Testing Phase

440 - Perform Tests and Evaluate Results

440 - Perform Tests and Evaluate Results
.01 The auditor should perform the planned tests as designed in FAM 420 and FAM 430 and should evaluate the results of each type of test separately, without respect to whether the items were chosen as part of a multipurpose test. Guidance on performing and evaluating the results is presented for each type of test in:
· FAM 450 - Sampling Control Tests.
· FAM 460 - Compliance Tests.
· FAM 470 - Substantive Procedures.
.02 If the results of tests are different from what was expected when designing the tests, the auditor may want to expand the sample to test additional items; however, this is usually not appropriate. In a well-designed sample, the expanded sample will usually produce the same results as the original sample. For MUS and attribute samples, unless the auditor plans for the expansion of the sample in advance,
 expansion of the sample is generally not appropriate.  See AICPA Audit Sampling Guide for further guidance.  The auditor should consult with the statistician before expanding any samples (see FAM 450.17, FAM 460.02, and FAM 480.28).

.03
For CFO Act agencies and components listed in OMB audit guidance, the auditor is required to report on the substantial compliance of their financial management systems with the requirements of FFMIA. The auditor should conclude on compliance at the completion of all audit work as discussed in FAM 540.
Evaluating the Risk of Material Misstatement
.04
Evaluating the risk of material misstatement due to errors or fraud is a cumulative ongoing process throughout the audit (as discussed in FAM 260). During testing, the auditor may become aware of additional fraud risk factors or other conditions that may affect the auditor’s evaluation of the risk of material misstatement, such as
· discrepancies in the accounting records; 
· conflicting or missing evidential matter; or 
· problematic or unusual relationships between management and the entity being audited. 
In response to fraud risk factors or other conditions, the auditor should evaluate whether to perform additional or different audit procedures (see FAM 540.18-.24), including consultation with the Special Investigator Unit and OGC.
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� Usually, this is covered by selecting a larger sample than needed. For example, if 135 items are the sample size, the auditor may draw an IDEA random sample of 160 items and test the first 135 as they are randomly selected from across the population. The auditor may use the additional 25 items as replacements (such as for a voided item) or to expand the sample, if appropriate.
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