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Definitions (3. E®)
4. For purposes of the ISAs, the following terms have | 3. RHEEIZBIT O HEOERIL. UL TDOLEBY
the meanings attributed below: LT 5%,
(a) Substantive procedure — An audit procedure (& W)
designed to detect material misstatements at the | (2) [ZEiEFHe) — 7 —var L-YULOEHE
assertion level. Substantive procedures comprise: RIEBR R EFBLRNVE S IR LERT D
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(a) Consider the reasons for the assessment given to | (1) Hug|FEE, BEKE M EGLFEHOK 4 12
the risk of material misstatement at the assertion DONWT, ML =T — g s LULOEE
level for each class of transactions, account AT R A7 ORILE, ITOFRELZS
balance, and disclosure, including: ODTEETH L, (AAEADLAITIAZMR)
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the particular characteristics of the relevant class (ZAR DRI R 3 2 BB R B R R D3
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(that is, the inherent risk); and €I )
Substantive Procedures €(2) ZEFEFHE)
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misstatement, the auditor shall design and perform | JFE(Z2)d 69, EE ARG FEE, BiEike L)
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substantive procedures for each material class of
transactions, account balance, and disclosure. (Ref:
Para. A42-A47)
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20.

the following audit procedures related to the financial

The auditor’s substantive procedures shall include

statement closing process:
(a) Agreeing or reconciling information in the
financial statements with the underlying accounting
records, including

agreeing or reconciling

information in  disclosures, whether such
information is obtained from within or outside of
the general and subsidiary ledgers; and

(b) Examining material journal entries and other
adjustments made during the course of preparing

the financial statements. (Ref: Para. A52)
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Adequacy of Presentation of the Financial

Statements

(3. MEBHROFTRKOERLERDOZ M)

24. The auditor shall perform audit procedures to
evaluate whether the overall presentation of the
financial statements is in accordance with the
applicable financial reporting framework. In making
this evaluation, the auditor shall consider whether the
financial statements are presented in a manner that
reflects the appropriate:

Classification and description of financial
information and the underlying transactions, events
and conditions; and

+ Presentation, structure and content of the financial

statements. (Ref: Para. A59)
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Documentation

(5. EEERED

30. The auditor’s documentation shall demonstrate that
information in the financial statements agrees or
reconciles with the underlying accounting records,
including agreeing or reconciling disclosures,

whether such information is obtained from within or

outside of the general and subsidiary ledgers.
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Audit Procedures Responsive to the Assessed Risks

of Material Misstatement at the Assertion Level
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The Nature, Timing, and Extent of Further Audit
Procedures (Ref: Para. 6)
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A4. The auditor’s assessment of the identified risks at
the assertion level provides a basis for considering the
appropriate audit approach for designing and
performing further audit procedures. For example, the
auditor may determine that:

(a) Only by performing tests of controls may the
auditor achieve an effective response to the
assessed risk of material misstatement for a
particular assertion;

(b)  Performing only substantive procedures is
appropriate for particular assertions and, therefore,
the auditor excludes the effect of controls from the
relevant risk assessment. This may be because the
auditor’s risk assessment procedures have not
identified any effective controls relevant to the
assertion, or because testing controls would be
inefficient and therefore the auditor does not intend
to rely on the operating effectiveness of controls in
determining the nature, timing and extent of
substantive procedures; or

(c) A combined approach using both tests of
controls and substantive procedures is an effective
approach.

However, as required by paragraph 18, irrespective of

the approach selected, the auditor designs and

performs substantive procedures for each material

class of transactions, account balance, and disclosure.
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Responding to the Assessed Risks of Material
Misstatement at the Assertion Level (Ref: Para. 7(a))
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Timing
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Al13. In addition, certain audit procedures can be
performed only at or after the period end, for
example:

+ Agreeing or reconciling information in the financial
statements with the underlying accounting records,
including agreeing or reconciling disclosures,
whether such information is obtained from within

or outside of the general and subsidiary ledgers;
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+ Examining adjustments made during the course of
preparing the financial statements; and

* Procedures to respond to a risk that, at the period
end, the entity may have entered into improper sales
contracts, or transactions may not have been

finalized.
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A14. Further relevant factors that influence the auditor’s
consideration of when to perform audit procedures
include the following:

* The control environment.

* When relevant information is available (for
example, electronic files may subsequently be
overwritten, or procedures to be observed may
occur only at certain times).

* The nature of the risk (for example, if there is a risk
of inflated revenues to meet earnings expectations
by subsequent creation of false sales agreements,
the auditor may wish to examine contracts available
on the date of the period end).

* The period or date to which the audit evidence
relates.

+ The timing of the preparation of the financial
statements, particularly for those disclosures that
provide further explanation about amounts

recorded in the statement of financial position, the

statement of comprehensive income, the statement

of changes in equity or the statement of cash flows.
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Substantive Procedures (Ref: Para. 18)
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A42. Paragraph 18 requires the auditor to design and
perform substantive procedures for each material
class of transactions, account balance, and disclosure,
irrespective of the assessed risks of material
misstatement. This requirement reflects the facts that:
(a) the auditor’s assessment of risk is judgmental and
so may not identify all risks of material misstatement;
and (b) there are inherent limitations to internal

control, including management override.
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Substantive Procedures Related to the Financial

Statement Closing Process (Ref: Para. 20)
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AS52. The nature, and also the extent, of the auditor’s

substantive procedures related to the financial
statement closing process depends on the nature and
complexity of the entity’s financial reporting process

and the related risks of material misstatement.
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Adequacy of Presentation of the Financial

Statements (Ref: Para. 24)
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A59. Evaluating the appropriate presentation, arrangement
and content of the financial statements includes, for
example, consideration of the terminology used as
required by the applicable financial reporting
framework, the level of detail provided, the aggregation
and disaggregation of amounts and the bases of amounts

set forth.
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Evaluating the Sufficiency and Appropriateness of
Audit Evidence (Ref: Para. 25-27)
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A60. An audit of financial statements is a cumulative and

iterative process. As the auditor performs planned audit
procedures, the audit evidence obtained may cause the
auditor to modify the nature, timing or extent of other
planned audit procedures. Information may come to the
auditor’s attention that differs significantly from the
information on which the risk assessment was based.
For example,

The extent of misstatements that the auditor detects
by performing substantive procedures may alter the
auditor’s judgment about the risk assessments and
may indicate a significant deficiency in internal
control.

The auditor may become aware of discrepancies in
accounting records, or conflicting or missing
evidence.

Analytical procedures performed at the overall
review stage of the audit may indicate a previously
unrecognized risk of material misstatement.

In such circumstances, the auditor may need to
reevaluate the planned audit procedures, based on the
revised consideration of assessed risks for all or some of
the classes of transactions, account balances, or

disclosures and related assertions. ISA 315(Revised)
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contains further guidance on revising the auditor’s risk

assessment’

"ISA 315(Revised), paragraph 31.

(B L3155 30HS IR)

Effective Date

(v @A)

2. This ISA is effective for audits of financial statements

for periods beginning on or after December 15, 2009.
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