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.01 Audit evidence is all the information used by the auditor in arriving at the conclusions on which the auditor’s reports are based and includes the information contained in the accounting records underlying the financial statements and other information (see AU 326). During the testing phase of the audit, the auditor gathers sufficient appropriate evidence to report on the entity’s financial statements, internal control, whether entity systems are in substantial compliance with the three requirements of FFMIA (for CFO Act agencies), and the entity’s compliance with significant provisions of laws and regulations. (See fig. 400)  
.02 Audit sampling is often used in audit testing. The auditor uses professional judgment, as well as knowledge of statistical sampling methods in applying audit sampling. FAM 400 provides a framework for applying audit sampling to financial audits, but is not a comprehensive discussion. Additional background and guidance on audit sampling is provided in the Audit Guide Audit Sampling (2008), published by the AICPA. 
The auditor should consult with the statistician for assistance in designing and evaluating audit samples and in evaluating the costs and benefits when deciding the appropriate type of audit sampling to use.
.03 During this phase, the auditor performs activities for each type of test to
· determine the nature, extent, and timing of further audit procedures (FAM 420);
· design tests (FAM 430); and

· perform tests and evaluate results (FAM 440).

.04 The types of procedures performed in the testing phase are:
· Sampling control tests that may be performed by the auditor to obtain evidence about the achievement of specific control objectives.   If the auditor obtains sufficient evidence regarding control objectives through nonsampling control tests (such as observation, inquiry, and walk-throughs, including inspection of documents), sampling control tests are not necessary, as discussed in FAM 350. Further guidance on sampling control tests is in FAM 450.

· Compliance tests are performed by the auditor to obtain evidence about compliance with significant provisions of laws and regulations. Further guidance on compliance tests is in FAM 460.

· Substantive procedures are performed by the auditor to obtain evidence that provides reasonable assurance about whether the financial statements and related assertions are free of material misstatement. Further guidance on substantive procedures is in FAM 470, FAM 475, and FAM 480.

.05 Audit documentation of the nature, extent, and timing of procedures performed during this test phase, as well as conclusions reached, is discussed in FAM 490.
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