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Planning 1: Determining Engagement Objectives 
and Scope
• Determining the reasons for performing assurance engagement

1. The engagement was identified in the annual plan, based on the risk assessment
2. The engagement is part of the annual requirement to evaluate the organization 

system of internal controls (SOX 2002)
3. A recent event (fraud)
4. Change in the business or industry
• Books2Buy: cash disbursement process engagement was included in the annual 

audit plan (inherent risk)

• Establishing the engagement objectives
“To evaluate the design adequacy and operating effectiveness related to the cash 
disbursement process”



Planning 1: Determining Engagement Objectives 
and Scope
• Determining the scope of the engagement

• Scope: What is or is not included within the engagement (In scope/out of scope)
• In scope subprocess: invoice matching / disbursement input / payment process

• Determining expected outcomes and deliverables
• Begin with an end in mind
• Potential outcomes of the test are:
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Planning 1: Determining Engagement Objectives 
and Scope
• Determining expected outcomes and deliverables (continued)

• Auditee expectations regarding the engagement communication
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Planning 2: Understanding the auditee (process)

• Determining key process objectives (according to COSO)
1. Strategic objectives
2. Operations objectives
3. Reporting objectives
4. Compliance objectives

• Gathering information about how the process operates
• Process owner
• Ps&Ps
• Organizations chart 
• Job descriptions
• Relevant contacts, laws and regulations



Planning 2: Understanding the auditee (process)

• Performing analytical procedures
• High level assessments that may reveal process activities that need more attention 

and more detailed testing.

• Documenting the process flow
• To depict the current “AS-IS” state not the desired “TO-BE” state. WHY?
1. Process maps
2. Narrative memorandum



Planning 3: Identifying and Assessing Risks

• What is risk?
• Identify risks: brainstorming the possible risks
• Assess risks: 

1. impact 
2. likelihood



Planning 4: Identifying Key Controls

• Key control: an activity designed to reduce risks associated with a critical 
business objective

• Examples



Planning 5: Evaluating the adequacy of controls 
design

• Discussed with management
• Documented as preliminary engagement observation

Any gaps identified 
should be:

1. Design is adequate with no gaps
2. Design is adequate with minor gaps
3. Design is inadequate with significant gaps

Three conclusions can 
be regarding the 

adequacy of control 
design:



Planning 6: Creating a Test Plan

To gather sufficient appropriate audit 
evidence:

IA auditors should do the following to 
create a test plan:
• Determine which controls to test their operating effectiveness 

(control design is adequate)
• Develop a testing approach: nature/extent/ timing of audit tests
• Document the testing approach (see next slide)



Testing Approach - Exmaples



Planning 7: Developing a Work Program

• A document that lists the procedures to be followed during the 
engagement

• Standards template or checklist
• A memo summarizing the tasks completed



Planning 8: Allocating resources to the 
engagement

Budgeting the 
resources

• Number of hours

Allocating proper HR

• Who?

Scheduling these 
resources to ensure 
completion on time

• Considering 
vacations/trainings 
etc



Performing 1: Conducting Tests to Gather 
Evidence
• Testing approach developed in planning phase is now executed to test 

operating effectiveness of ICs.
• Results of the tests. Results of Testing



Performing 2: Evaluating Evidence Gathered and 
Reaching Conclusions
• Based on the test results

Testing ConclusionResults of Testing



Performing 3: Developing Observations and 
Formulating Recommendations
• Observation: a finding derived from IAs test results
• Key Elements of audit observation:

1. Criteria
2. Condition
3. Cause
4. Effect



Performing 3: Developing Observations and 
Formulating Recommendations
• Example (Key Elements of audit observation) 



End of Chapter


