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Standard on Auditing (SA 450) — A Bird’s Eye-view

Identification and
Accumulation of
Misstatements

Projection and
Communication of
Misstatements

Summary of Uncorrected
Misstatements

1. What Is a misstatement?

2. Types of misstatements
l.e., factual, judgmental
and projected

3. Effect on Audit Strategy
and Audit Plan

4. Effect on other areas e.g.,
Internal controls

. Common

. Timely

. Projecting misstatements in

estimates, borderline cases,
fraud indicators

methods  of
Projections- iron curtain/

roll over/ dual

. Documentation

requirements

communication
with Management and
TCWG

. Reassess materiality

. Consider other effects e.g.,

ratios, laws and regulations

. Evaluate effect on audit
opinion
¢ Quantitative and

Qualitative Factors
¢ Prior year carryover effect
¢ Aggregation and Individual
Line Items

. Management representations

Disclaimer: This snapshot is prepared by NFRA Staff solely for educational purposes. Refer Standards on Auditing, Financial Reporting Standards & related Standards for more information.
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Snapshot of Audit Life Cycle: Risk-based Approach

KEnowr your dient evaluation-ContinuefAccept the dient
- Evaluate Independance
= UWnderstand terms of eangagement

Preliminary Engagement Activities

Dbtain an Understanding of the Entity & its Enmwironment

Audit Strategy & Initial Planning

Develop Owverall Audit Strategy and Auwudit Plan

Audit Program Development

ldentify & Assess the Risk of Material Misstatement,
Devaelop the initial Audit Approach, and Preparae the Awdit
Frogram

: Procedures

.o, Test of Details and
Substantive Analytical
procedures

Audit Program Execution

Evaluate Sufficiency and Appropriateness of SAudit
Evidenos

W

Audit Conclusion —

Determins Appropriate Audit Opinion
{Unmeodified, Qualified, Adverse or Disclaimear])

Disclaimer: This snapshot is prepared by NFRA Staff solely for educational purposes. Refer Standards on Auditing, Financial Reporting Standards & related Standards for more information.



