Audit & Beyond September 2026

Root cause analysis: applying the five whys example Why was there insufficient audit evidence to support the growth

rate assumption used by management in their cash flow forecasts?
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The planned audit procedures on the growth rate assumption were not performed.

Why were the planned procedures on the growth rate not performed?
The audit junior believed that they could rely on the prior year audit working papers and conclusion to support the growth rate
assumption because it was the same rate that was audited in the prior year.

Why did review procedures not identify that the planned procedures had not been performed?

Why did the audit junior believe they could rely on prior year audit work?
There was no detailed review of the working paper by the audit manager.

Although having attended required learning, the audit junior was not sufficiently sceptical to challenge whether it
was appropriate for the growth rate to remain the same and did not evaluate the impact on growth rate and cash
flow forecasts of information obtained at audit planning which indicated a decline in product revenue.

Why was there no detailed review by the manager? Why did the partner not adjust their
The manager was off sick during the on-site audit work and review?
did not perform the detailed review when they returned to The audit partner had competing priorities
work because they believed the partner had reviewed on due to an unplanned transaction and
site as planned and they had other competing priorities that could not spend time on site as planned.
needed attention.

Why was the audit junior not sufficiently sceptical?
There was insufficient on-site coaching to nurture a
sceptical mindset and highlight the contradictory
evidence to the audit junior to evaluate as part of the
audit procedures.

Why was the audit learning not applied?

The audit junior did not recognise that the learning
was applicable to cash flow forecasting because the
learning did not include a specific example on
growth rate.
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Why?

The learning examples were to
illustrate concepts and were
intended to be applied through on
the job coaching and supervision.

Why?

The manager and partner
were not on site because of
iliness or competing
priorities.

Why?

The junior did not perform the planning
work and although discussed in the
audit briefing did not realise it could
impact the growth rate assumption.

Why?

The manager did not directly confirm
with the partner their review status
and assumed the detailed review had
been performed whilst they were off.

Why? The control to monitor actual partner
workload and capacity operated annually
and was not regular enough to identify the
impact of the unplanned transaction on the
partner’s capacity. (Potential link to SOQM)
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