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10 Lean Six Sigma Audit Considerations
The application of Lean Six Sigma principals has helped countless organizations
objectively re-evaluate and streamline their production processes. Lean Six Sigma is
a consulting methodology gaining favor in the accounting profession for its focus not
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The application of Lean Six Sigma principals has helped countless organizations
objectively re-evaluate and streamline their production processes. Lean Six Sigma is a
consulting methodology gaining favor in the accounting profession for its focus not
only on fostering operational ef�ciency, but also improving audit quality and the
client’s interactions with the �rm, which in the end helps grow the audit practice.
Traditional audit practices can take advantage of the lessons learned from �rms that
have implemented “Lean” processes and below we point out ten opportunities for
�rm consideration:
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1. Engagement Planning: A cottage industry of audit re-engineering �rms has
proven that engagement planning at the front end of the engagement is a key
component of audit success. This requires the core partner, manager, and �eld
auditors present in the planning meeting, which promotes the development of a
comprehensive and customized audit program for each client instead of doing it
the “same as last year. Lack of team planning often results in signi�cant rework
after the engagement has started. In most cases, the client engagement partner and
niche manager have speci�c client/risk knowledge that would impact the design of
the work program, which can impact �eld procedures and point out to audit staff
the high risk areas. Firms that have multiple engagements in the same segment
have found that planning these engagements at the same time, helps optimize
their time as well as educate the seniors on directing the process. Lean principles
point to taking the time to plan thoroughly before the engagement starts so every
knows what is expected and minimizes later rework.

2. Engagement Measurement: We’ve all heard the saying “what gets measured, gets
done,” so what KPIs (Key Performance Indicators) are utilized within your audit
practice to manage engagements? Oftentimes, there is an engagement budget and
expected hours, which are only looked at when they are busted. Lean Six Sigma
success relies heavily on measuring key audit metrics that consistently point to
engagement success. The easiest metrics to track are “discrete” measurements,
meaning they can be answered with a “yes” or “no.” Within each engagement,
�rms can track whether or not the client provided the documents required on
time, was the �eld work completed on schedule, and was the report delivered
according to the agreed upon date with the client. Lean Six Sigma also utilizes
“continuous” measurements that quantitatively track information such as number
of days from completion of �eld work to �nal review, hours over/under budget,
and pro�t margin on the engagement which are ideally reviewed after completion
to determine where the �rm should do more audits and where there needs to be
improvements in the process.

3. Client Planning: We rely on clients to provide us with the necessary information
before the audit begins and the �rm should get agreement from the client that they
will have all information to you by an agreed upon date, or “they” will be
responsible for delaying the delivery of the engagement. This may entail having to
re-educate the client on the �rm’s portal and how to provide information, but this
information should be recorded by the �rm as well so that new staff learn to utilize
these standard tools. Having ALL documents and client personnel available at the
start of the engagement is critical to minimize false starts and delays, which
negatively impacts the start of the next engagement, which makes scheduling a
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continual nightmare.
4. Realistic Planning: One of the more signi�cant issues with planning is that �rms

schedule engagements end to end without any room for planning and wrap-up.
This often results in �eld work not being completed and components pushed off to
a later time when team members may not be readily available and forces them to
pick-up and put down the same report over and over again with minimal progress.
Scheduling “wrap up” days in the of�ce where personnel can focus on completing
the engagement and taking care of other administrative requirements helps build a
buffer, allowing the �rm to stick to the next start date. An important part of
planning is be realistic and not to force a new engagement opportunity between
existing scheduled engagements when there is no wiggle room available. Forcing
more work into an already full schedule are one of the major causes of auditor
discontent.

5. Appropriate Staf�ng: Another Lean Six Sigma tenant focuses on insuring that the
right number of “needed” personnel are on the job. While �rms may require a
larger number of staff for inventory observation, are all the personnel required to
be at the client site for the entire engagement or can they perform portions of this
engagement back in the of�ce if it is fed to them from the staff in the �eld? For
personnel that are only required for a portion of the day, work can be performed
from the of�ce utilizing remote collaboration tools (Skype, Lync, FaceTime). The
hours saved by not having to commute to/from client sites can be spent doing
productive audit tasks.

6. Prioritized Field Processes: Part of the engagement planning process should
entail the risk assessment which prioritizes the most important areas of the audit
and identifying those that may be the most dif�cult. These should be prioritized
�rst so that work can be completed and reviewed while still in the �eld, allowing
the audit staff to work on the easier steps (instead of doing those the �rst few days
of the engagement and then having to scramble to complete those near the end).

7. Field Review: Lean Six Sigma promotes quality review/completeness before
passing on any work, which suggests that the review process begin while the audit
staff is still in the �eld. Clearing the more complex components of the audit while
the staff are onsite allows the reviewer to get insight and provide corrective
direction with the goal of having a draft of the �nancial reports and footnotes
completed in the �eld. With the collaboration tools mentioned above, the
reviewer can connect from offsite locations to review the work and communicate
with the staff without having to be onsite.

8. Centralized Data Set: For most metropolitan/suburban audits, we see auditors
getting reliable Internet access more than 90% of the time, allowing the audit
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binders to be centralized in one location and independently accessed by everyone
working on the engagement, regardless of their physical location. Today’s Citrix,
RDS (Remote Desktop Services), and web-based (Thomson AdvanceFlow) audit
applications allow for all audit workpapers to be securely accessed by any team
member with a reliable Internet connection and the appropriate credentials. The
bene�t of this is that one audit data set within the �rm minimizes the impact of a
stolen or crashed computer, and allows everyone to work on the data
concurrently. Core Lean Six Sigma analysis techniques point to the importance of
keeping work easily accessible, standardized, and free of clutter which can be
optimally done when working on one central data set.

9. Standardized Formats: Standardization of report formats is another key tenant to
promote “Lean” ef�ciency. Too often we see staff having to learn the �nancial
report preferences of speci�c partners so that their audit will pass that partners
unique review requirements. This makes it harder to train new staff as well as to
share staff amongst different engagements, so creating a �rm standard for
�nancial reports promotes �rm ef�ciency. With the standardization of the editing
tools within Word and Excel, �rms are pushing the initial creation of all �nancial
reports while onsite so they become part of the �eld review. Cosmetic quality
control is then done by an administrative person back at the of�ce prior to �nal
delivery.

0. Client Delight: A �nal tenant of Lean Six Sigma is to focus on optimizing the audit
client’s experience from “their” viewpoint. With traditional auditing this can be a
stretch as auditors are often seen as an intrusion into the client’s ability to get their
day to day work done. Every team member should be given the responsibility to
identify at least one opportunity for the client to improve their business. These
ideas can be consolidated at the end of the engagement and presented to the client
as a “value add.” Inviting the client to lunch a few months after the engagement to
follow up on these ideas is a way to transition the relationship to a “consultative
advisor” status which helps the client’s business, instead of an audit engagement
which is to be endured.

It’s important for �rms to debrief their current processes at least annually to identify
opportunities for improvement and the introduction of Lean Six Sigma provides a
fresh perspective. We suggest you discuss the ten processes above and determine
which single item would have the greatest impact on your audit practice and then
push that through completion. A successful �rst step often leads to con�dence in
trying another.

———————
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Roman H. Kepczyk, CPA.CITP is Director of Consulting for Xcentric, LLC and works
exclusively with accounting �rms to optimize their internal production work�ows
within their tax, audit, client services and administrative areas. His Quantum of
Paperless Guide (Amazon.com) has been updated with 2015 paperless benchmark
statistics and outlines 32 digital best practices all accounting �rm partners need to
understand today.
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