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Evidence and Standards Cheat Sheet
Understanding the importance of collecting the right type of data will help in the audit process.  This cheat sheet will guide the audit team in the right direction. There are different methods and sample sizes to consider when collecting data.  Data can be physical or observed.  No matter which methods used the evidence must be reliable and have relevance.
Comparison of Audit, Scientific and Legal Evidence Standards.
      Audit evidence is necessary to support the opinion an auditor gives in the audit reports.  This is similar to legal evidence needed in a court case or the evidence needed to prove a hypothesis in a scientific experiment.  Collecting and proving evidence in an audit requires the same diligence one would have in a legal or scientific case.   Evidence in all three situations must be reliable and relevant.  
Reliable evidence must come from a trusted source. Reliable evidence is important for audit, legal, and scientific standards. A lawyer would not take a case to court without reliable evidence to reach the objective of a guilty verdict. A hypothesis in a scientific experiment cannot be proven without reliable evidence and an auditor cannot make an opinion on the financial statements with unreliable evidence.    
Evidence must be relevant as well.  This is true for audit, legal and scientific evidence. The evidence collected must be in-line with the control being tested, or the case being tried.  It is clear that an auditor, lawyer, and a scientist have very similar standards and goals when it comes to the collection of evidence.

Cheat Sheet
Audit evidence is described as a proof that is derived from a financial audit process which is then recorded in audit working papers. In the process of audit reappointment stage, the audit evidence entails the information that an auditor considers for engagement into the engagement. 
Consideration of sample sizes 
a. Random method
Random sampling is a technique that factors representation above all things. In this method, every item that is in the population of interest stands an equal chance of being selected into the sample using random table numbers or generators. The method is preferred in the event of a population that has similar and homogenous characteristics. 
b. Haphazard Sampling 
This method is not statistical. It has been preferred by auditors to simulate random samples whenever testing the status of errors in accounting populations. Like random sampling, it is used when the populations are homogenous. 
c. Monetary unit sampling 
Another name for this method is probability proportional to size. Some people also refer to dollar unit sampling. This method is utilized by auditing firms to establish the accuracy of financial statements. Practically, a dollar in a single transaction represents a separate sampling unit. For instance, if a transaction has 450 USD, that implies that 450 sampling units will be present for that sampling technique. 
d. Judgmental sampling 
This is a non-probability sampling technique whereby the auditing firm selects a sample guided by their professionalism and experience. This technique is more subjective when compared to the other methods afore-discussed. 
How sampling affects evidence 
[bookmark: _GoBack]Sampling risk is among the biggest risks that auditors are likely to face during their process of conducting audit sampling. This means that sampling compromises on evidence. The size of the sample is one of the factors that has effects on evidence. A larger sample size means more evidence since representation is good. The larger the sample size, the more accurate the information is likely to be and so is the evidence. The other way that sampling affects evidence is the objectivity of the sampling process. Methods and techniques that are more subjective give evidence that is wrong. Objective sampling methods give evidence that is true and good.
Consideration of Sample Sizes and Methods and how sampling affects evidence.
The size of the sample depends on the audit risk. The higher the risk the larger the sample size. 
The amount of evidence needed to make an opinion on the financial statements vary from company to company.  The auditor must determine the correct amount for the audit being performed.  Procedures are laid out in steps for the auditor to follow. The auditor will decide on a population from the sample and perform the testing on the selected population.  
Relevance, Reliability and Sufficiency of Evidence
[bookmark: _Hlk28024250]The relevance, reliability and sufficiency of evidence is determined by reviewing the evidence that is provided by the sample of the population. Relevance means that the evidence is addresses the assertion.  For example, looking at physical inventory confirms the inventory existence but doesn’t address the disclosure assertion.  On the other hand, evidence reliability is trusted evidence that is collected because evidence has been collected through trusted sources.  The sample size is used comparative to the population is a factor which affects the relevance, reliability and adequacy of audit evidence.
Types of Audit Evidence
To give a brief statement on the different types of audit evidence, one could break it down to just a few. Physical examination is the inspection by the auditor with tangible assets. The most often associated with physical examination is inventory and cash, but it can also apply to verification of securities, notes receivable and tangible fixed assets. There is also conformation which involves the receipt of a direct written response by a third party. Another audit is documentation which is audit review of a client’s documents and records. A few more audits are analytical procedures, inquiries of the client, recalculation, reperformance, and observation.     
Purpose, Ownership, Confidentiality and Retention of Documentation.
Purpose - Audit Evidence plays an important role during the audit process and evidence is often the key to determining whether the financial statements issued are free from any misstatements.  An auditor not only has to plan and perform the audit but also must obtain appropriate evidence that either supports or disproves the audit opinion formed by the auditor.  It is important to verify that the audit evidence is of high quality in order to determine the appropriate risk level of material misstatements and level of relevance and reliability of the data.  The information presented that supports the opinions reached should be well documented along with the conclusions and procedures completed so the auditors have supporting documentation to prove the audit was conducted according to auditing standards.  
Ownership – Any evidence collected during the process of the audit becomes the property of the auditor.  During the audit, clients do not have an option to review any evidence or documents collected by the auditors unless the auditor decides to share the evidence with the client.  An exception to this would be in regards to a subpoena- the documents that are subpoenaed by a court becomes legal evidence which the client can then view.  These documents will be stored by the auditors their firm and must be properly documented according to the previously established retention policy set by the auditing standards.
Confidentiality – During the planning and processing of the audit, the auditor will be reviewing private information in order to gain knowledge about the nature of the client’s business and processes.  The auditor is required to carry out their job effective and efficiently using any and all evidential information gathered to further their audit and come to a conclusion however any confidential information obtain should not be disclose without the client’s prior consent.  The auditor is required to safeguard the confidential information to make sure unauthorized individuals don’t have access to it at any time.  Information that is considered confidential would be employee’s salaries, personnel files, and other pertinent human resource documents.  
Retention of Documentation – The audit files gathered during the audit process are expected to be maintained for several years.  Audit standards dictate private companies audit files be maintained for no less than five years while SOX states for public companies it should be kept for no less than seven years.  Destroying these documents prior to the retention period expiring is considered a criminal offense.  
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