Audit Transformation Glossary of Terms

All of the terms below are defined specifically as they apply 8.
to audit transformation. Some of these terms, such Al or

data analytics, may have broader definitions, but in this

glossary the meaning is defined specifically by the context

Audit methodology: The systematic approach and
procedures used by a firm to conduct audits, which
may include proprietary or internally developed
methods.

of this report. 9. Audit practice revenue: The income generated from

1. Advanced audit tools: Sophisticated tools and providing audit services, including gross revenue and
methodologies built specifically to enhance the net revenue after write-offs.
accuracy, efficiency and effectiveness of financial 10. Audit quality: The ability of a firm to consistently
audits. This includes leveraging data analytics, perform engagements and issue accurate,
artificial intelligence (Al), and automation to identify independent reports in compliance with professional
patterns, anomalies and potential risks in financial and legal standards, supported by a risk-driven system
records. of quality management.

2. Advanced technology: Innovative technologies that 11. Audit transformation: The comprehensive
improve processes by increasing efficiency, accuracy, modernization of audit processes, methodologies, and
and overall quality. Examples include Al, robotic technologies to improve quality, efficiency, and client
process automation, blockchain, data analytics, cloud service, while adapting to regulatory changes and
computing, Internet of Things (loT), virtual reality, and fostering continuous improvement.
augmented reality. 12. Audit transformation plan: A formal written

3. Artificial intelligence: The application of machine plan developed by audit leadership to guide the
learning and advanced algorithms to analyze large transformation of audit practices, including the
datasets, identify patterns, and detect anomalies, adoption of new processes, technologies and
extending beyond simple automation of existing tools. methodologies.

4. Application programming interface or API: A 13. Billable hours: The hours worked by staff that can be
software interface that enables different applications billed to clients.

0 comrﬁun.lcate aqd share qata seamlessly, . 14. Client readiness: The extent to which a client is
supporting integration, real-time access, automation, prepared for an audit, measured by the quality and
and scalability across cloud-based systems. accessibility of their data and systems.

5. Audit .trans.format.lon survey: A structured . 15. Continuous auditing: An audit approach involving
questlonnalre de3|gn§d to CO"?Ct data on audit frequent or real-time execution of audit tasks using
transforrnan.on practices, helping CPAﬁrms _ automation and data analytics, enabling ongoing risk
understand industry trends and providing insights to assessment and timely identification of anomalies.
guide modernization efforts. . -

) o o . 16. Data analytics: The process of examining data sets to

6. Audit department: A division within a firm dedicated draw conclusions and insights, often used in audits to
to conducting audits, which may include staff with identify trends, anomalies, and areas of risk
various levels of expertise and backgrounds. . ' . '

) _ 17. Data driven: An audit approach that leverages data

7. Audit efficiency: The degree to which audit
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processes minimize time, cost, and resource usage
while maintaining quality, often achieved through
technology and streamlined procedures.
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analytics and automation to analyze entire datasets,
thus improving accuracy and risk assessment
compared to traditional sampling methods.
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Data ingestion: The process of collecting and
importing data from client systems into a database or
storage system for analysis, ensuring consistency and
accessibility.

Data quality: The integrity, consistency, and accuracy
of the data obtained from an audit client to promote
reliable audit evidence, conclusions and client
recommendations.

Data re-use: The practice of leveraging previously
collected data for multiple engagements to improve
efficiency and consistency, often supported by
analytics and advanced technologies.

Deliverable-based accountability: A metric that tracks
the frequency with which staff meet their deliverable
goals on time.

Digitized data: Audit-related information stored
electronically to improve efficiency, accuracy, and
accessibility, enabling advanced analytics and secure
integration across platforms.

Direct connection: A secure, real-time link between a
firm’s audit tools and a client's accounting software,
facilitating automated data collection and continuous
monitoring.

Dynamic: The ability to adapt audit procedures

based on evolving information and context during the
engagement.

Efficiency: Conducting an audit in a manner that
minimizes time and resource expenditure while still
achieving the audit objective.

End-to-end audit solution: An integrated system
covering all stages of the audit lifecycle, including
planning, risk assessment, data collection, analysis,
reporting, and wrap-up, thus eliminating manual data
transfers and fragmented workflows.

Enhanced data insights: The use of advanced
technology to gain deeper, more accurate
understanding of financial and operational
information, often by analyzing large data sets, and
then applying these understandings to support timely
and precise audit conclusions.
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Improved quality: Enhancing the reliability and
effectiveness of the audit process while maintaining
the fundamental objective of providing an opinion on
whether the financial statements taken as a whole are
fairly stated.

. Innovation: The strategic adoption of advanced

technologies and methodologies to improve audit
quality, efficiency, and client value.

Net client fees: The total revenue earned by a firm
from its clients after deducting any write-offs or
adjustments.

Realization: A metric that measures the percentage of
billed hours that are actually collected as revenue.

Traditional audit approach: A checklist-driven
methodology typically relying on sampling and
substantive tests where equal or standard audit
procedures are applied across most audit areas
without being risk-driven.

Transformational audit technology: Innovative

tools and systems that fundamentally change how
audits are conducted by redefining methodologies,
workflows, and outcomes beyond simple automation.

Utilization: The percentage of staff time spent on
billable work compared to total available hours.
Value billing agreements: A pricing strategy where
fees are based on the perceived value of the services
provided to the client, rather than the time spent
delivering those services.
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