Reporting Phase

530 – Reassess Materiality and Risk

530 – Reassess Materiality and Risk
.01 In the planning phase, the auditor should have determined planning materiality based on preliminary information. Based on this planning materiality, the auditor should have determined design materiality and tolerable misstatement, which affected the extent of audit testing. Also in planning, the auditor assessed the risk of material misstatement by assertion. During the audit, the auditor may have revised these  determinations and assessments if better information became available.
.02 Before the end of the audit, the auditor should determine whether, in light of the final financial statements, the planning materiality used is still appropriate. The auditor should also reassess, based upon the audit evidence obtained, the risk of material misstatement and the overall audit assurance needed. If material weaknesses or other significant deficiencies are identified, the auditor should consider their implications on this risk assessment.
.03 Based upon these reassessments, the auditor should determine whether the nature, extent, and timing of substantive audit procedures were sufficient, such as the appropriateness of sample sizes for detail tests and the limit for investigation of differences during substantive analytical procedures. When the auditor has questions regarding the adequacy of work performed, the auditor should consult with the reviewer to determine the need for additional procedures.

.04 When the auditor determines whether an opinion can be expressed on the financial statements, the auditor should evaluate limitations on the nature, extent, or timing of work performed. Additional guidance on scope limitations and their impact is provided in FAM 580.14-.18.
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