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Objectives

For audits of financial statements for periods beginning on or after 15
December 2019
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Key enhancements

* Risk assessment procedures

« Separate inherent and control risk assessments at the assertion level

» Responses to assessed risks

o Stand-back evaluation and reasonableness of disclosures
« Communications with TCWG

* Documentation, scepticism and scalability
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Inherent and control risk assessments

* Inherent risk factors

- Methods, data and assumptions

- Other factors Eﬁé@:&?ﬁ{;
« Spectrum of inherent risk
 Scalability
« Control risk assessment Subjectivity

Complexity
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Responses to assessed risks

» Work effort responsive to assessed risks of material misstatement
* The higher the risk = the more persuasive the audit evidence
* Not biased to obtaining corroborative or excluding contradictory evidence

 Further audit procedures (one or more):
- Obtaining evidence from events up to the date of audit report
- Testing how management made the estimate
- Auditors’ point estimate or range
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Responses to assessed risks

 Document linkage of procedures with assessed risk
* Indicators of management bias

 Controls
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Stand-back evaluation and disclosures

Based on procedures performed:

Are the estimates and related disclosures reasonable or misstated?
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Communications with TCWG

 Auditor’s views about significant qualitative aspects of the entity’s accounting
practices and significant deficiencies in internal control related to accounting
estimates and related disclosures

« Appendix 2 examples
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Potential implementation challenges
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Implementation support

* |JAASB implementation working group

« ICAEW working group
Updating Estimates web portal

Revising ISA digital UK and International guides
Webinar on 10 July 2019
Other implementation tools
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https://master.icaew.com/international-accounting-and-auditing/international-standards-auditing/auditing-standards-and-guidance/auditing-estimates
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ICAEW will not be liable for any reliance you place on the information in this presentation.
You should seek independent advice.






