May audit meeting memo

Audit schedule – Z drive. Check assignments
Confidence factor 
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If we are fully relying on substantive testing and we can't rely on controls or we don't have substantive analytical testing, then basically this is none. So based on the inherent risk, if it's high, like usually revenue, you are starting at three.
And then if it's low, most expenses, there's no risk you can say low. Then, it starts at 2, confidence factor, we tend to use 1.5 or 1 follow, but as for monitoring discussions, it has to be 2. If there are substantive analytical testing that you have done,
then you can bring it down 0.5 to 1.5. If the analytics are good, you can do full and then one. If you do control testing, then everything will be full reliance. 

Preliminary audit planning documents 410, 470 and engagement letter to be prepared by the preparer and send to client once approved by Engagement partner or manager.

Usage of checklist 520 for risk assessment

Determine which FSAs would be higher risk, medium or low risk. Usually, FS level risk would be the ones that will impact the financial statements overall. So, segregation of duties, management override would be more of these ones. Those are the pervasive risks. Assertion level risk would be the ones that are impacting basically all the lead sheet items. So usually revenue is always high risk, unless you can argue otherwise to rebut it. Usually, we tend to put revenue as one item. However, the file would have multiple revenue light items. If it's anything about PM, if the statement, financial statement showing separate revenue items, we would prefer to have them separately disclosed here. 

590 checklists
You can scope based on the risks from 520. It will automatically populate, when you do right click, it will show those risks based on the items from 520, the lead sheets you have picked up. So basically, if there's no risk, this will be blank
You just have general procedures. Again, if it's below PM, you're selecting material yes or no. If you are selecting no, you don't have to do anything. You don't even have to put the checklist there. Wherever you are selecting material “yes”, that's where you have to put the checklist. So, if you haven't recognized higher risk, this is usually general procedures across the board.

Audit findings letter (345) and unadjusted entries (335)
Please draft up the audit findings letter and schedule of adjusted entries to discuss with the client before send the draft statements for board approval. Once the statements are substantially completed, discuss with the partner or manager and send the draft documents to be reviewed by the client so that they won’t be surprised with any unexpected changes.

image1.png
nherent Risk H H ™M ™M L H L ™M L

Control reliance o
lternative procedures None (see note below) some. None some. None Full some. Full Full

Confidence Factor B 25 2 s 1

Confidence Factor Choice | Due to revenue being assessed a5 3 moderate risk section, per the 590 working paper, the starting point for the confidence factor would be 2.5 With some reliance on substantive analytical testing under 705-2, we,
Explanation bring our confidence factor down to 2.0.





