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Audit Risk Assessment Form

	Client:  COUNTY ____________


	F/S/Date: June 30, 20xx

	Account Balance or Transaction Class:  CAPITAL ASSETS AND DEPRECIATION

	
	

	Instructions:
	The purpose of audit risk assessment is to provide a basis for determining audit procedures as an element of audit planning. Document the planning procedures listed below relative to assessment of audit risk. 

	Audit Risk Assessment Chart

	Assertion
	Inherent Risk

(Step 1)
	Control Risk

(Step 2)
	RMM

(Step 3)
	Detection Risk
	Audit Risk 

(must be low)

	Existence
	H
	H
	H
	L
	L

	Valuation
	H
	H
	H
	L
	L

	

	Step 1
	Done by
	Date

	Indicate, in the audit risk assessment chart, the assessed level of inherent risk for each assertion based on professional judgment of the significance of factors indicating inherent risk. Indicate below the factors considered in assessing “high” inherent risk for any assertion. High inherent risk would normally be indicated by three or more factors. 
	
	

	Comments:
	Inherent risk is considered low for the existence and valuation assertions.  The County implemented GASB Statement No. 34 for the fiscal year ended June 30, 20xx.  Accordingly, infrastructure assets such as roads and bridges, which were not previously capitalized, are now reported in the government-wide statement of net assets. It is the County’s policy to capitalize capital expenditures greater than $x,xxx.  Information about significant construction projects or acquisitions is generally presented in the County’s adopted annual budget as they require Board of Supervisors approval.  Capital projects are budgeted in the first year of construction/acquisition, but appropriations may carry over into numerous accounting periods, depending on the length of the project.  The status of each project is evaluated annually for capitalization purposes. 

	
	Significant Factor

	1.
	Engagement Risk: The effect of engagement risk factors identified in planning, including management’s motivation to intentionally misstate the account.
	YES/NO

	2.
	Accounting Issues: The complexity and contentiousness of the accounting issues affecting the account
	YES/NO

	3.
	Auditing Difficulties: The frequency of significant or difficult to audit transactions
	YES/NO

	4.
	Prior Period Misstatements: The nature, cause, and materiality of misstatements detected in the account or transaction cycle in prior audits.
	YES/NO

	5.
	Susceptibility to Misappropriation: The susceptibility of the related asset to material theft.
	YES/NO

	6.
	Accounting    Personnel: The competence and experience of personnel assigned to process data that affects the account or transaction cycle.
	YES/NO

	7.
	Need for Judgment: The extent of judgment involved in determining account balance.
	YES/NO

	8.
	Nature of Items: The size and volume of individual items comprising the account.
	YES/NO

	9.
	Complexity: The complexity of calculations affecting the account.
	YES/NO
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	Step 2
	Done by
	Date

	Indicate, in the audit risk assessment chart, the assessed level of control risk for each assertion. An assessment of control risk at less than high, requires the completion of the Tests of Controls form and requires testing the controls.
	
	

	Comments:
	Control risk is assessed at HIGH/LOW/MODERATE.

	

	Step 3
	Done by
	Date

	Indicate, in the audit risk assessment chart, the judgment of combined risk of material misstatement(RMM). The firm’s matrix of combined risk is provided below for guidance.
	
	

	Comments:
	Risk of material misstatement is considered LOW/HIGH/MODERATE.

	

	Firm Matrix of Combined Risk of Material Misstatement (RMM)

	Inherent Risk
	X
	Control Risk
	=
	Risk of Material Misstatement (RMM)

	High
	
	High
	
	High

	High
	
	Low
	
	Low

	Low
	
	High
	
	Low

	Low
	
	Low
	
	Low

	

	Audit Program

	#
	Procedure
	Assertion
	Done by
	Date
	W/P

	
	PHASE III:
	
	
	
	

	1
	Obtain the client prepared schedules of changes in general and enterprise capital assets, by asset classification and fund, and agree current year changes to the supporting transaction detail.


	E
	
	
	

	2
	Inquire about the County’s capitalization policy and determine whether there have been any changes in depreciation lives or methods.  Document any changes as appropriate.


	V
	
	
	

	3
	Scan the detailed supporting schedules for current year additions, retirements and transfers of capital assets and determined that there appear to be no unusual items. 


	E
	
	
	

	
	a. Examine minutes of the Board of Supervisors meetings and/or the adopted budget to determine that material  individual additions appear to be properly authorized and capitalized.  (Note agree the transactions to supporting documentation such as invoices or contractor billings, if necessary to substantiate the balances.)  


	E
	
	
	

	4
	Compare capital outlay expenditures with the additions to governmental capital assets and investigate and document the reasons for material variances.


	E
	
	
	

	5
	Calculate the composite depreciation rate for each classification of fixed assets (ie buildings, equipment, roads and bridges) and compare to the established estimated useful lives.  Investigate and document material variances.


	V
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	Audit Program

	#
	Procedure
	Assertion
	Done by
	Date
	W/P

	6


	Examine the reconciliation between the government-wide and fund financial statements and determine that capital assets and depreciation expense of general capital assets is properly reported as a reconciling item.


	P & D
	
	
	

	7
	Determine if depreciation expense is allocated among the functions properly.


	P & D
	
	
	

	8
	Ensure that all required disclosures have been properly included in the footnotes (GFOA and Disclosure Checklists).
	P&D
	
	
	

	9
	Upon completion of the above procedures, cross-reference account and fund totals and disclosure requirements to our report support as appropriate.
	*
	
	
	

	
	
	
	
	
	

	
	Conclusion
	
	
	
	

	
	We have performed the procedures documented above, sufficient enough to achieve the audit objectives for capital assets, and the results of these procedures are adequately documented in the accompanying workpapers in order to assess our audit risk as low for the applicable financial statement assertions.
	
	
	
	


