan is sufficient to support that opinion. It is also needed to ensure
auditors use their limited resources (budget, time, people and expertise)
to best effect. Almost inevitably audit needs outstrip audit resources and
the plan will help your audit team set its priorities, in discussion with you.

Who is involved?

The audit plan is normally drawn up by the head of internal audit, in
consultation with directors and members of the audit team. As the
internal audit plans and external audit plans should be aligned, each
should consult the other as part of this process.
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How is the audit plan produced?

The audit plan is ‘risk-based’ to address the financial and non-financial
risks faced by your organisation and your key priorities. Your
organisation’s risk register and the effectiveness of risk management will
be reviewed to help develop the plan. The plan may also include work to
be undertaken on behalf of your external auditor. The identified audits
will be balanced against the resources available and the plan drawn up
accordingly.

What does the audit plan cover?

The audit plan should show how your internal audit strategy is going to
be achieved in accordance with the section’s terms of reference. Plans
include a combination of planned work and allowances for reactive work.
They are always flexible so that they can reflect the changing risks and
priorities within your organisation. Plans will also include allowances for
“non-chargeable” time.

Planned audit work consists of a series of reviews of different aspects of
your organisation’s operations. The plan will include some high risk areas,
for example areas of significant financial risk or high profile projects or
programmes. Or they could be areas where there are concerns about
poor performance, fraud or emerging risks. Some higher risk audits may
feature annually in audit plans. Other areas, particularly financial
systems, may be audited regularly even if they are well controlled
because of their significance to the financial statements. The frequency
will usually be agreed with the external auditor. Other parts of the plan
will reflect the risks and priorities of the organisation and the judgement
of the head of internal audit.

Reactive audit work may include investigations, giving advice, supporting
working groups and other such matters. Non-chargeable time includes
annual leave, training, administration, team meetings etc. A working year
is approximately 260 days. A typical auditor (not a trainee or a manager)
will carry out about 200 audit days/year.

When is the audit plan written?

Detailed audit plans normally cover the organisation’s financial year,
although this is not mandatory. The audit plan is, therefore, generally
written a few months before the start of the audit year for approval by
the audit committee at the meeting before the start of that year. As the
plan has to be flexible, you should be kept informed of minor changes
and receive a revised plan for approval if there are any significant
changes during the year.

There may also be a strategic plan that outlines the main direction for the
audit team over a longer period than a year (perhaps three years). This is
particularly useful to understand the wider coverage of risks and controls.
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The audit committee’s role

The audit committee should be both challenging of the plan and
supportive in its delivery. You need to be sure that the organisation’s
risks and priorities are considered, that the plan is aligned with the audit
strategy and terms of reference, that internal and external audit have
liaised in drawing up their plans and that your auditors have exercised
their independence and have not been unduly influenced by others in
deciding what they will or (even more importantly) will not examine. You
could review the audit strategy and terms of reference at the same time
to ensure that they are still relevant and appropriate.

You also need to consider how the plan relates to other sources of
assurance to support the Annual Governance Statement or Statement on
Internal Control, for example assurance from the risk management
process or management assurances. Taken as a whole, will you get the
assurance you need?

Once the plan has been approved, your role is then to monitor activity
and outcomes against that plan. Is it being delivered? Is the audit work
delivering the expected outcome? You may also need to support your
auditors, if they are struggling to get auditee engagement or experience a
shortfall in resources. Above all, you are there to get action as a result of
audit work.

Key questions to ask:

1. Who did the head of internal audit liaise with in drawing
up this plan? Did this include external audit?

2. How does this audit plan link to our risk register and our
strategic plans?

3. What audits have you left off this plan and why? When do
you plan to carry out this work?

4. How does the audit plan fit with other assurance work?
Are there any gaps or is there duplication?
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