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Table 495 D-1 illustrates the correlation between risk of material misstatement and the substantive audit assurance obtained from substantive analytical procedures and detail tests as discussed in FAM 470.11 and Figure 470.2. This example is based on 95 percent audit assurance.
 The table also provides the statistical risk factors the auditor generally should use to manually compute sample size using MUS as discussed in FAM 480.24 and Table 480.1.

Table 495 D-1: Example Audit Matrix

	Risk of material misstatement
	Substantive  audit assurance (1 minus detection risk for account balance)
	Audit assurance from substantive analytical procedures and other related substantive testsa
	Minimum audit assurance from detail tests       (1 minus detection risk for detail tests) 
	Statistical     risk factorb

	
	
	Complete
	0%
	N/Ac

	Low
	63%
	Partial
	50%
	0.7

	
	
	None
	63%
	1.0

	
	
	Complete
	0%
	N/A

	Moderate
	86%
	Partial
	77%
	1.5

	
	
	None
	86%
	2.0

	
	
	Complete
	0%
	N/A

	High
	95%
	Partial
	92%
	2.5

	
	
	None
	95%
	3.0


a Complete assurance from analytical procedures means that procedures are extremely effective and persuasive to serve as the sole source of audit evidence for achieving the audit objective. This level of effectiveness or persuasiveness is very difficult to achieve when risk of material misstatement is high. Therefore, complete reliance on analytical procedures for substantive assurance in these situations is rare, particularly for balance sheet accounts.

b Based on the Poisson distribution; used if sample size is computed manually.

c Not applicable.
[This page intentionally left blank.]
� Audit assurance is not the same as statistical confidence level. It is the complement of audit risk. For example, a 5 percent audit risk yields a 95 percent audit assurance level. Assurance is a combination of quantitative measurement and the auditor’s professional judgment.
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