


¢ Review of press releases, current marketing
literature, and other information released by
the entity

¢ Review of information about the industry

Materiality guidelines for testing should be
determined in the planning stage. Materiality
levels are judgmental and generally based upon a
number of factors, including total assets, pre-tax

profit, revenue and expenditures.

Potential computer assisted audit testing (CAATS)
would also be identified during the planning phase.

Areas that have significant audit impact, such as
new accounting standards, financial statement
disclosure requirements, changes in legislation,
etc. are integral to the audit planning phase.
Client management and/or the company’s Board
of Directors should be contacted in the planning
stage to:

« determine if they have any concerns they wish
to be addressed by the auditors

¢« determine if there have been any unusual
transactions occurring since the last audit,

such as:

recent or impending changes in industry
or client’s technology, products, services

acquisitions or disposals
new borrowings or equity transactions
changes in organization or management
regulatory matters
accounting or disclosure requirements
conversion of accounting systems

. provide documentation, such as minutes,

detailed trial balances, supporting schedules,

and other information and analyses

e agree to the timing of the audit fieldwork

Paraphrasing the Scottish poet Robert Burns, even
the best laid plans of auditors are subject to
change based on conditions encountered in the
field. Therefore, your auditors may have to adjust
their materiality levels, expand their scope, etc.
depending on such conditions. Client
management and the Audit Committee (or those
with equivalent authority) should be keptinformed.

The following PKF Perspectives issued earlier in
the year may be of interest to you.

Audit Risk Update: Financial Reporting
and Safeguarding Company Assets

Best Practices and Good Governance:
Sarbanes-Oxley and the Privately-Held
Company

Organizational Code of Conduct

Please feel free to request copies via e-mail to
info@pkfny.com or click the “publications” button
on our home page at www.pkfnewyork.com.

Items in this publication should not be considered official
statements of position, nor advice for individuals or organizations
without consulting a professional advisor. This information is not
intended or written to be used, and it cannot be used, for the
purpose of avoiding tax penalties that may be imposed on the
taxpayer. For more information, please contact the director in
charge of your account or John Baldante, Managing Director.
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