ISA 500 : AUDIT EVIDENCE


Auditors should obtain sufficient appropriate audit evidence to be able to draw reasonable conclusions on which to base the audit opinion

SUFFICIENT APPROPRIATE AUDIT EVIDENCE

SUFFICIENCY		--    measure of quantity

APPROPRIATENESS	--    measure of quality or reliability


    audit evidence usually persuasive not conclusive
    different sources examined
    "reasonable assurance" that FS are free from misstatement
    not all sources examined

Auditor is influenced by :

    degree of risk
    nature of accounting and internal control system
    materiality
    knowledge of business and industry
    experience from previous audits
    findings from audit procedures
    source and reliability of info.


TESTS OF CONTROL

Auditor seeks to obtain evidence in relation to :

    DESIGN		:   capable of preventing or detecting material 					     misstatements
    OPERATION	:    operated effectively in relevant period

of the accounting and internal control system









SUBSTANTIVE PROCEDURES

Consider extent to which evidence supports the relevant financial statement assertions

	    Existence
	    Rights and Obligations
	    Occurrence
	    Completeness				(See Glossary of Terms)
	    Valuation
	    Measurement
	    Presentation and Disclosure

Audit evidence is usually obtained to support each FS assertion

Reliability of evidence is influenced by its source (internal / external) and by its nature (visual , documentary , oral )

Consistency of evidence from different sources increases persuasiveness


PROCEDURES FOR OBTAINING AUDIT EVIDENCE

    Inspection	--   of records / documents (reliability depends on source)
			--   of tangible assets to confirm existence (not necessarily 			      ownership , cost or value)

    Observation	--   of an operation / procedure  (only reliable at that time )

    Enquiry and Confirmation
		
			--   of knowledgeable persons inside or outside the 			    	      business	
			--   written or oral
			--   reliability depends on competence , experience , 				      independence and integrity of respondent

    Computation	--   check of arithmetical accuracy or independent 				      calculation

    Analytical Procedures

			--   of ratios , trends , variations , comparisons etc.



