



                                                  Standard on Auditing- 500
                                                  Audit Evidence

Introduction
This Standard on auditing explain.
· What constitute audit evidence in an audit of financial statement
·  Auditor’s responsibilities to design and perform audit procedure to obtain Sufficient and appropriate audit evidence.
Definations	
(i)  Accounting Record :- The record of intial accounting entries and supporting records such as checks and records of electronic fund transfer; invoices; contracts; journal and subsidiary ledger and other adjustment to the financial statement which are not reflected in journal entries and records such as work sheets, spreadsheets supporting cost allocation, computation, reconciliation and disclosures.
(ii) Audit Evidence :- Information used by auditor in arriving at the conclusion on which auditor’s opinion is based. Audit evidence include both information contained in accounting records underlying the financial statement and other information.
(iii) Appropriateness :-The measure of quality of the audit evidence, that is , its relevance and reliability in providing support for the conclusion on which auditor ‘s opinion is based.
(iv) Sufficiency :- The measure of quantity of the audit evidence. The quantity of the audit evidence is affected by auditor’s assessment of risk of material mis-statement and quality of audit evidences.
(v) Management Expert:- An individual or the organization having expertise in the field other than accounting/auditing whose work in that field is used by the entity in preparing the financial statement.



Auditor’s Responsibilities in Different Situations                                            .
 Auditor shall design and perform audit procedures that are appropriate in the circumstances for the purpose obtaining sufficient and appropriate audit evidences.
Using The work of Management ‘s Expert work as audit evidence:-
      The preparation of entity’s financial statement may require expertise in a field other than accounting or auditing, such as actuarial calculations, valuation etc. The entity may employ or engage experts in these fields to obtain needed expertise to prepare the financial statement.
Nature, timing and extent of audit procedures in this relation may be affected by such matters as.
· Nature and complexity of the matter to which expert’s work relates
· Risk of material mis-statement in the matter.
· Availability of alternate audit evidence.
· Nature , scope and objectives of management expert’s work
· Extent to which management can exercise control over the work of expert
· Auditor’s prior experience of that expert’s work
· Auditor’s Knowledge of field of expertise of management expert.

      Having regard to the significance of the expert’s work for auditor’s purpose , Auditor shall , to the extent necessary :
·  Evaluate the competence, capabilities and objectivity of the expert
· Obtain an understanding of the expert work.
· Evaluate the appropriateness of expert work as audit evidence for the relevant assertion.
Inconsistency in. or doubt over the reliability of the audit evidence
      If audit evidence obtained from one source is inconsistent with that obtained from other                OR
     The auditor has doubt over the reliability of the audit evidence 
The Auditor shall determine what modification or the addition to the audit procedure are necessary to resolve the matter and shall consider the effect of the matter on other aspects of the audit. 





Audit Procedures to obtain audit evidences
· Inspection
· Observation
· Reperformance
· Recalculation
· External Confirmation
· Inquiry
· Analytical Procedure

       Reliability Of the Audit Evidences –Some Generalisations
The Reliability of the audit evidence is affected by nature, source and the circumstances under which they are obtained.
· The reliability of audit evidence is increased when it is obtained from independent source outside the entity.
· The reliability of the audit evidence that is generated internally is increased when related internal controls imposed by entity are effective.
· Audit evidence directly obtained by the auditor (observation) are more reliable than audit evidence obtain indirectly (Inquiry).
· Audit Evedence in documentary form is more reliable than oral.
· Audit Evidence provided by original documents are more reliable than audit evidences provided by photocopies or facsimiles or the documents that are digitized or other electronic form, reliability of which is effected by control over their preparation and maintenance.

Source Of Audit Evidences
· Information obtained from previous audit.
· Firm’s quality control procedures for client acceptance and continuance.
· Work of management Expert
· Accounting Records
· Audit procedures performed.
· Some time absence of information also constitutes audit evidence. For example, management refusal to provide written representation. 
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