Testing Phase

430 - Design Tests

430 - Design Tests
.01 After considering the risk of material misstatement discussed in FAM 420, the auditor should design specific tests to be performed. The auditor generally should coordinate similar tests. For tests that involve audit sampling, efficiencies can be realized by performing several tests on a common sample (multipurpose testing).
 The auditor generally should minimize the number of separate sampling applications performed on the same population by attempting to effectively achieve as many objectives as possible using the items selected for testing.

.02 As discussed in FAM 480, there are several methods of selecting items for testing. When determining the selection method to use during a multipurpose test, the auditor generally should use the selection method  appropriate for substantive detail tests in the particular situation. Use of this selection method is usually the most efficient because sampling control and compliance tests generally may be based on any type of sample.

.03 For example, the auditor may use a sample of property additions to (1) substantively test the amount of additions and (2) test financial reporting controls over property acquisition. If a substantive test would require 135 sample items selected using MUS and if the test of financial reporting controls would require 45 sample items, the auditor would select 135 items in the MUS but test controls relating only to 45. The auditor may use IDEA
 or other software to select the random sample from the 135 items in the MUS. Or the auditor would systematically select every third item (using a random start) from the 135. The auditor would not use the first 45 sample items for control testing as IDEA selects MUS using either systematic sampling or the cell-method, meaning that the 45 items are from the first part of the population not from across the entire population.  
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� Many factors influence efficiency in addition to number of sampling applications, such as sample size, number of locations it is necessary to visit to achieve audit objectives, nature of the audit procedures, extent of review required, and whether rework can be avoided by designing easy-to-follow procedures.


� Software such as IDEA �allows the auditor to quickly perform the calculations necessary for statistical sampling. IDEA is the primary software GAO uses. It is distributed by Audimation Services, Inc., Houston, Texas.
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