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measurement of these monetary amounts is
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subject to estimation uncertainty, which
reflects inherent limitations in knowledge
or data. These limitations give rise to
inherent subjectivity and variation in the

measurement outcomes.... |
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2. IAASB 2021 Handbook # # #7 ISA
540 = fe & ISA 200 i3z f H5 M
~3H R % T4.1SA315 (Rewsed
2019) requires a separate assessment of
inherent risk for identified risks of
material misstatement at the assertion
level. In the context of ISA 540
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accounting estimates, estimation

uncertainty may be very low, based on

their nature, and the complexity and

subjectivity involved in making them may

also be very low.... |
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(Revised), and depending on the nature
of a particular accounting estimate, the
susceptibility of an assertion to a
misstatement that could be material may
be subject to or affected by estimation
uncertainty, complexity, subjectivity or
other inherent risk factors, and the
interrelationship among them. As
lained.i ind or

: : : { related
e
fieeticc conpns Lonn o cileee
Accordingly, the assessment of inherent
risk depends on the degree to which the
inherent risk factors affect the likelihood
or magnitude of misstatement, andvaries
on a scale that is referred to as the
spectrum of inherent risk. |
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terms have the meanings attributed below:
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a.Accounting estimate — A monetary
amount for which the measurement, in

accordance with the requirements of

the applicable financial reporting
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framework, is subject to estimation
uncertainty. (Ref: Para. Al4)
c. Estimation uncertainty — Susceptibility

to an inherent lack of precision in
measurement. (Ref: Para. A16,
Appendix 1)
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"20. For a significant risk relating to an

accounting estimate, the auditor’s further

audit procedures shall include tests of

controls in the current period if the auditor

plans to rely on those controls. ... |
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evaluate whether judgments and decisions
made by management in making the
accounting estimates included in the

financial statements, even if they are

individually reasonable, are indicators of

% =x kSHHFRF L *ET R
the accounting estimate, the auditor’s
further audit procedures shall include
procedures, designed and performed in
accordance with paragraphs 23-26
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other inherent risk factors that the auditor
may consider in identifying and assessing
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possible management bias. ... |
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uncertainty, complexity, and
subjectivity) affect susceptibility
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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...
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ISA 540(revised)

..For example,

#A16

valuation of securities

guoted on an active and open market at the
listed market price may require adjustment
If the holding is significant or is subject to

restrictions in marketability....

ISA 540 #AS

“valuation of securities quoted on an

active and open market at the listed market
price may require adjustment if the holding
is significant in relation to the market or is

subject to restrictions in marketability”...
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%P ISA 540 A39 <~ ... When the model
itself has an increased level of complexity
or subjectivity, such as an expected credit
loss model or a fair value model using level
3 inputs, controls that address such
complexity or subjectivity may be more
likely to be identified as relevant to the
audit. When complexity in relation to
models is present, controls over data

integrity are also more likely to be relevant
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was available to management when the

previous period’s financial statements were

finalized, or that could reasonably be

expected to have been obtained and taken

into account in the context of the applicable

financial reporting framework. ... |
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Fo* % U ldentifying and
Assessing the Risks of Material

Misstatement (Ref: Para.4, 16) -

IR 3 L
~ % TA66. ..
material misstatement and in assessing

- B EE 2R
In identifying the risks of

inherent risk for accounting estimates in
accordance with ISA 315 (Revised 2019),
the auditor is required to take into account
the inherent risk factors that affect

susceptibility to misstatement of assertions,
and how they do so. ... |
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SBhFizeg o @RHELFE- 5k H
B~ % T A72. ...Whether the applicable
financial reporting framework requires:
*The use of a method to make the
accounting estimate that inherently has a
high level of estimation uncertainty. For
example, the financial reporting framework
may require the use of unobservable inputs.
*The use of assumptions that inherently
have a high level of estimation

uncertainty, such as assumptions with a
long forecast period, assumptions that are
based on data that is unobservable and are
therefore difficult for management to
develop, or the use of various assumptions

that are interrelated. ... |
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“Measurement bases may, in some cases,
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GLOSSARY OF TERMS (January 2021)
Assess—Analyze identified risks  of
material misstatement to conclude on their
significance. “Assess,” by convention, is
used only in relation to risk. (also
see Evaluate)

PERBE T TR ITRASE
Risk assessment procedure ;>
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Evaluate—Identify and analyze the relevant
issues, including performing further
procedures as necessary, to come to a
specific conclusion on a matter.
“Evaluation,” by convention, is used only
in relation to a range of matters, including
evidence, the results of procedures and the
effectiveness of management’s response to

a risk. (also see Assess)
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