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Audit Planning Memorandum

Project Number:______

Project Name:______

Prepared By:____  Date:____

Reviewed By:____ Date:____


The purposes of the audit plan are, first, to contribute to the effectiveness of the audit and, second, to contribute to the audit efficiency.  This memorandum should be completed and approved as part of initial audit planning.  In completing this document there may be occassions when matters already documented in other work papers are relevant.  There is no need to re-write such material if a specific reference can be made. 

This memorandum is structured so that planning documentation common to all projects is presented.  All items should be read and considered on every project.  When a section is not applicable, indicate "N/A", with a brief explanation why it is not applicable.  

The planning memorandum is divided into four sections:

I. Introduction / Background

II. Management Concerns & Issues
III. Administration and job set up;

IV. Risk assessment; and

V. Nature and Scope of Audit

The Project Profile should be used as the starting point for project planning.
I. INTRODUCTION AND BACKGROUND
1. Introduction

2. Background – written for duplication in the audit report – Not more than ½ page
II. MANAGEMENT CONCERNS & ISSUES
1. Initial Management Concerns

2. Get out of jail free issues (management identified and disclosed issues – may be excluded from scope if properly communicated in risk committee)

III.
ADMINISTRATION AND SET UP
1.
Auditee contact
a.
Company management – primary contacts

List the names and titles of the Company's management with whom the Audit Team will have substantial contact in the course of the audit and the project sponsor.  

	Name
	Title
	Scheduled Vacation
	Email
	Phone Number

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


b.
Planning conference with management


A meeting with Company management should be held to discuss objectives, etc.  A typical agenda for the initial meeting may include the following:  



Identification of high risk areas;



Discussion of auditee’s concerns (eg. recurring problems, unreasonable policies and procedures).  Determine the auditee’s expectations of the project outcome to ensure that specific concerns they have may be built into the project;



Identification of changes since last audit (eg. system, operations, personnel);



Agreement of functions and related management control objectives to be tested;



Discussion of auditee's participation;



Explanation of the audit approach; 



Identification of possible efficiencies and cost savings;  



Role of the project sponsor;



Protocols for obtaining management comments; and



Timing of the review (including submission of draft report and anticipated date of closing meeting).

Management in attendance
	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Internal audit personnel in attendance:

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


2.
Audit team and external assistance


Ensure that the audit team is appropriately leveraged in terms of experience, given the relative complexity of the project.  Also consider the need for systems personnel or other specialist assistance.
	Audit Team
	Scheduled Vacation

	
	

	
	

	
	

	
	

	
	

	
	

	
	



Any work requiring systems specialty knowledge or other specialist assistance should be coordinated with the appropriate auditors in the planning phase of the engagement to ensure such work is done in a timely and efficient manner avoiding duplication of effort.  


IT auditor assistance:


List below the planned IT Auditor applications to be used on the engagement.  All application requests should be cleared through the appropriate manager.  

3. Audit Budget (time & cost)

IV.
RISK ASSESSMENT
A.
Risk Indicators

The project profile and the opening meeting held with manangement should provide a basis for the risk assessment process.  In evaluating the risk level of the project the following items should also be considered:

1.
Regulatory Requirements


Statutory and regulatory requirements impacting the project need to be considered and assessed in terms of their relevance to the project.  Consideration should also be given to the potential consequences of non-compliance with statutory and /or regulatory requirements and our role in detecting such non-compliance.  Our work should be planned to address this risk.

	Regulation
	Non-compliance Consequence

	
	

	
	

	
	

	
	

	
	

	
	

	
	


2.
Prior audits

a.
Previous audit history

Prior audit date:  ______________


Prior audit opinion: _____________


Direction of Risk from Prior Audit: __________


Key issues raised:
	Issue
	Corrective Action / Date

	
	

	
	

	
	

	
	

	
	

	
	

	
	


b.
Follow-up on Previous Audit Concerns


Review previous reports, management responses, exceptions noted last audit period, preaudit file comments, etc.  List items that require follow-up or special attention during the current audit (eg. recommendations not implemented).  

	Matters to be followed-up
	Working paper reference

	
	

	
	

	
	

	
	

	
	

	
	

	
	


3.
Extent of change

Document any significant current events, issues and considerations and how such conditions will impact the overall audit approach (restructuring, new products, changes in operations, management, changes in compliance requirements and other regulations, environment, etc.).  Consider management's position on operational change as well as other prior events and issues which have carry over impact on the current audit project.  

4.
Political sensitivity and technical difficulty of projects 


Projects considered to require a high level of technical competence and/or considered to be politically sensitive in nature (eg. involving sensitive contracts and the tendering process, or allocation of funds) should be treated as high risk.  Document below any areas assessed as high risk.
5.
Other factors

Consider the impact of other factors, including:



materiality of area under review



will the audit results be certified to any external body



will there be external audit reliance



is there a high risk of fraud



has management expressed any concerns about the area under review
B. 
Annual Risk Assessment Results
C.
Risk Assessment (Impact / Likelihood) - Overall Conclusion:
If the risk level, assessed as a result of the planning phase, differs from the risk indicated on the project profile, the reasons for the change should be documented.  Director sign-off on the revised risk assessment is required below.

_____________________

Internal Audit Director

V.
NATURE, OBJECTIVES, AND SCOPE OF THE AUDIT
Once determined, the detailed work to be performed should be documented in the standard form work program.  In determining the approach to the project the following issues should be considered:   

1.
Scope of the work to be performed

a)
Determine the specific functions to be reviewed.  For business process review projects, it may not be necessary to flowchart and process map all functions in the audit area.  Select those functions that are critical to the business unit achieving its objectives.  Where processes are cross-functional, define the extent of work to be performed in other business units.  

b)
For business units with more than one geographic location, determine (and justify) where the audit work is to be performed and what arrangements need to be made to complete testing outside (main location).  

c)
Where the project involves detailed transaction testing, a statistically based sampling approach should generally be used.  The justification for the sampling method and parameters selected should be documented in the appropriate sampling approach memo.  

SCOPE:

2.
Internal control evaluation


Prepare an "internal control questionnaire" to assist in risk evaluation and/or prepare an outline of desirable control techniques compared to those in place to reduce risk of error or other inaccuracies related to the accomplishment of management control objectives under audit.  


The degree of testing of such controls and techniques is based on auditors judgement depending on risk.  


Summarise below the internal control evaluation approach to be used for this audit area:  

3.
Operational and functional structure

Generally, process mapping, flowcharting, RACI, or narrative should be used for each audit area.  Indicate which method is to be utilised:  

· Process Mapping

· Flowcharting

· RACI (responsible, accountable, consult, inform)

· Narrative

· Other (describe)

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

___________________________________________________________________

4.
Sampling

The primary sampling applications employed in the audit will be (e.g. Attribute, Variables, Judgmental, Haphazard, Statistical):  
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