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Methods. The methodological basis of the study was the work of domestic and foreign
scientists and international audit standards. The results were obtained through the application of
methods of analysis and synthesis to generalize the directions of development and existing
shortcomings in the activities of audit subjects, to develop the forms of the auditor's working
documents; historical and logical when establishing audit quality as a strategic direction of its
development; general and special when determining specific steps in response to overcoming current
shortcomings and future challenges; system approach for summarizing statements considered by the
auditor when identifying risks of material misstatement.

Results. The article summarizes the scientific and methodological approaches to determining
the quality of audit services as a strategic direction of audit development in Ukraine and the world.
Current vectors of audit development and its weaknesses at the organizational and practical levels, in
particular, the shortcomings of auditors' activities in assessing the risks of material distortion, are
analyzed. The specific steps that should be implemented by the subjects of audit activity within the
framework of harmonization with the EU requirements have been determined. Examples of audit
procedures (execution of actions in response to assessed risks) in the format of the auditor's working
documents are offered. The categories of assertions considered by the auditor when identifying risks
of material misstatement are systematized.

Novelty. The strategic, scientific-methodical, and organizational-practical foundations of
improving the quality of audit activity in the conditions of the European integration of the Ukrainian
economy and the implementation of European legislation are summarized.

Practical value. The results of the research are of an applied nature since they allow the
implementation of relevant strategic directions and scientific and methodological developments,
eliminate organizational shortcomings of auditing activities, and form a modern approach to
improving the quality of auditing firms in Ukraine, which ensures the confidence of users of financial
information.

Keywords: international auditing standards, means of control, auditor's working documents,
public interest, improvement of audit quality, assessment of risks of material misstatement, impact
on financial reporting, implementation.

Statement of problem. For the economy  which is confirmed by conducting an audit [1].
of Ukraine in conditions of accelerated  For specific subjects of audit activity, auditors,
European integration, an important development  and audit firms, the process of harmonizing audit
tool is ensuring confidence in the quality of  mechanisms with European standards began
financial information for users at various levels,  with the approval of the implementation plan of
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the Directive of the European Parliament and the
Council on Mandatory Audit of Annual Reports,
as a result of which the Law of Ukraine on the
audit of financial statements and audit activity
was adopted in 2017. The purpose of these
actions was to bring the norms of national
legislation in the field of audit activity into
compliance with the legislation of the European
Union [2], which will prospectively ensure an
increase in the level of investor confidence in the
financial statements of domestic enterprises.

Thus, even before the times of military
aggression, before the approval of candidate
status for Ukraine, for Ukrainian companies of
public interest, the issue of openness of financial
reporting, the quality of which must be confirmed
by an audit opinion, became urgent [3]. But for
the subjects of audit activity at the local level, for
specific Ukrainian audit firms, immediate steps
should be identified that must be incorporated in
response to strategic requirements for improving
audit quality through the international standards
implementation. In addition, it is necessary to
consider the specifics of the organization of
auditing activities in Ukraine and create
conditions for overcoming the most frequent
shortcomings identified by the supervisory body
recently.

Analysis of recent papers. A significant
number of studies have been devoted to the study
of the problems of effective decision-making, the
basis of which should be verified by the auditor,
objectively substantiated facts and financial
information (complete and reliable): V. Yu.
Fabiianska [4], F. F. Butynets [5], O. Yu. Redko
[6], Ye. A. Karpenko, Yu. A. Veriga [7], N. S.
Shalimova [8], Arta Limani and Arian Meta [9],
J. Cohen, G. Krishnamurti, A. Wright [10] and
others. But the strategic direction of improving
the quality of audits in Ukraine should be
imposed on the generalization of the
organizational and practical experience of
conducting audit activity in Ukraine in order to
identify shortcomings, to correct the operation of
specific subjects of audit activity for the future, to
develop and implement in practice steps in
response to strategic, scientific-methodical and
organizational questions, which determined the
direction of the research.

Aim of the paper. The purpose of the
article is to develop specific steps for the subjects
of audit activity in Ukraine in response to
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strategic (harmonization with EU requirements),
normative-methodical (increasing audit quality),
organizational-practical (shortcomings identified
by the public oversight body) challenges of the
implementation of International  Auditing
Standards with the help of practice-oriented
scientific approaches.

Materials and methods. An audit is one of
the most effective ways to confirm financial
information necessary for internal users, existing
and potential investors, the state and society,
suppliers, creditors, and other users. The audit,
performing the socially essential role of
confirming the completeness and objectivity of
the provided information for making effective
decisions, is subject to appropriate requirements
regarding its quality. The concepts of audit
quality and audit service quality are revealed by
various researchers and practitioners, a
bibliographic review of which is presented in
Table 1.

Thus, the quality of audit services at the
scientific and methodological level is recognized
as a crucial aspect of assessing the effectiveness
of audit activity in the system of socioeconomic
relations, which guarantees the trust of users of
financial information in the results of auditors'
work. For subjects of audit activity, the quality of
the audit should become a set of control and
analytical procedures, an agreed array of working
documentation, which will form and confirm an
objective and independent opinion about the
degree of reliability of financial reporting.

During the years of the independent audit
system existence in Ukraine, the implementation
of the International Auditing Standards has been
carried out, the result of which is the
improvement of the infrastructure, support, and
functioning of this system. However, auditors-
practitioners define the relevant vectors of
development in Ukraine [19]:

— development of a scientific and
methodological base on audit issues and
insufficient experience of audit activity compared
to other European countries;

— lack of standard forms of audit
documents, methodical recommendations on
audit computerization;

— insufficient number of qualified auditors;

— lack of a single, generally accepted,
economically  justified methodology for
calculating audit services prices.
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Table 1
Definition of audit quality and audit service quality

Author

Definition

V. Yu. Fabiianska

The quality of audit services is the creation by an audit firm (auditor) of such an information product
(audit report) that meets the requirements of professional standards and legislative and regulatory
requirements governing audit activity and is able to satisfy the users’ needs.

F. F. Butynets,
N. M. Maliuha,
N. I. Petrenko

The quality of audit services is the maximum satisfaction of the information needs of users with the
results of the work provided by the auditor, services, and related audit works in accordance with the
interests of the customer and society within the regulatory and legal field in the field of audit activity,
International Auditing Standards and the International Code of Ethics for Professional Accountants.

O. Yu. Redko

The quality of audit services involves systematic compliance with actual professional independence,
the requirements of legislation and standards in the field of auditing, and the International Code of
Ethics for Professional Accountants. The quality of audit services is a constantly changing category,
depending on the level of social relations and the state economic system.

N. O. Bugai

The quality of audit activity is a set of financial control and analytical procedures that determines the
suitability of an objective and independent opinion on the degree of reliability of financial reporting
for the purposes of forecasting the stability of an open socioeconomic system or providing an
increase in economic benefits at the expense of related services.

E. A. Karpenko,

An effective quality control system of audit services as an innovative form of development of the

Yu. A. Veriga management system as a whole is an effective mechanism for ensuring sufficient confidence in the
reliability of audit results and increasing the level of awareness and understanding by interested
parties of significant elements of audit quality and individual needs of users.

N. S. Shalimova The quality of audit services is a core aspect of assessing its effectiveness in the socioeconomic
relations system.

Arta Limani, An audit is much more than just numbers. Its results are achievements and problems confirmation

Avriane Meta and help in solving strategic goals, and the main goal is the trust of users of financial statements.

J. Cohen, The quality of audit services is always associated with risks that affect the enterprise management

G. process.

Krishnamurthy,

A. Wright

A. O. Semenets

The quality of the audit is the exact correspondence of the auditor's opinion with the actual state of
the audit object, reflected in the accounting, financial statements, other used sources of information,
and audit evidence, provided that the accounting was conducted in accordance with accounting
standards, the financial statements were compiled on the basis of data accounting in accordance with
standards, while both accounting and, as a result, financial statements, as well as other sources of
audit information reliably reflect the actual state of the audit object.

V. P. Bondar

The quality of services guarantees the public's trust in the results of the work of auditors, who, in
turn, must demonstrate responsibility for the performance of their duties before the supervisory
bodies.

Source: compiled by the authors based on [4-12]

To generalize the shortcomings on the way
to improving audit quality, the Report on
monitoring the quality of the audit services
market and competition, prepared by the Audit
Public Oversight Body of Ukraine (APOB),
should be taken into account. Thus, according to
the Monitoring Report on the work of audit firms
that are not part of the networks, there was an
increase in the estimated cost of performing a
mandatory audit task by 6%, while the estimated
number of spent n-hours decreased by 14%. The
mentioned trends may indicate that audit firms,
except for the Big Four, do not have a high
correlation between the size of the fee for
conducting a mandatory audit of the financial
statements of large enterprises and the number
of person-hours required for the high-quality
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performance of such tasks. According to the data
of the conducted observation, this may indicate
the lack of transparency in the pricing of audit
services in audit firms that are not part of the
networks [13]. Therefore, the European
integration development of audit in our country
is impossible without improving the conditions
of the audit services market, where the quality
work of audit specialists would be valued at a
fair value [3]. The trust of users of financial
information and future investors depends on the
quality of the audit services provided, and
almost 86% of audit entities out of the total
number had at least one flaw in the quality
control system they implemented. The most
widespread shortcomings of the functioning of
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the internal quality control system of the entities
relate to the following:

— the ineffectiveness of quality control
monitoring, non-compliance with requirements
regarding its frequency, timeliness, and
completeness;

— insufficient attention of audit activity
subjects to the correction of deficiencies that
were established by quality control monitoring;

— insufficient level of ensuring the
objectivity of persons responsible for quality
control reviews or monitoring or both;

— shortcomings of the applicable
financial reporting audit methodology, including
approaches to assessing the risks of material
misstatement, as well as determining the
auditor's actions in response to the evaluated
risks;

— non-compliance with the requirements
for the completion of the formation of final files
from completed tasks, insufficient provision of
safe storage, integrity and retrievability of audit
documentation;

— an insufficient level of tracking the
workload of partners with tasks and responding
to such workload in order to prevent a decrease
in the quality of the provision of audit services;

— the imperfection of the implemented
system of evaluation and remuneration of the
personnel of audit activity subjects, including
those of task partners, which would stimulate,
first of all, the commitment of all categories of
employees to quality;

— the lack of sufficient monitoring
measures in the field of continuous training of
personnel, non-compliance with individual
policies regarding training and professional
development of personnel;

— insufficient control over the process of
annual confirmation by a staff of policies and
procedures regarding independence, notification
of employees of audit activity entities with
policies and procedures for quality control and
changes to them;

— the inadequacy of the measures of the
subjects of audit activity to identify and assess
the conflict of interests from the provision of
non-audit services, particularly regarding the
services provided by its related parties.

In practice, the identified shortcomings
lead to the following consequences in the
activities of the subjects of the audit activity
(Table 2).

Table 2

Weaknesses of subjects of audit activity regarding the assessment of risks of material

misstatement

Disadvantages

Consequences

Weaknesses in the performance
of audit procedures during the
identification and assessment
of risks of material
misstatement due to fraud

lack of determination as a significant risk of management neglect of control
measures

lack of documentation of audit procedures as a response to the risk of
management neglect of control measures

failure to document the identification of the risk of material misstatement
due to fraud related to revenue recognition

Weaknesses in documenting
primary elements of
understanding the entity and its
environment, including internal
controls

improper documentation of the business entity's risk assessment process

deficiencies in documenting the understanding of controls relevant to the
audit

lack of documenting an understanding of how the entity has responded to
IT-related risks

Disadvantages of further audit
procedures and testing of
internal control measures

deficiencies in the execution and documentation of analytical processes at
the audit planning stage

lack of identification and assessment of risks of material misstatement at the
level of financial statements and the level of assertions

Source: compiled by the authors based on [13]

So, audit activity in Ukraine is actively
developing, although specific problems are
associated with the influence of negative factors
and the consequences of martial law. Solving the
above-mentioned problematic issues will make
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it possible to increase the competitiveness of
audit firms and increase the investment
attractiveness of the national economy in the
post-war period.
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Let's consider the specific steps that
should be implemented by the subjects of audit
activity within the framework of harmonization
with EU requirements, overcoming regulatory
and methodological (increasing audit quality)
and organizational and practical shortcomings of
the audit. In accordance with the internal rules
approved by the Regulation on Quality Control,
the experts of the audit firm must respect the

confidentiality of information obtained as a
result of professional and business relationships
and not disclose such information to third parties
without proper and defined authority, unless
there is a legal or professional right to disclose
this information. The audit firm must approve
the list of confidential information presented in
Table 3.

Table 3

List of information constituting a confidential secret

Field of A trade secret A trade secret
activity of the customer organization of the auditing firm
Production Information on the production structure, capacities, types
and placement of equipment, stocks of raw materials,
component materials, and finished products
Management | Information on applied methods of organization | Information on applied management
management methods at the company
Information on the preparation, adoption, and | Information on the preparation, adoption,
implementation of decisions of the organization's | and implementation of decisions of the
administration on commercial, organizational, production, | company's management on commercial,
scientific and technical, and other issues organizational, and other issues
Plans Information on plans to expand or curtail the production
of various product types, provision of services, and their
technical and economic justifications
The same information about plans for investments,
purchases, and sales
Prices Information on calculation methods, structure, price levels
for products, services, and discount amounts
Technology | Information about the features of the technologies used
and developed and the specifics of their application
Finances Information about the organization's financial reporting Information contained in accounting
Information contained in the accounting registers of the | registers
organization Information on the company's bank
Information on the movement of funds and financial | account state and transactions
operations of the organization Information about the company's income
Information on the state of the organization's bank | level
accounts and transactions Information about the firm's debt
Information about the level of income of the organization | obligations
Information about the organization's debt obligations
Partners Information about domestic and foreign customers, | Systematized information about clients
contractors, suppliers, customers, consumers, buyers, | and other business partners of the
partners, sponsors, intermediaries, and other business | company, as well as about competitors,
partners of the enterprise, as well as about its competitors | which are not contained in open sources
(directories, catalogs)
Contracts Information about contracts concluded by the organization | Information about contracts concluded by
Data, the conditions of confidentiality of which are | the company
established in agreements, contracts, agreements, and | Data, the conditions of confidentiality of
other obligations of the organization which are established in agreements,
contracts, agreements, and  other
obligations of the firm
Negotiations | Information on the preparation and results of negotiations with the firm's business partners
Technology Information about the state of software and computer support
Audit Working documents (paper or electronic)
Docume- regarding audit procedures performed,
ntation relevant audit evidence obtained, and
conclusions reached by the auditor during
the audit

Source: compiled by the authors based on [14]
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One of the most critical audit processes is
the assessment of the risks of material
misstatement and the actions implemented in
response to the assessed risks, which de facto
constitutes the prominent part of the audit. In
accordance with ISA 200, «Overall Objectives
of the Independent Auditor and the Conduct of
an Audit in Accordance with International
Standards on Auditing,» audit risk is considered
the risk that the auditor will express an
inappropriate audit opinion in the event that the
financial statements are significantly distorted.
According to ISA 200, audit risk is a two-factor

model; that is, it is a function of the risk of
material misstatement of financial statements
and the risk of non-detection.

Since ISA 315, «ldentifying and
Assessing the Risks of Material Misstatement
through Understanding the Entity and Its
Environment» requires the auditor to identify
and assess the risks of material misstatement
both at the level of financial statements and at
the level of assertions regarding classes of
transactions, account balances, and disclosures,
the audit risk according to this ISA consists of
three components, which are shown in Fig. 1.

AUDIT RISK

A\ 4

A\ 4

does not depend on the
auditor

risk of material misstatement

risk of non-detection
is in the auditor's control
area

v

financial reporting

at the general level of

regarding classes of

at the level of statements

transactions, account balances,
and disclosure of information

inherent risk

control risk

Fig. 1. Components of audit risk in accordance with ISA 315

Source: compiled by the authors based on [14]

Therefore, the internal control system is
divided into five interrelated components, which
in the previous version of the standard were
presented as internal control components:
control environment, risk assessment process in
the organization, monitoring process of the
organization’s  internal  control  system,
information system and information interaction,
control procedures.

According to the new edition of ISA 315,
the auditor must gain an understanding of all
components of the internal control system when
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assessing the risks of material misstatement,
including the component of control procedures,
by performing actions to identify control
measures, which are shown in Fig. 2. The survey
of the customer's management staff, obtaining
answers to questions is further summarized in
working documents that contain information
about the staged tests performed.

It is essential to organize internal control
by management personnel on a permanent basis
and implement appropriate monitoring of
control measures, which involves analyzing
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whether the internal control system is working
in accordance with expectations and whether
management actions are adjusted in accordance
with existing conditions.

Various internal control measures can be
used at enterprises in the process of economic
activity, which are described in detail in Fig. 3.
However, the auditor must gain insight into
those control measures that, in their professional

judgment, are appropriate for the audit. For
example, control measures regarding the
delineation of rights, duties, and responsibilities
can be implemented by developing and putting
into effect the relevant provisions on the
company's divisions, which, among other things,
specify the elements of control and
responsibility for the results of operations.

e that reduce significant risk;

Control measures designed to reduce the risk
of material misstatement at the assertion level:

e by accounting records, including non-standard accounting records used to reflect
irregular, unusual transactions or adjustments;

e the operational efficiency of which the auditor plans to test when determining the
nature, terms, and scope of substantive tests;

e other means of control that the auditor considers appropriate.

identification of IT applications and other aspects of the organization’s IT environment that are
prone to risks arising from the use of information technologies

2

identification of risks arising in
connection with the use of information
technologies

/

_—

\

1. Is the control designed to reduce the risk of material misstatement or to support the
operation of other controls?
(whether the means of control is direct or indirect)
2. Establishing the implementation of the means of control by performing procedures (in
addition to sending requests to employees of the organization).

\

N

identifying the organization’s general
IT controls that mitigate these risks

/

/

Fig. 2. Basic aspects of understanding the component of control procedures in
the new edition of ISA 315

Source: compiled by the authors based on [16]
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Internal control measures

Performance check

* aSSESSMENT OF tNe State of perlormance o1 assngned tasks and a55|gnments

* review checks and analysis of compliance of management and financial data
« assessment of the achievement of planned indicators of activity by departments,

areas, projects
» compliance with reporting deadlines

7

Information processing in the system

« limiting access to the information system
« recording of changes in the information system
« control over data saving and recovery procedures

[Checking the accuracy and completeness of operations ]

* logical and arithmetic verification of data during information processing
« control of end-to-end (continuous) numbering

« data reconciliation

7

Checking the availability and condition of assets (resources)

+ limiting access to assets

* physical security, setting up the video surveillance and alarm system
« approval of the list of persons who have the right to give permission for operations

with resources
conducting inventories

conclusion of agreements on material responsibility

« control measurements, laboratory tests, observations, etc.

\,

Distribution of rights, duties, and responsibilities

« distribution of duties and responsibilities regarding the preparation of primary
documents and the display of their results in accounting

« distribution of responsibilities for drawing up, coordinating, and approving reports

Fig. 3. Characteristics of internal control measures

Source: compiled by the authors based on [15]

The respective regulations on subdivisions
are correlated with the employees’ job
instructions, which outline personal rights,
duties, and responsibilities.

Tests of control measures are one of the
procedures for obtaining audit evidence during
the verification of financial statements, a form of
questioning of the management personnel of the
customer or third parties. Forming the
questionnaire content, the auditor plans to obtain
information that either confirms their opinion or
refutes it. The control measure to verify
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execution in modern conditions is implemented
by introducing an electronic document
management system, which directly monitors
the status of execution of administrative
documents and tasks. In addition, enterprises
may develop internal normative documents that
ensure the resolution and adjustment of issues
directly or indirectly related to relevant business
risks, which leads to their minimization.

At the same time, according to the
principle of scalability, which was introduced in
the new version of ISA 315, even in the case
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when the organization's controls are less
formalized, the auditor can still obtain some
audit evidence to support the identification and
assessment of the risks of material misstatement
through observation by using a means of control
or its inspection. For example, the auditor can
gain an understanding of the inventory control
measure by  directly  overseeing its
implementation or supervise the actual
distribution of responsibilities among the
organization's employees and the entry of
passwords when entering an IT application.
Specific steps of the auditor in
accordance with ISA 315 — it is necessary to
conduct an assessment of the structure of the

identified control measure, which includes the
auditor’s consideration of the question of
whether the control means alone or in
combination with other monitoring tools can
effectively prevent or detect and correct material
misstatements.

Risk assessment procedures performed
to assess the structure and fact of
implementation of identified control measures
(in addition to submitting requests) also include
supervision of the execution of such control
measures and inspection of documents and
reports. Proposed examples of audit procedures
that can be used to comprehend control measures
are presented in Tables 4-11.

Table 4
Test of controls «Level of access of system users and
compliance with job duties»
User Level of user access to blocks (modules) of a
computer program (system) Correspondence of
the given level of
c
No. s = ™ 2 > | access to job duties Notes
= 2 z S 8 S (yes/no)
2ls| E 5 | @
L o
Total deviations on the measure of control
Table 5
Test of controls «Observance of cash discipline»
Compliance with the cash register limit
Sample Th h reqist Total deviations
No. | element I'(ren(':?zetrstgtlﬁeer The actual balance of cash | Deviation per sampling Notes
(date) fmit 5e 8 in the cash register element
enterprise
Total deviations on the measure of control
Table 6
Test of controls «Saving property and material liability of employees»
List of positions
related to material Details of the contract of material liability
liability
No. Result Notes
C f .
:g = g é = _ Employee Full name of
§ o8 3 O | signature (yes/no) | the employee
Control over preservation
of property
(not)/confirmed

Total deviations on the measure of control
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Table 7

Test of controls «Distribution of responsibilities of employees of the accounting service for the
preparation, review, and approval of financial statements»

Responsible for | Awvailability of documents confirming the
the stage person completion of the stage Correspondence
List of stages of the
No. | of financial an Specify the supporting performed work Notes
reporting Position < Yes/no document (calculations, data to job duties
= sheets, visa form, receipt of (yes/no)
o acceptance, or others)
Total deviations on the measure of control
Table 8
Test of controls «Shipment of products/goods»
Warehouse accounting According to the Result (match:
Name of data shipping documents yes/no) T_Otf_i| "
No products o > = > = > deV|at|or_15 %
' (goods) o g ] o g ] o g £ | persampling z
< c < c < c
S S S S € S S S S element
z o z o z o
Total deviations on the measure of control
Table 9

Test of controls «Distribution of responsibilities for drawing up primary documents

and displaying their results in accounting»

No. primary duties to reflect

Sample Compilation of the Reflection in accounting Result
element document
(primary
document) User User
Is drafting . . Total
Is it part of the job deviations

stribution of | Per sampling

5 c | g|  documents c | 2 | primary documents | P
2l 3| | & | §| includedinthe | S| § primary docu o duties element
S| | = c iob duties? = | in accounting?
z| 3| 0| & || lopculies: 8| = (yes/no)
z a | 7 (yes/no) a |7
is performed
Total deviations on the measure of control
Table 10
Test of controls «Application of powers of attorney»
Powers of attorney registration log Counterparty data
data
l2ls|< Sales invoice 5 < - :(2': 2 > 2
S| 8l E|R £ g 22233873 Result s
o =) y— o> =] Y— =S s =< zZ
2 c o 3 o > o S-o02g
S|<| | € 5 < 2 £5253
§|S|&| 2 9 5 | Tzsd
<o o
Credentials
yes (not)/confirmed
Total deviations on the measure of control
45
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Table 11
Combined debt test
Sample item (debt) The amount, -
Availability of | according to the = = @
B = g
e Name of | Amount, As of rreecgrr']tc(”:aa:;t/lr?g) recozgl(i);tion 3 § 2
Company UAH (date) portly UAH ' o

Debt is
(not)/confirmed/T
here are (not)
significant
deviations.

0,00

Total deviations on the measure of control

0,00 0

Therefore, the information support of the
audit is reflected in the auditor's documentation,
which is the working documents that are
compiled by the auditors and for the auditor or
that are received and stored by the auditor in
connection with the audit. The relationship
between the audit risk, the materiality indicator,
and the sample size are established and
monitored in the ISA, but the method of their
calculation and dependence is selected on the
basis of the auditor's professional judgment. As
a result, the auditor needs to document the main
elements of understanding each aspect of the
entity's activities and each component of internal
control and their sources of information that will
serve as a basis for identifying and assessing
risks.

Directly, the process of identifying and
assessing the risks of material misstatement
takes place to determine the nature, time, and
scope of further audit procedures, which are

necessary to obtain acceptable audit evidence in
a sufficient amount. Risks of material
misstatement must be identified even before
consideration of the relevant means (measures)
of control, i.e., through preliminary review by
the auditor of the justified possibility of their
occurrence and the fact that they may turn out to
be material.

Consideration of the reasonable
possibility of the occurrence of the risk of
material misstatement is carried out by using
categories of assertions on the basis of which the
financial statements are prepared, the probable
violation of which could lead to a misstatement.
Relevant statements relating to classes of
transactions, account balances, and disclosure of
information at the end of the period, and
considered by the auditor when identifying risks
of material misstatement, are presented in Table
12.

Table 12

Categories of assertions considered by the auditor when identifying
risks of material misstatement

Consideration by the auditor regarding:
Category of -~ account balances and
No. statements Characteristic classe_s of disclosures at the end of
operations .
the period
1 The onset transactions and events that were registered or
disclosed took place actually and are related to the +
business entity
2 Existence assets, liabilities, and equity are present +
3 Rights  and | the entity owns or controls the rights to the assets,
obligations and the liabilities are the liabilities of the entity
4 Completeness | all assets, liabilities, and equity to be recorded
have been recorded, and all related disclosures + +
required to be included in the financial statements
have been included
5 Accuracy assets, liabilities, and equity are included in the + +
financial statements in the appropriate amounts
6 Timeliness of | transactions and events were recorded in the +
recognition correct accounting period
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Continuation Table 12

7 Classification | assets, liabilities, and equity were reflected in the + +
relevant accounts
8 Presentation | assets, liabilities, and equity are summarized or
detailed and clearly stated, respectively, and
related  disclosures are  relevant  and + +
understandable in the context of the requirements
of the applicable financial reporting framework
9 Evaluation All related valuation or allocation adjustments
and have been duly recorded, and related disclosures +
distribution have been measured accordingly and
laid out

Source: compiled by the authors based on [14]

The auditor identifies risks of material
misstatement at the financial statement level to
determine whether the risks have a pervasive
effect on the financial statements. Risks at the
financial reporting level may arise from
deficiencies in the control environment or
because of external events such as fraud or other
conditions such as a worsening economic
situation. Risks of material misstatement that are
not pervasive to the financial statements are
risks of material misstatement at the assertion
level. The auditor should evaluate inherent risk
and control risk separately based on the
identified risks at the assertion level.

It should be noted that in the current
version of ISA 315, there are no requirements for
the mandatorily separate assessment of inherent
risk and control risk; however, according to the
new version of this standard, a corresponding
provision was added, as well as innovations
regarding the range of inherent risk and its
assessment were considered based on a
combined consideration of the probability of
occurrence and the size of the potential
distortion. When assessing inherent risk at the
assertion level, the auditor must consider
relevant factors affecting the susceptibility of
assertions to misstatement and the impact of
identified risks at the financial statement level.

Conclusions. The audit, performing a
socially essential role, is subject to appropriate
requirements regarding its quality within the
current development vectors and effective
implementation of the ISA: 1) development of a
scientific and methodological base on audit
issues, implementation of ISA in auditing
activities in Ukraine; 2) gaining organizational
and practical experience in audit activities to
overcome existing shortcomings; 3)
development of standard forms of audit
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documents in accordance with the requirements
of the ISA; 4) development of methodological
recommendations on audit computerization.

Based on the generalization of
shortcomings as a result of the inspection of the
quality control body, the analysis of widespread
violations during quality control inspections of
audit activity entities, as well as taking into
account the revision of standards related to the
assessment of the risks of material distortion and
the implementation of actions in response to the
assessed risks, by improving the audit checks in
practice can become:

— development, improvement, and
implementation of audit procedures related to
the identification and assessment of risks of
material misstatement at the level of financial
statements and the level of assertions;

— development, improvement, and
implementation of audit procedures related to
the testing of internal control measures,
including in the IT environment;

— establishing a justified relationship
between the assessment of audit risk, the
materiality indicator, and the sample size.

The obtained results will make it possible,
through the introduction of changes to the
Regulation on quality control of a specific audit
firm, the use of the proposed forms of the
auditor’s working documents will make it
possible to implement the recommendations of
the body of public supervision over audit
activity and update the audit documentation to
the changes made in the international audit
standards, to more effectively implement the
risk-oriented approach to conducting an audit in
practice.
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MDKHAPOJIHI CTAHIAPTU AVJIUTY: AKTYAJII3ALIA
[MPAKTUKU IMIIEMEHTALII B YVKPAIHI
H. JI. Hluwxosa, k. e. H., ooyenm, I'. I1. Xymopna, suxnaday, /[. C. [lluwxosa, cmyoenmxka,
HTY «/{ninposcvka nonimexuixa»

MeTtono.orist 1ocaigxeHHsi. MeTO07I0T1YHOI0 OCHOBOO JOCIIIKEHHS CTaIM HAIIPALIOBaHHs
BITUM3HSHUX Ta 3aKOPJOHHUX BUCHUX, MDKHAPOAHI CTaHIAPTH ayauTy. Pesynbratu oTpuMani 3a
paxyHOK 3aCTOCYBaHHS METOJIB aHAJi3y 1 CHHTEe3y — JAJs y3araJlbHEHHsS HampsMiB PO3BUTKY Ta
ICHYIOUMX HEJIOJNIKIB y JISJIBHOCTI Cy0’€KTIB ayAuTy, po3poOku (opMm poOouMX IOKYMEHTIB
ayJUTOpa; ICTOPUYHUHN 1 JOTTYHUI — IPU BCTAHOBJIEHHI SKOCT1 ayJIUTY SIK CTPATEriyHOIO HAIMPIMY
HOro po3BUTKY; 3arajbHOr0 i 0COOJMBOTO — MPU BU3HAYEHHI KOHKPETHUX KPOKIB Yy BIJINOBIIb Ha
MOJIONIAaHHS aKTyalbHUX HENIOJIKIB Ta BUKJIMKIB Ha IMEPCIEKTUBY; CUCTEMHOTO MIAXOAy — JUIs
y3araJlbHeHHs TBEp/DKEHb, 110 PO3MISIIAIOTHCS ayJUTOPOM IPU BUSBJICHHI PU3HKIB CYTTEBOTO
BUKPHUBIICHHS.

PesyabTaTH. Y cTarTi y3araibHEHO HAayKOBO-METOAHMYHI MiJXOJHU O BU3HAYEHHS SKOCTI
ayJUTOPCBKUX TOCIYr SK CTPaTeriyHOro HampsiMy pPO3BUTKY ayAuTy B YKpaiHi 1 CBITI.
[IpoananizoBaHO aKTyajbHI BEKTOPUM PO3BUTKY ayAUTy Ta BHUSBIECHO HOro HEAONIKHM Ha
opraHizaliifHO-IPaKTUYHOMY PiBHi, 30KpeMa, HeIOJIIKH TiSIIbHOCTI ayJUTOPIB 11010 OLIHKU PU3HUKIB
CYTTEBOTO BHUKPHUBJICHHA. BH3HaueHO KOHKpETHI HampsMHM, $KI MaioTh OyTH BIPOBAIKEHI
cy0’eKTaMU ayAMTOPCHKOI NISJIBHOCTI B pamMKax rapmosizauii 3 Bumoramu €C. 3anpornoHOBaHO
MPUKIAIN ayAUTOPCHKUX Mpolenyp (BUKOHAHHA N1i y BIANOBIAL HA OL[IHEHI PU3UKH) y (opmari
pobouMX NOKYMEHTIB ayauTopa. CHCTEeMAaTH30BaHO KaTeropii TBEp/UKEHb, IO PO3IIIAAAIOTHCS
ayJUTOPOM IIPH BUSBJICHHI PU3HKIB CYyTTEBOTO BUKPUBIICHHSI.

HoBu3Ha. VY3aranpHeHO CTpaTeriyHi, HAyKOBO-METOAMYHI Ta OpraHizaliifHO-TpaKTHYHI
OCHOBHU M1/IBUILIEHHS SIKOCT1 ayIUTOPCHKOI A1SNIBHOCTI B YMOBax €BpOIHTErpallii eKOHOMIKH Y KpaiHu
Ta IMIIJIEMEHTAIlii HOPM €BPOINEHCHKOTO 3aKOHOIaBCTBA.

[IpakTHyHa 3HAYYLIicTh. Pe3ynbTaTu OCTIIKEHHS MatOTh IPUKJIAHUN XapaKkTep, OCKIIbKU
JI03BOJISIIOTh  BIIPOBQJAUTH  aKTyallbHI CTpaTeriyHi HampsMH, HAayKOBO-METOJMYHI pPO3POOKH,
HIBEJIIOBATH OpraHi3alliiiHI HEJOJIKU ayAUTOPCHKOI MISIBHOCTI, chOpMyBaTH CydyacHUH MiAX1J A0
MiABUIIEHHS SKOCTI AISJIBHOCTI ayJIuTOpchkux ¢(ipM B YKpaiHi, 1o 3abe3nedye BIEBHEHICTh
KopHCcTyBadiB (iHaHCOBOI 1H(opmalii.

Knwuoei cnosa: MiXXHapoIHI CTaHIApTH ayAMUTY, 3acO0M KOHTPOJIIO, poOOYi JOKYMEHTH
ayMTOpa, CYCHUIBHUWA IHTEpEeC, MIiABUIIEHHS SKOCTI ayJauTy, OIlIHKAa PHU3UKIB CYTTEBOTO
BUKPHBIICHHS, BIUTMB Ha ()iHAHCOBY 3BITHICTH, IMIUIEMEHTALLIS.
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