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EVALUATION OF MISSTATEMENTS
IDENTIFIED DURING THE AUDIT
Introduction (1 AEZSOHMFL OB
Definitions (3. E®)
4. For purposes of the ISAs, the following terms have the | 3. AHEEIZI T 5 HFEOERIL, LTO &R
meanings attributed below: Ui BN
(a) Misstatement — A difference between the reported | (1) TEAFER R —WEINAUWEHEHEE O

amount, classification, presentation, or disclosure of

a financial statement item and the amount,

classification, presentation, or disclosure that is

required for the item to be in accordance with the

applicable  financial  reporting  framework.
Misstatements can arise from error or fraud. (Ref:
Para. Al)
When the auditor expresses an opinion on whether
the financial statements are presented fairly, in all
material respects, or give a true and fair view,
misstatements also include those adjustments of
amounts, classifications, presentation, or disclosures
that, in the auditor’s judgment, are necessary for the
financial statements to be presented fairly, in all
material respects, or to give a true and fair view.

(b) Uncorrected misstatements — Misstatements that
the auditor has accumulated during the audit and that

have not been corrected.
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Requirements

(I ERFE)

Accumulation of Identified Misstatements

1. #AI L7 BBRRDOER

5. The auditor shall accumulate misstatements
identified during the audit, other than those that are
clearly trivial. (Ref: Para. A2-A6)
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Considerations of Identified Misstatements as the
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Audit Progresses

ERY

6. The auditor shall determine whether the overall audit
strategy and audit plan need to be revised if:

(a) The nature of identified misstatements and the
circumstances of their occurrence indicate that other
misstatements may exist that, when aggregated with
misstatements accumulated during the audit, could be
material; or (Ref: Para. A7)

(b)
during the audit approaches materiality determined in
accordance with ISA 320. (Ref: Para. AS)

The aggregate of misstatements accumulated
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7. If, at the auditor’s request, management has
examined a class of transactions, account balance or
disclosure and corrected misstatements that were
detected, the auditor shall perform additional audit
procedures to determine whether misstatements

remain. (Ref: Para. A9)
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Communication and Correction of Misstatements

(3. BBEBRCETIIAI2=r—va VKD
EIE)

8. The auditor shall communicate, unless prohibited by
law or regulation, on a timely basis all misstatements
accumulated during the audit with the appropriate level
of management.’ The auditor shall request management

to correct those misstatements. (Ref: Para. A10-A12)

3 ISA260(Revised), Communication with Those Charged

with Governance, Paragraph 7
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9. If management refuses to correct some or all of the
misstatements communicated by the auditor, the
auditor shall obtain an understanding of management’s
reasons for not making the corrections and shall take
that understanding into account when evaluating
whether the financial statements as a whole are free

from material misstatement. (Ref: Para. A13.)
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Evaluating the Effect of Uncorrected Misstatements

(4. REEDEBRTH RIETHEONMEL)

10.  Prior to evaluating the effect of uncorrected

misstatements, the auditor shall reassess materiality
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determined in accordance with ISA 320 to confirm
whether it remains appropriate in the context of the

entity’s actual financial results. (Ref: Para. A14-A15)
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11. The auditor shall determine whether uncorrected
misstatements are material, individually or in
aggregate. In making this determination, the auditor
shall consider:

(a) The size and nature of the misstatements, both in
relation to particular classes of transactions, account
balances or disclosures and the financial statements
as a whole, and the particular circumstances of their
occurrence; and (Ref: Para. A16-A22, A24-A25)

(b) The effect of uncorrected misstatements related to
prior periods on the relevant classes of transactions,
account balances or disclosures, and the financial

statements as a whole. (Ref: Para. A23).
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Communication with Those Charged with Governance

(BEZESELDaIa=r—a V)

12. The auditor shall communicate with those charged
with governance uncorrected misstatements and the
effect that they, individually or in aggregate, may have
on the opinion in the auditor’s report, unless prohibited
by law or regulation.* The auditor’s communication
shall identify material uncorrected misstatements
individually. The auditor shall request that uncorrected

misstatements be corrected. (Ref: Para. A26-A28)

4 See footnote 3
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13. The auditor shall also communicate with those
charged with governance the effect of uncorrected
misstatements related to prior periods on the relevant
classes of transactions, account balances or disclosures,

and the financial statements as a whole.
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Written Representation

(5. BEEHERE)

14. The auditor shall request a written representation
from management and, where appropriate, those
charged with governance whether they believe the
effects of uncorrected misstatements are immaterial,
individually and in aggregate, to the financial
statements as a whole. A summary of such items shall

be included in or attached to the written representation.
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(Ref: Para. A29) HZ )
Documentation (6. BEEEME)
15. The auditor shall include in the audit documentation:® | 14. B A%, DL FOFEZ BT Z (5L L
(Ref: Para. A30) Tt S, (A2TTESR)
(a) The amount below which misstatements would be | (1) B & D 7B FR R L HLY 9 &%
regarded as clearly trivial (paragraph 5); (FHA4HESMR) (BEEEESRESHEFE230
(b) All misstatements accumulated during the audit (EEATRE] 25 7 HN DB 10 K A6 IHS
and whether they have been corrected (paragraphs 5, )
8 and 12); and (2) EAEOEmBRETCHLLIEETOEBR
(c) The auditor’s conclusion as to whether uncorrected REBEOH (GF4IH, F7HEOFEIIR
misstatements are material, individually or in Z )
aggregate, and the basis for that conclusion | (3) RIEEDEARRPEBICITEFF LT
(paragraph 11). HETHDLINE I MDITHT DEENDOKE

KOOI (F10HSH)
SISA 230, Audit Documentation, paragraphs 8-11, and

Ab.
Application and Other Explanatory Material (I #HES)
Definition of Misstatement (Ref: Para. 4(a)) 1. BaRTOER) GF3H ()W)
Al. Misstatements may result from: Al. EB1AFRII. UTORRAELLZEDBH 5,
(a) An inaccuracy in gathering or processing data from | (1) MEsEROIEME L 25T — X OUUE T
which the financial statements are prepared; LB FDFR Y
(b) An omission of an amount or disclosure, including | (2) &FE I FEFLFHEOMN (REUIZ, XX
inadequate or incomplete disclosures, and those ARFERRETL K B RE O Iz B0
disclosures required to meet disclosure objectives of THIRIIZESR STV WA, FEiLZ KD
certain  financial reporting frameworks as LEBEIZHO L THELEEZ LNDLELN
applicable;® RENTWRWEEZET,)
(c) An incorrect accounting estimate arising from | (3) FFED R & L I SRR B4
overlooking, or clear misinterpretation of, facts; LA EORMEY DFEY

(d) Judgments of management concerning accounting | (4) FEEEADRAEATRWVWEEZ X HRF LD
estimates that the auditor considers unreasonable or RAED IEEANREY EE 25855

the selection and application of accounting policies FrooBPR K OV B3 2 # ' & ol
that the auditor considers inappropriate; (5) TEHROARNEL 22Xy, et UMb
() An inappropriate classification, aggregation or | (6) i [FEZR/~ DFF AN IE S X ERR S v 7=
disaggregation, of information; and Btk OB G | P TIIHIRIIT RO H i
(f) For financial statements prepared in accordance TWRWA, BIER IO HIZERT 5728
with a fair presentation framework, the omission of (LB ERE T DIV TR WG S
a disclosure necessary for the financial statements to RIEIZ X DR FoROfRIT, BEEREERER
achieve fair presentation beyond disclosures | =HEE240 IHHERERICKIT 5 A IE] IZFD
specifically required by the framework.’ WENTWD (BEER240DAIHEN HASIHS

Examples of misstatements arising from fraud are | HR),
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provided in ISA 240.%

6 For example, International Financial Reporting Standard
7 (IFRS),
paragraph 42H states that “an entity shall disclose any

Financial  Instruments:  Disclosures,
additional information that it considers necessary to
meet the disclosure objectives in paragraph...”
For example, IFRS requires an entity to provide
additional disclosures when compliance with the
specific requirements in IFRS is insufficient to enable
users to understand the impact of particular
transactions, other events and conditions on the entity’s
financial position and financial performance
(International Accounting Standard 1, Presentation of
Financial Statements, paragraph 17(c)).

8 ISA 240, The Auditor’s Responsibilities Relating to
Fraud in an Audit of Financial Statements, paragraphs

Al-A6

Accumulation of Identified Misstatements (Ref: Para.
5)

(2. LI BBRROER) (GE4HSM)

“Clearly Trivial” Q) TEALNTHED ] REHBIRT)
A2. Paragraph 5 of this ISA requires the auditor to | A2. %5 4 TH L, TBH L MNIEA ) b DO AR, B

accumulate misstatements identified during the audit
other than those that are clearly trivial. “Clearly trivial”
is not another expression for ‘“not material.”
Misstatements that are clearly trivial will be of a wholly
different (smaller) order of magnitude, or of a wholly
different nature than those that would be determined to
be material, and will be misstatements that are clearly
inconsequential, whether taken individually or in
aggregate and whether judged by any criteria of size,
nature or circumstances. When there is any uncertainty
about whether one or more items are clearly trivial, the

misstatement is considered not to be clearly trivial.

AOWMFE T LI BAR T EEFT D &
ZROTND, TBHSNCEAD ) Lix, TEEME
7N LD T ETIEAR G, TH LN
IR N, HEMERD D S S DR
FoRE AR TEEEMC L DEELKIETH D
MIFNBEPN B B DBBR I TH D, 30b
B, THONTED) ik, ERNCHEF LT
b, B NAUTRUONTUZBNT S,
B ZEERZe Z & A2 D,

B D EAFRIZONT, THLNED ) TH
HINEIMDIZONTHI L NDERFN B D55
X, TH LD ) Tiden Sl 5,

Misstatements in Individual Statements

((2) MBHERICBIDEBFRT)

A3. The auditor may designate an amount below which
misstatements of amounts in the individual statements
would be clearly trivial, and would not need to be
accumulated because the auditor expects that the

accumulation of such amounts clearly would not have

A3 BRI, MR RICEE B L5220
ZEVHLNTHD LBESNDTOERT
D WEEIN IR LW DR E R D@ T | W
BebRIZBIT D B SED ) RBHE LTE
DLGEND D, FHAHETERINA TS LD
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a material effect on the financial statements. However,
misstatements of amounts that are above the designated
amount are accumulated as required by paragraph 5 of
this ISA. In addition, misstatements relating to amounts
may not be clearly trivial when judged on criteria of
nature or circumstances, and, if not, are accumulated as

required by paragraph 5 of this ISA.

(2 BEENT TH S NTHED ) IR RSO
ELTRELIZGHZBARWERE TR TH
S>TH, AAEXITRUBHETT 5 & TH S )
(D] T LB E NS5 EITIE, HiX
FEAAZRILH 4 TIZEWEF S s 2 L &2
o

Misstatements in Disclosures

() EREFHDOERBFT)

A4. Misstatements in disclosures may also be clearly
trivial whether taken individually or in aggregate, and
whether judged by any criteria of size, nature or
circumstances. Misstatements in disclosures that are
not clearly trivial are also accumulated to assist the
auditor in evaluating the effect of such misstatements
on the relevant disclosures and the financial statements
as a whole. Paragraph Al17 of this ISA provides
examples of where misstatements in qualitative

disclosures may be material.

M. FRFHICEAT 2EBFR TS, £72. BRI
HEEFLTH, IS, WEE L IRz
EBLTHIHALDUED | THIHANRD D,
EE NI, THDMCED ) Cide W ERL A
DREBR TR ON TR, YR AFR NI BEE
DIERFHKR OCMBHERBRICEZ D%
T D 7o DR D, ALBTHIL, EMER R
FRLFHICE T B ARNICEEENH D &
MW SN DA OB Z R LTV D,

Accumulation of Misstatements

(@) BBTROEE)

AS.

accumulated as described in paragraphs A3-A4,

Misstatements by nature or circumstances,
cannot be added together as is possible in the case of
misstatements of amounts. Nevertheless, the auditor is
required by paragraph 11 of this ISA to evaluate those
misstatements individually and in aggregate (i.e.,
collectively with other misstatements) to determine

whether they are material.

A5, ABTH X MIEIZHEVVN A TR AZ B E L
THEF SN EAFR T, ST DR
TOEICARETDHZ LXTERy, Lo,
FLOBEITIEVEE A NI, RN SOTEEFH L T
(D EfAFR E A TC) BHBFERNEET
HHMNE I DEHET S Z ENRD B TY
%o

A6. To assist the auditor in evaluating the effect of
misstatements accumulated during the audit and in
communicating misstatements to management and
those charged with governance, it may be useful to
distinguish between factual misstatements, judgmental
misstatements and projected misstatements.

* Factual misstatements are misstatements about which
there is no doubt.

+ Judgmental misstatements are differences arising from
the judgments of management including those

concerning recognition, measurement, presentation and

disclosure in the financial statements (including the

selection or application of accounting policies) that the

A6. BEEA AN, BEAE OWFR CHEE LB R RO
ORI L R L O ARSI AR R
BT DS, MEE LT EBFROR, HIWNC X D
BARREOHEIZ LD EBRRICKST S
ZEDARBRGEND D,

- WEE LT AR &, BREoR s L ToHEE
DEDD LN HE DREBR R Z D D,
RN X D EBER & T BEE ARSI
BWEITRWNE B R DRI T Dbk, Ml
. TR K ONERRFE (SEHTE ORI KL O
MEEte,) (BT LREHEOHWNGAL D
ZERAE NS,

- HEEIC K DGR & E BEERNC BT &S
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auditor considers unreasonable or inappropriate. KROEENDREDOHIEY THY o7

» Projected misstatements are the auditor’s best estimate | (23 Tkl L 72 ALK R~ b REERI 2K D
of misstatements in populations, involving the | EARREZHEE LI2HE WD, HEEIZ X DS
projection of misstatements identified in audit samples FTRDOPWTE L F OB DOFARIC OV T DIFE:
to the entire populations from which the samples were %, AR B SWEEL0 a7
drawn. Guidance on the determination of projected | > 7| IZFC#i LT\ 5, (BEEEHG305H13TH L Y
misstatements and evaluation of the results is set out in FI4TESR)

ISA 530.°

 ISA 530, Audit Sampling, paragraphs 14—15

Considerations of Identified Misstatements as the | 3. BEEDOEHIZHEVIRI LZRBEBRTOK
Audit Progresses (Ref: Para. 6-7) ) GE5HEOE 6 HSH)

A9. The auditor may request management to examine a | A9. BEAT A&, #REH Tk LT, B AR L
class of transactions, account balance or disclosure in |  7=fE{AF R D JRIN % BfFE$ 5 7= O HL g | FEkE ., )
order for management to understand the cause of a | EFEmE ITFFLFHOMAES, FEERITHAE LT
misstatement identified by the auditor, perform | ME{AF ROGEAE HETET D72 D Tt D FEi .,
procedures to determine the amount of the actual | K ONMEFER~OEUIRMEEL EFFETHZ &

misstatement in the class of transactions, account N 5D,

balance or disclosure, and to make appropriate BE NI, B2, o7 uizsB WGl L
adjustments to the financial statements. Te 2R b R RIR O R R R 2 HEE

Such a request may be made, for example, based on L7 & & BEFIEDRIBRROWME L EiE
the auditor’s projection of misstatements identified in TLIEND D,
an audit sample to the entire population from which it

was drawn.

Communication and Correction of Misstatements | (4. EBBFRNIETI2aIa=lr— g KO
(Ref: Para. 8-9) BIE) (G 7 HE O 8 IHE M)

A10. Timely communication of misstatements to the | A10. U7 pEfE DR =& 2% U ClRFIZE1AFR
appropriate level of management is importantasitenables | RIZBHT A aI 2=/ —T a3 V2 ETH 2
management to evaluate whether the classes of | &%, £ DS IFRME, HE &S &k NGRS
transactions, account balances and disclosures are | IHIZ DWW TREMBAFRTRDBHDHNE D 0 ZRHE L,
misstated, inform the auditor if it disagrees, and take | AT R THDH Z EIWCFETLINE > &k
action as necessary. Ordinarily, the appropriate level of | T AIZ/5x, MERHEEZ T H 2 L A AHEIC
management is the one that has responsibility and | 72257-®, HETH 5,

authority to evaluate the misstatements and to take the W B ORE R L L. BRI T
necessary action. PR L, MEREE AT D BEM MR AT
LEEND,

A13. ISA 700(Revised) requires the auditor to evaluate | A12. BEA&FEMETR B WA ET00IL, BEEANIC, I
whether the financial statements are prepared and | FSiEZ23 T X TOEERFICEBW T, @H I
presented, in all material respects, in accordance with the D MBS O AL L CTHER SRR
requirements of the applicable financial reporting SNTWDENE I DT 52 & 2RO TW
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framework. This evaluation includes consideration of the
qualitative aspects of the entity’s accounting practices,
including indicators of possible bias in management’s

' which may be affected by the auditor’s

judgments,
understanding of management’s reasons for not making

the corrections.

ISA 700(Revised), paragraph 12.

%o ZOFHMIZITRE BN EBER R EZEELR
WELH 2 4R L RRE R DA T A D IR AR
¥ORFHFEBOEIMEZ BT 22 035
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Evaluating the Effect of Uncorrected Misstatements
(Ref: Para. 10-11)

(5. RIEEDOEBFRREZIETEEDITAM) (5
9K O 10HZ )

AlS.

materiality for the financial statements as a whole (and, if

ISA 320 explains that, as the audit progresses,

applicable, the materiality level or levels for particular
classes of transactions, account balances or disclosures) is
revised in the event of the auditor becoming aware of
information during the audit that would have caused the
auditor to have determined a different amount (or
amounts) initially.'? Thus, any significant revision is likely
to have been made before the auditor evaluates the effect
of uncorrected misstatements. However, if the auditor’s
reassessment of materiality determined in accordance
with ISA 320 (see paragraph 10 of this ISA) gives rise to
a lower amount (or amounts), then performance
materiality and the appropriateness of the nature, timing
and extent of the further audit procedures are reconsidered
so as to obtain sufficient appropriate audit evidence on

which to base the audit opinion.

12ISA320, paragraph 12

Al4. EEEREEZ B SWIEE20TIE. BEAEAN,
B ORI HEMEO LR (REL T
WDEA L FEE OB EE, e m ST
HIA 6 D EEMEOHYE) 2T~ &
WA LA ofRsnREHIhTn s (B
FEB208 1 1B, BER AP RIEEDEHE
RINGZ DRI D AN, W, B
DI OUETIZAIT DI D,

B EER B WS 32012t » TIRE LT
EEMEORLEMEIC OV TEAE NDSRR L7k
R (RHEES 9OHBH) | HEMO L)
YPIRE LA TEIDHICEET S5
HVEBEB RO L 72D+ o0y i A
AEHLE ATT 57010, P Ll b o EEE
&L U RIS FRe oA, R K OV o5
UM% R 2,

Al6. Each individual misstatement of an amount is
considered to evaluate its effect on the relevant classes of
transactions, account balances or disclosures, including
whether the materiality level for that particular class of
transactions, account balance or disclosure, if any, has

been exceeded.

Al5. BEEENIE, @RI 2~ DERFRN
BeiE 4 2 M5 [ARAR , #hE 7k e SRR IS -
A DR AT D, FEEDOMG IR, #hiEsk
i X ATHERLF A 9~ 5 BB D FL AR 2 %
ELTWD5EE, BEANT, fx DEHBFRO
RN EEME O R EEE A ER S TV D
E D MERTTT %,

Al7. In addition, each individual misstatement of a
qualitative disclosure is considered to evaluate its effect

on the relevant disclosure(s), as well as its overall effect

A16. BEA NIX, EPEM 2R FEIZEE T A 4 D
EAsFoRD ., BT 2 0 E L MBS ES
KIZH 2 DB T 5, ETERN e FH N
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on the financial statements as a whole. The

determination of whether a misstatement(s) in a

qualitative disclosure is material, in the context of the

applicable financial reporting framework and the
specific circumstances of the entity, is a matter that
involves the exercise of professional judgment.

Examples where such misstatements may be material

include:

* Inaccurate or incomplete descriptions of information
about the objectives, policies and processes for
managing capital for entities with insurance and
banking activities.

* The omission of information about the events or
circumstances that have led to an impairment loss
(e.g., a significant long-term decline in the demand
for a metal or commodity) in an entity with mining
operations.

* The incorrect description of an accounting policy
relating to a significant item in the statement of
financial position, the statement of comprehensive
income, the statement of changes in equity or the
statement of cash flows.

* The inadequate description of the sensitivity of an
exchange rate in an entity that undertakes

international trading activities.

(BT 2 BARTRICEEEN S D0 E 9 M,

TR EPIF & L o2 FHTH Y |

6 X5 MBS O & OB EO R E
DORUAEZBE L THB S D, FlxiX, LTFD
L RGAICEENTRBERICEEERD
LM AGE R 5,

AR K ORRFRICE o - F TRz oW
THR L TW 2GS BlE, di2ka T
BEICBWT, @B XII=ET 47 4123
DRBEORMMGE LWV TR Y, )

- BCIRBEGH A E (EfERTRER) | HARFHHE
AFERSEI R E, FoLiEEE BREEAR
SEEGRREE) EFd vy va s Te—EtRE
FIZB T L2EERERICET 5225 7#t0
SRR AR IERER S

- RBR R ORATHES 21T O R EIZB W T, B
BAEHO B, FE A O TRl 5508
INRIEHE SR 20 a

- [EHEEA BB NS 21T 5 BHEICB W T, &%
L— b OZEEH KT D 0GB T 5 Rl
INARF3 1856

A18. In determining whether uncorrected misstatements
by nature are material as required by paragraph 11 of
this ISA, the auditor considers uncorrected
misstatements in amounts and disclosures. Such
misstatements may be considered material either
individually, or when taken in combination with other
misstatements. For example, depending on the
misstatements identified in disclosures, the auditor may
consider whether:

(a) Identified errors are persistent or pervasive; or
(b) A number of identified misstatements are relevant
to the same matter, and considered collectively may
affect the users’ understanding of that matter.
This consideration of accumulated misstatements is

also helpful when evaluating the financial statements in

A17. BEI0HTER SN D L DT, RMEEDER
FRNPNBENNCEETH L0 E I DERET
%6 BEAENISHE L O FHICEAT oK
BEEDRRRREERT D, TD XD R RE
AL RN, I oRAFROR LAY CE
HThHDEHMENLIHERH D, FlZIE, 1E
FLEFEICB W TR SN BIBFR ROV T,
BEAENIUTEBET LI ENH D,

(1) Rl snlzEBBaERrINEMThom L L
TH, RAESITAHEHFIZEELTEBY Y
27 FHMIZEBET 5D TH L0089 D,

(2) Wl EN=%< OEBFRNE—OFHIE
IZRHE L CTER Y MAERIHIETT 5 & Y5k H
HOMBHRFAE OB EE 5 25
ME DD,
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accordance with paragraph 13(d) of ISA 700 (Revised),
which requires the auditor to consider whether the
overall presentation of the financial statements has been
undermined by including information that is not
relevant or that obscures a proper understanding of the

matters disclosed.

A AL ET B A FHT00 [IMESRE RIS
LHE O L EARE ] OF11H (4) 1%, B
AT, B L 22 WSO TER S V- T O
G2 R A BRI T DI MAE B D5 2 LTk
D MEEROBKRORERBER DTV
W E I IMERRT S 2 EERO TR, £t
L7cEBRTROBFHT, M1 (4) I ->
TMBHRZ 0T 2RI &L,

A20. Determining whether a classification misstatement
is material involves the evaluation of qualitative
considerations, such as the effect of the classification
misstatement on debt or other contractual covenants,
the effect on individual line items or sub-totals, or the
effect on key ratios. There may be circumstances where
the auditor concludes that a classification misstatement
is not material in the context of the financial statements
as a whole, even though it may exceed the materiality
level or levels applied in evaluating other
misstatements. For example, a misclassification
between balance sheet line items may not be considered
material in the context of the financial statements as a
whole when the amount of the misclassification is
small in relation to the size of the related balance sheet
line items and the misclassification does not affect the

income statement or any key ratios.

AL9. BV EFR B EO SR D BRIV EET
DN E D MOYWHIZIE, BRI 2R FIE O G %
fEo. ERREHEIIE, plxiE, BERH%ED
SR D AR R DM AR 4R D MBS
HIBRICIHIC 5 % 2 52288 lE 2 DEYEFRH i3/
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Batde & OB TIXEE TRV LT 5
BAEnH 5,

A21. The circumstances related to some misstatements
may cause the auditor to evaluate them as material,
individually or when considered together with other
misstatements accumulated during the audit, even if
they are lower than materiality for the financial
statements as a whole. Circumstances that may affect
the evaluation include the extent to which the
misstatement:

+ Affects compliance with regulatory requirements;

+ Affects compliance with debt covenants or other
contractual requirements;

+ Relates to the incorrect selection or application of an

accounting policy that has an immaterial effect on the

A20. BEEENIX, BBRRAVETEHOLEMEE T

F256TH, UEARRD, ERNC, XX
BE A O CHEE Lo EHBR R &S
THRFT L7, HECTH D LT 5 2 LA
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BB ER, ERESFICEE A 52 T D,
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IFEE TRV, BURELBEOMEERIC
HERYEL G 2 5 AREEN SO RE
DAY 7238 4R s I B LT D,
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current period’s financial statements but is likely to
have a material effect on future periods’ financial
statements;

* Masks a change in earnings or other trends,
especially in the context of general economic and
industry conditions;

+ Affects ratios used to evaluate the entity’s financial
position, results of operations or cash flows;

* Affects segment information presented in the
financial statements (for example, the significance of
the matter to a segment or other portion of the entity’s
business that has been identified as playing a
significant role in the entity’s operations or
profitability);

* Has the effect of increasing management
compensation, for example, by ensuring that the
requirements for the award of bonuses or other
incentives are satisfied;

+ Is significant having regard to the auditor’s
understanding of known previous communications to
users, for example, in relation to forecast earnings;

* Relates to items involving particular parties (for
example, whether external parties to the transaction
are related to members of the entity’s management);

*Is an omission of information not specifically
required by the applicable financial reporting
framework but which, in the judgment of the auditor,
is important to the users’ understanding of the
financial position, financial performance or cash
flows of the entity; or

* Affects other information to be included in the
entity’s annual report (for example, information to be
included in a “Management Discussion and
Analysis” or an “Operating and Financial Review”)
that may reasonably be expected to influence the
economic decisions of the users of the financial
statements. ISA 720 (Revised)'* deals with the
auditor’s  responsibilities relating to  other
information.

These circumstances are only examples; not all are

likely to be present in all audits nor is the list necessarily
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ERNPEENDARERICBITS2ZOMD
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complete. The existence of any circumstances such as
these does not necessarily lead to a conclusion that the

misstatement is material.

4 ISA 720 (Revised), The Auditor’s Responsibilities
Relating to Other Information

LI TWA EiTEx v, 612, EED
DORBUTHEE T 2HE TH - TH, EIAFRRN
HETHL LWV IORmICHLT LLELIDITT
[EZAAN

A22. ISA 240" explains how the implications of a
misstatement that is, or may be, the result of fraud
ought to be considered in relation to other aspects of the
audit, even if the size of the misstatement is not
material in relation to the financial statements.
Depending on the circumstances, misstatements in
disclosures could also be indicative of fraud, and, for
example, may arise from:

* Misleading disclosures that have resulted from bias
in management’s judgments; or

* Extensive duplicative or uninformative disclosures
that are intended to obscure a proper understanding
of matters in the financial statements.

When considering the implications of misstatements in

classes of transactions, account balances and

disclosures, the auditor exercises professional

skepticism in accordance with ISA 200.'6

15 ISA 240, paragraph 35
16 ISA 200, paragraph 15
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Documentation (Ref: Para. 15)

(7. BEERE) (Fl4ESR)

A30. The auditor’s documentation of uncorrected
misstatements may take into account:

(a) The consideration of the aggregate effect of
uncorrected misstatements;

(b) The evaluation of whether the materiality level or
levels for a particular classes of transactions, account
balances or disclosures, if any, have been exceeded;
and

(c) The evaluation of the effect of uncorrected
misstatements on key ratios or trends, and
compliance with legal, regulatory and contractual

requirements (for example, debt covenants).
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Effective Date v @AY

2. This ISA is effective for audits of financial | - A#EE (20114:12H22H) 1%, 2012424 H 1
statements for periods beginning on or after December AU % BT 2 FEFEEITR L EAE K QFEA
15, 2009. LI BAgG 3 2 R 2 EH IS AR D ) B A 2
LT 5,
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