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Streamlining the process for leadership

by Bret Wichert

hile financial statement audits may seem intimidating,

they are a valuable service intended to help your

organization and its financial health. Audits don't
have to be overwhelming — in fact, if you proactively prepare
throughout the year, the audit process will go far more smoothly with
fewer delays throughout the engagement. Organizations commonly
make the mistake of waiting until year-end to prepare for their
upcoming audit, but if your leadership team and staff stay on top
of your internal procedures and keep your accounting records and
documentation organized throughout the year, most of the items
your auditors will request from you will already be prepared and

ready to go — which will save you time and money.
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Do all rescue missions and
ministries need an audit?
or rescue missions and min-
istries, the most common
reasons for hiring a profes-
sional independent CPA firm to do a
financial statement audit stem from
compliance requirements — whether
for your ECFA membership, your
organization’s bylaws, or bank and
loan covenants. In these situations,
such proof of compliance requires
the highest level of assurance on the
preparation and presentation of your
financial statements — which is
where the audit process comes in.
However, not every organization
needs to undergo a full financial
statement audit. Your auditors will
help advise you on what financial
statement service will best serve your

organization. ECFA members with

annual revenue below $3 million, for
example, can elect to do a financial
statement review or compilation
instead of a full audit. It is important
for your leadership team to under-
stand why you need a certain level of
assurance on your financial report-
ing, since the intended purpose of
the engagement will determine what
service your independent CPA firm

will perform for you.

Preparing for an audit
fyou've decided to engage your
auditors to perform a full financial
statement audit, what should your

leadership team do to prepare for it?

Here are five of the most important

things you can do right now and

throughout the audit to ensure the
experience is as beneficial and easy

as possible.
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1. Clean up your records

« Keep organized, clean records
throughout the year — your audit
team is not your bookkeeper
and shouldn’t have to spend valu-
able time and resources cleaning
up your books. Further, your
audit firm is an independent pro-
fessional whose opinion is based
on objective tests of the materials
and information you provide, not
performing the work that should
be handled by your own internal
accounting team. If your auditors
incur additional time adjusting
your books, you will likely face
‘an additional fee!

« Reconcile all accounts and close
your books on a regular basis.
Routinely following all month-end
and quarterly procedures — such



as reconciling the balance sheet
and using a closing checklist to
ensure all journal entries are
posted — not only will keep your
documentation organized for
your auditors, but also will show
you any issues or errors in your
accounting processes. Most
importantly, you will be able to
identify any issues early on, rather
than at year-end or the beginning
of your audit — and early identifi-

cation means earlier solutions.

While not all account reconcilia-
tions need to be monthly (for
example, items like fixed assets
and accrued expenses can be
reconciled quarterly in smaller
organizations), it is best practice
to make sure your leadership and
accounting team understands how

often your processes need to be
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performed and then performs

them consistently and accurately.

Use an electronic filing system
that keeps your information well-
organized and easy to access.
Knowing exactly where your
information is located and how
your filing system is structured
becomes especially useful and
efficient when the auditors send

you their list of requested items.

Remember that the auditors’
process also includes assessing
your organization’s internal
controls, systems, and processes.
Presenting your auditors with

a clean general ledger rather

than a messy one will show them
that management is attentive to
accurately following good proce-
dures. However, if you have any

“weak” procedures or controls,
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You should always
be “ready” for an
audit because the
procedures and
documentation
being tested are vital
controls that your
organization needs
to be following at

all times.

you should never try to hide that
from your auditors — they are
there to help you improve your
organization’s systems and internal
processes. Such elements will fac-
tor into what advice your auditors

give you for moving forward.

. Plan ahead and communicate

Keep your year-end audit in mind
throughout the year! Don't leave
your preparations, reconciliations,
and document organization for
the final weeks leading up to your
audit. You should always be
“ready” for an audit because the

procedures and documentation
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being tested are vital controls that
your organization needs to be
following at all times. Further,
auditors are not cheap, and any
additional time they incur waiting
for you to be ready could poten-

tially mean a higher fee for you.

Hold a pre-audit planning meeting
with your leadership team and
auditors to communicate timing,
requested items, risk areas, and
anything else the auditors need to
structure the engagement. Early
communication gives you time

to plan and prepare the necessary
materials. It also allows you to

become acquainted with your
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If you have any “weak”
procedures or controls,
you should never try
to hide that from your
auditors — they are
there to help you
improve your
organization’s systems
and internal processes.
Such elements will
factor into what advice
your auditors give you

for moving forward.

audit team and the process itself,

especially if this is your first year

working with a specific CPA firm
or undergoing an audit. During

this planning meeting:

1. Communicate any deadlines
you have — such as board
meetings, bank submissions,
or issuance dates — so that you
and your audit team can develop

a solid timeline together.

2. Ask questions! Again, your
auditors are there to help you
and will make sure you and your
personnel clearly understand
what is needed from you and
when. It is your responsibility
to honor those instructions as
best you can, and to reach out
when you need some additional
clarification. Take the time to
get to know your audit team

and how the process works!

Hold an internal planning meeting
with your leadership team follow-
ing your meeting with the auditors.
Delegate roles and responsibilities
among your staff and discuss any
tasks that need to be completed
prior to the audit start date. Be
clear, proactive, and transparent
with your team — internal com-
munication is just as important for
a smooth process as communica-

tion with your audit team.

Inform the auditors of whom you
have elected as “responsible staft”
for the engagement, and ensure
that your chosen personnel are

JANUARY/FEBRUARY 2023

available and responsive when
needed. Poor communication and

lagging responses create delays.

Prepare the auditors’ list of
requested items before the audit
begins. This is a vital step that
will reduce both the lead-in time
and the number of interruptions
the audit will cause in your daily
operations. Remember, the less
time and hassle an audit takes,

the more money you save.

. Keep up with changes

Accounting and industry standards
continuously change — staying

up to date with these changes is
essential for you to continue meet-
ing the requirements that directly
affect your organization. You

will also be able to better assess



what additional advice or support
you need from your auditors,
whether it’s compliance with

new accounting standards or
brainstorming new processes

to track data in accordance with

the updated regulations.

Internal changes in your organiza-
tion are just as important — if there
are changes in your processes,
funding, projects, or reporting
systems (such as expense allocation
and donor restrictions), be sure

to communicate these changes to
your auditors. Keeping in touch
with your CPA firm throughout the
year is a great way both to build
your professional relationship and
to be confident that your account-
ing controls are in compliance

with any changes.

4. Take your auditors’ advice

seriously

Upon issuance of your final deliv-
erables, your auditors will also
send you a management comment
letter containing important find-
ings. This can include deficiencies
in internal control that the auditors
identified as a concern during the
auditing process. This letter will
also contain the auditors’ sugges-
tions for procedures to implement

moving forward.

Take their findings and advice seri-
ously — the long-term stability of
your organization depends on the
identification of any weak points
in your internal control structure
and, especially, fixing them. Take
full advantage of the audit! You
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are not just receiving a professional
report, you are receiving proactive
advice that, when implemented,
will improve and strengthen your

organization.

Learn from the experience

Finally, especially if your organiza-
tion has recently gone through
significant changes or if this is
your first year undergoing an audit
in general, understand that audits
rarely go perfectly smoothly. As
long as you are responsive and
communicative with your auditors,
you will find the process to be

far less overwhelming than you

might've once imagined.

Always keep all records and
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documentation from the audit.

You can use your prior year’s audit
report to revisit any previous errors
you made and whether your organ-
ization effectively implemented
fixes. This is a great reference for
assessing your organization’s struc-
tural health and anticipating
potential risk areas — and, when
the time comes for your next audit,
you will already have a more accu-
rate starting point for the planning
meeting with your auditors.

By following these steps — not just
during your audit but throughout the
year — you will experience a much
smoother process for both you and
your audit firm.





