Tech-Driven
Audit Approach:

What You Need to Know

By John Colthart, SVP of Strategic Insights, MindBridge

eciding on the best audit ap-
Dproach isn't a cookie-cutter

process. While a long-standing
relationship with a client or in-depth in-
dustry knowledge can give auditors a
leg up, defining an effective audit ap-
proach requires careful consideration
and planning for every engagement.

After all, your audit teams understand
that every client is unique. So, deciding
on the best ways to approach an audit
will be too. Everything from the client’s
objectives and business operations to
known or unknown risks, internal con-
trols, and much more will determine
how you and your team go about any
particular audit.

However, there’s something else you
may need to think about that often goes
unmentioned: the role of technology in
your audit approach.

As this pandemic continues to pro-
pel widespread digital transformation
and standards evolve to embrace new
technologies, there is a growing need
for auditors to consider updating their
audit methodology too.

After all, a tech-driven audit approach
can not only help auditors work more
efficiently, but it may also allow them
to deliver greater value to their clients.
Whether it's Al auditing software or oth-
er financial automation tools, technol-
ogy serves to complement traditional
auditing processes and lays a founda-
tion for even better financial insights
over time.

How Does a Tech-Driven
Audit Approach Differ from
aTraditional Audit?

A tech-driven audit approach consid-
ers the use of technology right from
the get-go. It means there’s already
some level of buy-in from manage-
ment about auditing technologies, so
your people are trained on the tech
you’re using. You might even have
data handling processes set up to fully
leverage the capabilities of the new
auditing solution.

While reaching this level of technologi-
cal adoption might seem overwhelm-
ing, it shouldn’t have to be. With a little
support on your side from the right ven-
dor and a solid change management
plan, you'll be able to easily trial new
technologies and reach higher levels of
adoption at your own pace.

Then, as you go into new audit engage-
ments over time, it'll become second
nature for you to think about the role
of technology, how it will complement
your existing methodologies, and how
it may support your resources. From
the planning stages right through to
completion, you'll consider how to au-
tomate manual tasks, get extra valida-
tion and assertion, and perhaps even
uncover new insights that are buried in
the mounds of client financial data.

In other words, implementing a tech-
driven audit approach means you're
thinking ahead about how to best use
the technology to deliver a quality au-

dit. And you're identifying the specific
procedures or tasks where the auditing
technology will be most beneficial.

What are the Key Factors to
Consider in aTech-Driven
Audit Approach?

Defining a tech-driven audit approach
isn’'t entirely different than a traditional
one. It just requires another layer of
consideration about how the technolo-
gy fits into your methodologies. Below,
we’ll explore what a tech-driven audit
approach might look like and the areas
where technological considerations
can be made.

Understanding the Client’s
Business and Objectives

Whether you use technology in your
audit or not, getting to know your cli-
ent is a given. You'll need to consider
the industry they’re in, their business
operations, their audit objectives,
and other unique factors that pertain to
the organization to achieve an effective
assessment.

When defining objectives, it's also im-
portant to consider those beyond the
financial statement audits, too. In fact,
in a recent Deloitte report, 95% of the
351 C-suite, finance, and audit commit-
tee executives polled said that audits
should provide additional value beyond
an independent report on the histori-
cal financial information. Essentially,
clients are looking for deeper insights,
analysis, and recommendations.
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When you implement a tech-driven
audit approach, your audit team will
be able to automate manual tasks and
work more efficiently. That'll allow you
to assign extra resources to added-val-
ue services such as helping your client
uncover new insights. Using technol-
ogy, you're essentially able to broaden
your service offering and point your cli-
ents toward new opportunities that will
positively impact their business.

At this stage, you’ll also need to un-
derstand what financial software your
client is using and how you’re going to
best access the information you need.
With all this in mind, here are a few

questions to ponder to map out your
tech-driven audit:

* How will the technology you're
using offer your clients more in-
sights and value beyond the initial
scope of objectives?

Can your auditing technology sup-
port remote audits? Does the tech-
nology you have enable easy ac-
cess to the financial statements
and information?

Does the technology ensure full own-
ership over the data and keep your
client’s financial information secure?

When you implement a tech-driven audit approach,
your audit team will be able to automate manual tasks
and work more efficiently. That’ll allow you to assign
extra resources to added-value services such as helping
your client uncover new insights.

Conducting the Preliminary
Risk Assessments

Identifying risks of material misstate-
ment and their relative significance is
an integral part of defining your audit
approach. When you have a good un-
derstanding of the potential risks at
play, you’re better able to plan for and
execute a comprehensive and high-
quality audit.

At this stage, auditors will look over bal-
ance sheets and income statements to
spot any obvious inconsistencies. They
might also dive into subledger data
and run some preliminary testing on
journal entries. The challenge here
is that a traditional audit approach
will leave so much data untouched and
unexamined.

In a tech-driven audit approach, this is
a key area where your audit technol-
ogy can really make a difference. For
instance, if you’re using an Al auditing
platform, you'll be able to test 100%
of your client’s financial data and dive
into accounts receivable and accounts




payable subledgers to see if any oth-
er anomalies stand out. This allows
your team to conduct a deeper level
of preliminary risk analysis and po-
tentially uncover risks that weren’t on
your radar.

Consider the following on risks assess-
ment when building a tech-driven audit:

* How can you use your auditing tech-
nology to get a clearer picture of the
financial risks?

» Does your technology allow you to fil-
ter results and dive into your client’s
financial data to get a better under-
standing of those risks?

 If you save time by automating risk
assessment procedures, where else
can you apply resources to offer your
clients more value?

Evaluating the Company’s
Internal Controls

Evaluating the effectiveness of the
company’s internal control over finan-
cial reporting is another critical com-
ponent in your audit. Your auditors will
likely perform a series of tests to vali-
date how well internal controls are be-
ing upheld within the company.

In a tech-driven audit approach, the
technology can either complement or
replicate manual testing procedures
to achieve higher levels of assurance.
The technology might also point your
team to riskier data that will then open
up new conversations with your clients
about potential weaknesses in internal
controls.

For example, our Al auditing software
automatically identifies control points
to spot high-risk transaction data. The
auditing team can also adjust these
control points and use other capabili-
ties within the platform to recreate tra-
ditional control testing models.

All of this will allow your team to move
forward with greater confidence in the
audit engagement while ensuring high
levels of accuracy and diligence. Here'’s
more to think about:

* Does your technology complement
internal control testing or replicate
manual processes?

» What control testing models can you
effectively carry out using your tech-
nology?

» Can you adapt control points and
testing to different clients and indus-
tries?

Building the Plan for the
Audit Engagement

Putting together the audit plan outlines
why, how, and when you’re going to
execute the audit procedures. These
include everything from the planned
nature, timing, and extent of risk as-
sessment procedures, controls tests,
substantive procedures, and any other
relevant audit tasks.

When putting together the audit plan,
an auditor will usually provide exam-
ples and reports that justify why certain
procedures will be critical for the audit.
In a tech-driven audit, it's important to
consider how your technology can back
up your findings and assessments and
help you build a more complete plan.

This could include exporting powerful
visual graphs and data that support
your audit plan and substantiate the
details of specific procedures. Ulti-
mately, this gives the client a snapshot
view of where the auditors have identi-
fied risks and why certain procedures
are warranted.

Here are some tech-focused questions
to consider when creating your audit
plan:

* Does your technology allow you to
easily export information to build a
better audit plan?

» Can you customize graphs or visuals
to support the findings of your pre-
liminary risk assessment?

* Can you easily share information
with your client to help steer conver-
sations about the audit plan or other
potential opportunities?

Are You Ready to Embrace a
Tech-Driven Audit Approach?

The role of technology in audits is grow-
ing every day. More auditors are not
only embracing new tools such as Al
auditing software to support their audit
strategies, but industry standards are

If you’re using an Al auditing
platform, you’ll be able to test
100% of your client’s financial
data and dive into accounts
receivable and accounts

payable subledgers to see if
any other anomalies stand
out. This allows your team
to conduct a deeper level of
preliminary risk analysis and
potentially uncover risks that
weren’t on your radar.

also evolving to accommodate higher
levels of automation in audit practic-
es. Even the AICPA has announced
the Dynamic Audit Solution Initiative,
promising to create a new, innovative
process for auditing using technology.

Auditors who stick with the traditional
audit approach for fear of change are
going to be left behind.

John Colthart is SVP
of Strategic Insights
for Mindridge, a com-
pany that supports
clients through the
technology adoption
process and offers value-add services
to help reach company-wide success.
John has made clients successful in
every major market worldwide during
his 17-year career in technology lead-
ing world-class sales and professional
services organizations. This started
after his departure as a corporate
finance and accounting practitioner in
2000 so he could grow a startup to +425
employees and exit to IBM with a role
of VP Sales Operations in 2010. During
his stay at IBM, John held global roles
running sales enablement, offering man-
agement and design leadership within
the IBM Analytics division. He strives to
lead clients to effectively use analytics
to change the course of their business.
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