ISA 540 : AUDIT OF ACCOUNTING ESTIMATES


Auditors should obtain sufficient appropriate evidence regarding accounting estimates

Examples of estimates	    stock provisions
				    bad debt provisions
				    depreciation provisions
				    accrued revenue
				    deferred tax provision
				    provision for a contingency

Factors to consider		
	    directors and mgt make estimates
	    often conditions of uncertainty
	    use of judgement
	    risk of material misstatement increases
	    evidence supporting estimates less than conclusive
	    auditors must exercise judgement

AUDIT PROCEDURES

Sufficient evidence needed as to whether estimate is reasonable

	    review and test process used by mgt.	--  consider assumptions
							--  test calculations
							--  comparison : estimates vs actual for prior 									    years
	    independent estimate and comparison
	    review subsequent events


EVALUATION OF RESULTS OF AUDIT PROCEDURES

Final assessment of reasonableness of estimate

