ACCOUNT BALANCE / TRANSACTION CLASS LEVEL

 RISK ASSESSMENT & AUDIT PROGRAM

Audited Entity: _____________________________________  Period Ended: __________________
Account / Transaction Class: __________________________________________________________

Management’s Assertions and Related Audit Objectives:

	Assertions
	Potential Misstatements

 (Caused by Errors or Fraud)
	Audit Objectives

	Existence or occurrence

Rights or obligations

Valuation or allocation
	· Recorded assets or liabilities do not exist as of a given date.

· Recorded transactions do represent economic (or cash basis) events that have actually occurred.

· Transactions are not recorded in the appropriate period.

· Transactions are not summarized or recorded in correct amounts.

· Recorded assets are owned by others or pledged where entity has no rights.

· The entity does not have an obligation for recorded liabilities.

· Assets or liabilities are valued on an inappropriate basis.

· Revenues or expenses are measured inappropriately. 
	1. To obtain sufficient evidence to conclude, with reasonable assurance, that the account balance or transaction class amounts are not materially overstated from errors or fraud.

	Completeness

Valuation or allocation
	· Assets and liabilities exist but are not recorded.

· Valid transactions are not recorded.

· Transactions are not recorded in the appropriate period.

· Transactions are not summarized or recorded in correct amounts.

· Assets or liabilities are valued on an inappropriate basis.

· Revenues or expenses are measured inappropriately.
	2. To obtain sufficient evidence to conclude, with reasonable assurance, that the account balance or transaction class amounts are not materially understated from errors or fraud.

	Presentation and disclosure
	· Accounts are not properly classified (such as current and non-current, restricted or unrestricted).

· Accounts or transactions are recorded in an inappropriate fund or reporting unit.

· Required information is not disclosed in the statements or footnotes.

· Undisclosed inconsistent application of accounting principles.

· Undisclosed material instances of noncompliance.
	3. To obtain sufficient evidence to conclude, with reasonable assurance, that the account balance or transaction class information is properly presented and fully disclosed.


Audit Risk Assessment:

A. Inherent Risk (risk that the audit objective(s) will not be achieved, disregarding the effect of internal controls)

	Inherent Risk Factors
	Comments on Risk

	Organizational/Business Risk Factors:

   Changes in the operations

   Changes in personnel / competency of current personnel

   Changes in systems / capability of current systems

    Level of supervision or oversight

    Changes in or effectiveness of policies and procedures

    New mandates from public or third parties

    Declining population, industry, tax base or economy

    Level of internal audit / monitoring over the account
	

	Nature of Account Risk Factors:

   Materiality to financial statement materiality units

   Complexity of transactions or calculations

   Number of transactions

   Significant estimates required

   Complexity of GAAP

   Complex compliance requirements affect account balance
	

	Prior History Risk Factors:

   Unrecorded off-books activity

   Year-end conversion required

   Unrecorded updates to account balances

   Errors in recording transactions

   Errors in applying GAAP
   Known history of noncompliance
	

	Current Year Analytical Review Risk Factors:

   Material unusual variances to prior periods present

   Unusual budget to actual variances present

   Beginning balances differ from prior year ending balances

   Unusual ratios or comparison to related accounts present 
	

	Fraud Risk Factors – Misappropriation/Theft:

   Susceptibility of assets to misappropriation

   Opportunities available for misappropriation

   Misappropriation pressures present
	

	Fraud Risk Factors – Fraudulent Financial Reporting:

  Questionable management style and characteristics

   Presence of political factors or pressures

   Pressure from outside influences

   Continued disregard of legal requirements

   Unrealistic financial targets or projections

   Bonuses or continued employment tied to aggressive goals

   Threats of funding losses

   Difficulty in meeting debt covenants

   Potential for questionable related party activity 
	


	 Inherent Risk Assessment
	Material Overstatement
	Material Understatement
	Presentation or Disclosure Deficiency

	(H=High, M= Moderate, L = Low)
	
	
	


B.   Control Risk (risk that audit objective(s) will not be achieved, based on internal controls designed and in operation)  

       WP Reference for Overall Controls Understanding _____________  

	Control Procedures or Activities
	Comments on Risk

	Segregation of duties:

Custody or access

Authorization 

Processing or accounting

Reconciliation
	

	
	

	Physical controls:

Limited access to assets, blank checks, etc.

Computer system access or security controls

Numbered sequence control 

Supervision over remote locations
	

	
	

	Information processing:

Journals used and summarized

Edit checks of input data

Manual follow-up of exceptions

Independent approval of adjustments
	

	
	

	Performance reviews:

Periodic physical inventories or other verification

Timely and complete reconciliation of detail to control totals

Independent review of output or reports
	

	
	



Basis for Control Risk Assessments:

Control risk assessed at the maximum or high (required for controls significantly dependent upon computerized systems):

A. The design and/or operation of the controls are deemed ineffective.

B. It is considered inefficient to test controls.

Control risk assessed at less than the maximum or high (for all such assessments):

C.    Based on results from prior years’ testing and no current year changes detected.

D. Based on results of current year controls testing. 

E. Based on auditor involvement in assisting the entity.

	Control Risk Assessment
	Material Overstatement
	Material Understatement
	Presentation or Disclosure Deficiency

	(H=High, M= Moderate, L = Low)
	
	
	

	Basis for Risk Assessment (A, B, C, D or E)
	
	
	


C. Detection Risk (risk that audit procedures, as designed, will not achieve the audit objective(s))
	Detection Risk Determination:
	Material

Overstatement
	Material

Understatement
	Presentation or Disclosure Deficiency

	   Inherent Risk Assessment
	
	
	

	
	
	
	

	   Control Risk Assessment
	
	
	

	
	
	
	

	   Detection Risk Assessment
	
	
	

	
	=
	=
	=

	Desired Level of Audit Risk (1)
	L
	L
	L


(1) To achieve a low (L) level of audit risk, at least one element of the risk elements (inherent, control, or detection) must be low (L) or at least two of the three must be moderate (M).

Audit Procedures in Response to Risk Assessments (Nature, Timing or Extent of Audit Evidence):
A. The planned audit procedures as described below (in Part B) are designed to provide sufficient evidence to support the achievement of the audit objectives (expression of an audit opinion) based upon the level of detection risk  (H= High, M=Moderate, L= Low) as determined above. 

  General Guidance for Consideration of Audit Procedures in Response to Detection Risk Assessments:

	Detection Risk
	Nature of Evidence (What Type)
	Nature of Evidence (What Source)
	Timing of Evidence (When)
	Extent of Evidence (How Much)

	Low


High
	Search & Verification:

· Inspection

· Observation

· Recomputation

Confirmation

Analytical Review

Scanning of Details

Inquiry
	Directly Obtained by the Auditor 

Indirectly Obtained from Independent 

Outside Sources

Indirectly Obtained from Inside Sources
	Closer to the Time of the Transactions or Valuations

Surprise Inspections or Observations

Cut-off Periods

Closer to Year-End

Interim Periods
	More Individually Significant Items

Larger Sample Sizes

Both Written and Oral Confirmations

Lower Acceptable Variances, More Persuasive Analyticals

Corroborative Inquiries

Smaller Sample Sizes,

Less Individual Items


B. Tests of Controls or Multi-Purpose Tests:

	Audit Procedure
	WP Reference
	Done By
	Summary of Results

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


C.  Substantive Tests:
	Audit Procedure
	WP Reference
	Done By
	Summary of Results

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


C.  Substantive Tests (Continued):
	Audit Procedure
	WP Reference
	Done By
	Summary of Results

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Conclusions Related to Audit Objectives:

Conclusions should be made as to whether the evidence obtained and evaluated as a result of performing the above noted audit procedures sufficiently support the achievement of the audit objectives for this account balance or transaction class.

	Audit Objective
	Objective Achieved (Yes/No)
	Comments

	1.  To obtain sufficient evidence that the account balance or transaction class amounts are not materially overstated.


	
	

	2. To obtain sufficient evidence that the account balance or transaction class amounts are not materially understated.


	
	

	3. To obtain evidence that the account balance or transaction class is presented and disclosed properly and fully. 


	
	


Review and Acceptance by Audit Manager: __________________________________________________

1

