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Disposition of Present Tense

ISA 500 “Audit Evidence”

Agenda Item

11-E

Elevate .
. New Rationale and
Para. | Statements in extant ISA 500 . Comment
Require- | paragraph
(as necessary)
ment
Concept of Audit Evidence
5 The auditor obtains some audit evidence by testing the N Al Included in the application
accounting records, for example, through analysis and material as a statement of
review, reperforming procedures followed in the fact: “Some audit
financial reporting process, and reconciling related evidence is obtained by
types and applications of the same information.... 7
...However, because accounting records alone do not N 3 Seen as conveying a
provide sufficient audit evidence on which to base an generally understood
audit opinion on the financial statements, the auditor concept rather than a
obtains other audit evidence. direction, therefore,
included in the
Introduction,
Sufficient Appropriate Audit Evidence
10 However, the auditor considers the reliability of the Y 11
information to be used as audit evidence...
... including consideration of controls over their Y 12(b)
preparation and maintenance where relevant.
12 ...when audit evidence obtained from one source is Y 14
inconsistent with that obtained from another, the
auditor determines what additional audit procedures are
necessary to resolve the inconsistency.
13 The auditor considers the relationship between the cost N - See accompanying

of obtaining audit evidence and the usefulness of the
information obtained. However, the matter of difficulty
or expense involved is not in itself a valid basis for
omitting an audit procedure for which there is no
alternative.

mapping of deletions for
paragraph references.

Apart from the
requirement to exercise
professional skepticism
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(ISA 200.12), the other

14 ...the auditor ordinarily finds it necessary to rely on -
audit evidence that is persuasive rather than conclusive; present tense elements of
however, to obtain reasonable assurance, the auditor is these sentences hflve “fft
not satisfied with audit evidence that is less than been elevated to “shall
. because they are
persuasive. . .
subsumed in overarching
] ] . ] requirements related to
The auqltor uses p_ro_fess.lonal Judqment and exgrmses - assessing risks and
proft_assmnal sl_<ept|_C|sm in evaluatlr_lg the qu_alntlty and obtaining sufficient
quality (.)f audit evidence, and thus '|ts SL-Jff.lmency and appropriate audit
appropriateness, to support the audit opinion. evidence. If evidence were
omitted on the basis of
cost, or if the auditor were
satisfied with evidence
that was less than
persuasive, risk would not
be reduced to an
acceptably low level and
sufficient appropriate
audit evidence would not
have been obtained. These
concepts are discussed in
ISA 200.
The Use of Assertions in Obtaining Audit Evidence
16 The auditor uses assertions in assessing risks by - Included as a requirement
considering the different types of potential (reworded) in ISA
misstatements that may occur, and thereby designing 315.24(b) coupled with
audit procedures that are responsive to the assessed 315.04(a).
risks.
Audit Procedures for Obtaining Audit Evidence
19 The auditor obtains audit evidence to draw reasonable A4 Included as a requirement

conclusions on which to base the audit opinion by
performing audit procedures to:

(a) Obtain an understanding of the entity and its
environment, including its internal control, to assess
the risks of material misstatement at the financial
statement and assertion levels (audit procedures
performed for this purpose are referred to in the ISAs
as “risk assessment procedures”);

(reworded), in:

Redrafted ISA 315.03
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(b)When necessary or when the auditor has determined
to do so, test the operating effectiveness of controls in
preventing, or detecting and correcting, material
misstatements at the assertion level (audit procedures
performed for this purpose are referred to in the ISAs
as “tests of controls”); and

(c)Detect material misstatements at the assertion level
(audit procedures performed for this purpose are
referred to in the ISAs as “substantive procedures” and
include tests of details of classes of transactions,
account balances, and disclosures and substantive
analytical procedures).

Redrafted ISA 330.08

Redrafted ISA 330.20

20

The auditor always performs risk assessment
procedures to provide a satisfactory basis for the
assessment of risks at the financial statement and
assertion levels. Risk assessment procedures by
themselves do not provide sufficient appropriate audit
evidence on which to base the audit opinion, however,
and are supplemented by further audit procedures in
the form of tests of controls, when necessary, and
substantive procedures.

Included as a requirement
(reworded) in ISA 315.5.

21

Tests of controls are necessary in two circumstances.
When the auditor’s risk assessment includes an
expectation of the operating effectiveness of controls,
the auditor is required to test those controls to support
the risk assessment. In addition, when substantive
procedures alone do not provide sufficient appropriate
audit evidence, the auditor is required to perform tests
of controls to obtain audit evidence about their
operating effectiveness.

Included as a requirement
(reworded) in ISA 330.8.

22

The auditor plans and performs substantive procedures
to be responsive to the related assessment of the risks
of material misstatement, which includes the results of
tests of controls, if any. (The auditor’s risk assessment
is judgmental, however, and may not be sufficiently
precise to identify all risks of material
misstatement....)Therefore, substantive procedures for
material classes of transactions, account balances, and
disclosures are always required to obtain sufficient
appropriate audit evidence.

Included as a requirement
(reworded) in ISA
330.4(a), .17(c), and .20,
and ISAs 200 (which will
discuss the inherent
limitations of an audit)
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23 The auditor uses one or more types of audit procedures Y 6
described in paragraphs 26-38 below.

Inquiry

32 The auditor performs audit procedures in addition to N 4 Seen as conveying a
the use of inquiry to obtain sufficient appropriate audit generally understood
evidence. concept rather than a

direction, therefore,
included in the
Introduction,

ISA 530 “Audit Sampling and Other Means of Testing”

Elevate
toa New Rationale and Comment
Para. | Statements in extant ISA 530 . parag
Require- (as necessary)
raph
ment
15 Based on the auditor's understanding of internal N A25 Included as a statement of fact:
control, the auditor identifies the characteristics or “Designing tests of controls to
attributes that indicate performance of a control, as obtain relevant audit evidence
well as possible deviation conditions which indicate includes identifying ...”
departures from adequate performance.
22 When designing audit procedures, the auditor should Y 13
determine appropriate means of selecting items for
testing. The means available to the auditor are:
() Selecting all items (100% examination);
(b) Selecting specific items, and
(c) Audit sampling
23 ... the auditor needs to be satisfied that methods used Y 13
are effective in providing sufficient appropriate audit & A3l
evidence to meet the objectives of the audit procedure
26 The auditor considers the need to obtain sufficient N A34 Subsumed in the requirement of
appropriate audit evidence regarding the remainder of ISA 500.13 to “determine
the population when that remainder is material. means of selecting items for
testing that are effective in
35 It is important for the auditor to ensure that the N meeting the objectives of the
population is; audit procedure.” If these
matters were not dealt with
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(@) Appropriate ...; and A21 adequately, the selection would

(b) Complete. A28 not be effective.
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