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The article is aimed at studying the influence of the local auditor’s judgments on the formation of independent audit thought and building a conceptual model
for grouping the results of the local auditor’s judgments to form an audit report. The authors analyze interpretations of the concept of «auditor’s opinion»
by individual scholars and consider expedient a normative fixation of this concept; the basic components on which the professional judgment of auditor is
based are allocated and a generalized definition of the given concept is formulated; the stages of audit, which provide auditor with an opportunity to develop
a professional judgment are considered together with the factors influencing its developing; the list of decisions, in the process of adoption of which application
of a professional judgment is necessitated, is expanded; recommendations on application of individual procedures by auditors in the process of evaluation of
the identified distortions of financial statements are proposed; a generalization of the results of the local judgments on separate components of audit process,
which are carried out by auditor, is made and the place of professional judgment in the process of assessment of achievement of common audit objectives is

defined; a conceptual model of generalization of results of the local auditor’s judgments is constructed.
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KopiHbko M. 4., MaHbKo H. @. KymyaamueHuli egpekm noKaneHUX
cydsceHb aydumopa

Memoto cmammi € 00c/1iOHEeHH 8rUBY NOKALHUX CydxeHb ayoumopa Ha
(hopmyBaHHA HesanexHoi ayoumopcukoi dymku ma nobydosa KoHyenmy-
a1bHOi Modeni 2pynysaHHa pesyabmamig NOKAMbHUX CyOXeHb ayoumopa
019 (hopmyBaHHA aydumopceKozo 38imy. posedeHo aHani3 maymayeHs no-
HAMMA «OyMKa ayoumopa» OKPeMUMU HayKOBUAMU Ma BU3HAHO 3a 0Yjinb-
He HOpMamusHe 3aKpinneHHA 0aH020 MOHAMMS; 8UdineHo OCHOBHI CkAAOo-
8i, Ha AKUX 6asyembca npodpeciliHe cyoxeHHa ayoumopa, ma chopmosaHo
y3020/1bHEHE BU3HAYEHHA 0aHO20 MOHAMMA; Po32naHymo emanu ayoumy,
AKi Hadarome moxcIusicme ayoumopy copmysamu npodpeciliHe cyoxeHHs
ma YUHHUKU, AKI Matoms 8raus Ha {020 GopmysaHHs; po3wupeHo nepenik
piweHy, y npoyeci npuliHAMmMA AKUX 3ymMoe/neHa nompeba 3acMocy8aHHA
npogecitiHozo cyoxeHHs; Ha0aHo pekomeHOayii wodo 3acmocysaHHs ayou-
Mopamu oKpemux nPoyedyp y MPOUeci ouiHKuU ideHMUGiKoB8aHUX BUKPUBSTEHb
(hiHaHcoeoi 36iMHOCMI; MPOBEOEHO Y302asbHEHHS Pe3yabmamie NOKabHUX
CyOXceHb Mo OKpemux ckaadosux npoyecy ayoumy, aki 30ilicHioromecs ayou-
MOopoMm, i BU3HAYeHO Micue MPogecitiHozo cyoreHHs y npoyeci OyiHKU cmaHy
docAzHeHHs 302anbHUX Yinel ayoumy; noby0o8aHo KOHYenmyaneHy modess
Y3020/1bHEHHSA Pe3ybmamie S0KabHUX CyoHeHs ayoumopa.
Kntouosi cnosa: dymka aydumopa, npoceciliHe cyoMeHHs, npOMiHHI 8u-
CHOBKU, ayoumopcbKi mpouedypu, ompumaHi 0oKa3u, ayoumopcbKa oyiHKa,
MCA, hiHaHcosa 38imHicme.
Puc.: 5. Taba.: 1. bi6a.: 19.

Kopineko Mukona [jaHunosuy — 00Kmop eKOHOMIYHUX HaYK, npogecop, 3a-
gidysay Kaghedpu ayoumy, HayioHansHa akademis cmamucmuku, 0baiky ma
ayoumy (syn. MideipHa, 1, Kuis, 04107, YkpaiHa)

E-mail: nickolai.korinko@gmail.com

MaHbko Hadia ®edopieHa — dupekmop TOB «Ad «HadexHocmb» (BiHHU-
ys), acnipaHmea HayioHaneHoi akademii cmamucmuku, 0baiky ma ayoumy
(yn. MidzipHa, 1, Kuis, 04107, YkpaiHa)

E-mail: audit.vn.ua@gmail.com

he synthesis document on the results of audit-
ing the financial statements of an enterprise is
the report of the independent auditor (referred
to as “the auditor” hereafter), which contains the audi-
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Lienbto cmameu A8a5emcs uccnedo8aHue 8AUAHUS OKANbHbIX Cy#OeHul ay-
dumopa Ha hopmuposaHue He3agucumoli ayoumopcKol MbiCau U mocmpo-
eHue KoHyenmyanebHol modenu 2pynmnuposku pesyasmamos /IOKAsbHbIX
cy#oeHuli ayoumopa 045 opmuposaHus aydumopckozo omyema. lpose-
0eH aHanu3 MosKo8aHuUl MOHAMUA «MHeHUe ayoumopa» omoesbHbIMU yye-
HbIMU U MPU3HAHO UenecoobpasHuiM HOpMamueHoe 3akpenseHue 0aHHO20
MOHAMUS; 8bl0eseHbl OCHOBHbIE COCMABAAUIUE, HO KOMOPLIX 6a3upyemca
npogheccuoHansHoe cyxdeHue ayoumopa, u copmuposaHo 0bobujeHHoe
onpedeneHue OGHHO20 MOHAMUS,; PACCMOMpPEHsl 3Mans! ayouma, Komopsle
npedocmasnalom B03MOMHOCMb ayoumopy CGopmuposams npogeccuo-
HasbHoe Cyx0eHue, U (hakmopsl, 6AUAKUIUE HO €20 (hOPMUPOBAHUE; PaCUIU-
DpeH nepeyeHb pewerul, 8 npoyecce MPUHAMUS KOmopbix 06ycoeneHa Heob-
X00UMOCMb MPUMeHeHUS MPOGeCCUOHANbHO20 CYyHOeHUs; OaHbI peKomeHAa-
Yuu 1o MpumeHeHuto ayoumopamu omoenbHbiX Mpouedyp 8 npoyecce OUeHKU
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tor’s opinion on the audit results, reflects the answers to
the question of whether the financial statements are pre-
pared, in all material aspects, in accordance with an ap-
plicable financial reporting framework. The basis for the
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auditor’s opinion in the report is reasonable assurance
about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or
error. The opinion is formed based on the results of as-
sessing individual items, statements, and generalizations,
which are reflected in the interim conclusions built upon
audit evidence and with regard to the auditor’s profes-
sional judgment. The auditor’s opinion on the form of the
conclusion depends on the interim conclusions that have
been formed on the basis of the professional judgments
of the auditor made by him throughout the performance
of the audit engagement. The cumulative professional
judgment of the auditor in the form of opinion expressed
by him is the result of his work, which is the information
base for making decisions by users of the financial state-
ments. That is why studying the process of formation of
local judgments and their influence on the formation of
the auditor’s opinion in preparing the auditor’s report on
the results of an audit is relevant.

Investigations into the formation of professional
judgment in auditing are highlighted by foreign scien-
tists, among whom there are K. Trotman, H. C. Tan,
N. Ang [1], A. A. Arens, ]. K. Loebbeck [2], Ph. L. De-
fliese, H. R. Jaenicke, V. M. O'Reilly, M. B. Hirsch [3], R.
Adams [4], and others. Individual issues of the auditor’s
professional judgment are considered in the works of
Russian scientists, namely: M. A. Azarskaya [5], P. P. Ba-
ranov [6], E. M. Guttsait [7], T. O. Demidova [8], B. D. Di-
vinskiy [9], S. V. Pankova, E. V. Satalkina [10], T. V. Sin-
itsyna, O. A. Shaposhnikov [11]. Among domestic scien-
tists who studied the application of auditor’s judgment
and its structure, O. Yu. Redko is worth mentioning [12].
Changes in auditing standards for professional judgment
are covered in the monograph by N. M. Proskurina “Au-
dit procedures. Theory and practice” [13, p. 45]. 1. M. Po-
zharytska, in her monograph “Professional judgment
in audit: theory and practice’, was the first to elaborate
the concept of the auditor’s professional judgment at the
present stage of development of audit activity [14, p. 82].

ccording to ISA 200, “the main objective of an

audit is to enhance the degree of confidence of

intended users in the information contained in
the financial statements. This is achieved by expression of
an opinion by the auditor on whether the financial state-
ments are prepared, in all material aspects, in accordance
with the applicable financial reporting framework”.

The objective need for users of financial statements
to obtain confirmation of the accuracy of the reporting
data, which disclose the character and results of the fi-
nancial and economic activities of an enterprise, has led
to an increased interest in the interpretation of the term
“auditor’s opinion” This is justified by the fact that it is
the auditor’s opinion that is an indicator for assessing the
reliability of financial statements, which determines the
degree of confidence of users in it.
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Being an indisputable and unchanging key pillar of
an audit report, in the professional lexicon of specialists
the concept “auditor’s opinion” was formed at the end of
the 20th century [2]. In foreign literature, the concept
“auditor’s opinion” reflects only the definition limited to
the general scientific interpretation, without revealing its
meaning [15, p. 26].

Since the beginning of the regulation of audit activ-
ities, there have been discussions among scholars about
the definition of “auditor’s opinion” A. A. Arens, J. K. Loe-
bbeck point out that it is “the auditor’s conclusions based
on the results of the audit conducted by him” [2]. Ph. L. De-
fliese, H. R. Jaenicke, V. M. O'Reilly, M. B. Hirsch con-
sider the auditor’s opinion as “.. a judgment made on the
results of the audit” [3]. Russian scientists Ya. V. Sokolov
and T. O. Terentyeva, by “auditor’s opinion” understand
a statement on the quality of the financial reporting veri-
fied, which is reflected in the character of the conclusion
presented by the auditor [16]. V. A. Erofeeva, V. A. Pisku-
nov, T. A. Bityukova argue that auditor’s opinion should
be considered as his professional judgment, the subject
matter of which is the assessment of what is material [17].

hus, the interpretations presented by the scien-

tists do not fully reveal the main objectives and

significance of the auditor’s opinion, which is
reflected in the audit report. The statutorization of the
concept “auditor’s opinion” would greatly facilitate the
understanding of the real process and assessment of the
auditor’s work. The deficit of such information in the au-
dit theory is a problem, since the practice of choosing a
form of auditor’s opinion reveals unresolved issues and
contradictions concerning the correctness of the opinion
expressed by the auditor in the auditor’s report.

The general scientific meaning of the notion “opi-
nion” is interpreted in the philosophical dictionary as “...
one of the most important manifestations of social and
individual consciousness, a set of interrelated judgments
that contain a hidden or explicit attitude, an assessment
of any phenomena, processes, events, or facts of reality”
[18, p. 315]. Since an opinion arises in everyday life at
the intersection of verity and falsity, therefore, it cannot
always be unambiguous [15, p. 39].

According to the current edition of the Internation-
al Standards on Quality Control, Auditing, Review, Other
Assurance and Related Services (referred to as ISA here-
after), all key decisions of the auditor are the prerogative
for the implementation of his professional judgment. The
absence of legislative and regulatory acts providing clear
interpretations and clarifications regarding the concept
“auditor’s judgment’, which is used to form interim con-
clusions for the auditor’s report and the final opinion on
financial statements, in a certain way increases the degree
of influence of subjective factors on the result of an audit.

The political and economic environment of activi-
ties of practicing auditors in Ukraine create certain nega-
tive factors in forming professional judgment about the
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subject matter of audit, and, accordingly, risks of making
inappropriate decisions by the auditor due to the unpre-
dictability of individual events. The conducted proce-
dures, assessment of the quality of the evidence obtained,
with reference to the documents formed by the auditor,
are the basis of the auditor’s professional judgment. It
is the completeness of the set of audit procedures, with
regard to the experience, level of knowledge, skills, and
competencies of the auditor, that ensures the formation
of a reasonable reality for “professional judgment” and,
accordingly, the performance of the audit engagement.

he definition of the concept “auditor’s profes-

sional judgment” has an ambiguity in the inter-

pretation of ISA in comparison with individual
scientists.

In ISA Glossary of Terms, “professional judgment”
is “.. the application of relevant training, knowledge
and experience in making informed decisions about the
courses of action that are appropriate in the circumstanc-
es of the audit engagement” [19, p. 51].

A Russian scientist P. P. Baranov considers auditor’s
judgment as a scientific category that in all its diversity
reflects the attitudes of those who prepared the financial
statements, users and auditors of the financial statements
of an economic entity regarding the reliability of the in-
formation presented in it [6, p. 78].

L. A. Yudintseva argues that the quality of the au-
ditor’s work depends on his professionalism. The main
basis for expressing the auditor’s opinion is his judgment
about the reliability of the financial statements, which
allows users to make correct conclusions about the re-
sults of the economic activities, financial and property
status of an entity and adopt, based on these conclusions,
grounded decisions, and “...the auditor’s opinion is an in-
dividual form of thinking regarding the reliability of fi-
nancial statements, which is based on professional judg-
ment and experience” [15, p. 43].

According to 1. M. Pozharytska, auditor’s profes-
sional judgment is “... the process of applying professional
competence characteristics in achieving audit objectives
under uncertainty to formulate an opinion on profession-
al issues..” [14, p. 77].

R. Adams notes that .. the auditor should be more
competent than a client and as smart as he is, as soon as

this allows him to understand the client’s actions and re-
veal the content of the studied facts of economic life and
psychology of people who committed them, since under-
standing is, first and foremost, mutual understanding,
living into the world of the conflicting interests of those
involved in business processes. Indeed, what the auditor
sees in the client’s reporting is not an objective picture,
but the result of the desires of those who prepared these
statements and are behind these statements. The audi-
tor should be aware of all this, very clearly understand in
whose interests the data of the statement that is verified
are formed” [4, p. 97].

Based on the results of the analysis of definitions
of the concept “auditor’s professional judgment’, it is
possible to identify the components on which it rests,
in particular: scientific category; knowledge, experience,
qualifications; tripartite relationship; facts of economic
life; auditor’s opinion on financial statements; conditions
of uncertainty.

iven the above components, it is advisable to form
a generalized definition of the concept “auditor’s
judgment”. Auditor’s judgment is a scientific cat-
egory based on the thinking of the auditor as a person,
which is the result of knowledge and its generalization;
reflects the tripartite relationship among the auditor, the
party responsible for the preparation of financial state-
ments and intended users; is formed under conditions of
uncertainty concerning the facts of economic life based
on the specialist’s own knowledge, experience and quali-
fication; is the basis for forming an independent opinion
on the compliance of the financial statements with the
applicable financial reporting framework. It is necessary
to focus on the fact that auditor’s judgment is attributed
to indicators that characterize the level of experience,
knowledge, skills and competences — professionalism.
The factors that influence the formation of profes-
sional judgment include:

+ professional competence;

+ professional skepticism (for critical evaluation
of audit evidence);

+ terms of the audit engagement (type of engage-
ment: audit of financial statements, review of
historical or intermediate financial information,
other engagements concerning assurance) (Fig. 1).

Auditor’s competence

A

Auditor’s skepticism

Terms of the audit
engagement

.

, /

Aditor’s judgment

Fig. 1. Factors that influence the auditor’s judgment

Source: developed based on ISA 200 [19, p. 96, 111, 112].

142

BIBHECIHOOPM N2 92018

www.business-inform.net




n accordance with the provisions of ISA 200, “Overall

objectives of the independent auditor and the con-

duct of an audit in accordance with the International
Standards on Auditing” and ISA 700 “Forming an opinion
and reporting on financial statements’, the auditor ap-
plies professional judgment throughout the performance
of the audit engagement. In view of this, it is advisable to
consider the process of formation of the auditor’s judg-
ment by stages of auditing. The stages presented in Table 1
provide the auditor an opportunity to form professional
judgment with regard to the objectives set.

quire applying professional judgment, in particular re-
garding:

+ acceptance of an engagement to audit;

+ audit sampling;

+ analytical procedures;

+ key audit matters.

The formation of professional judgment necessi-
tates the use of various quantitative and qualitative char-
acteristics. With consideration for the fulfillment of pro-
fessional tasks, the auditor builds a decision-making pro-
cess with the application of professional judgment based
on the professional competence of the auditor (Fig. 2).

Table 1

Stages of forming the auditor’s judgment

No. Stages

Judgments

Agreeing the terms of audit
engagements

About the acceptability or unacceptability of the applicable financial
reporting framework.

About the availability of all opportunities to complete the audit
engagement and provide the auditor’s report.

About accepting a new audit client

Planning an audit of financial
statements

About the degree of materiality and the application of a preliminary
assessment of materiality to individual statement items.

Regarding the assessment of the risk of material misstatement at the
financial statement and assertion level.

About the sufficiency of audit procedures performed in response to the
assessed risk of material misstatement

3 | Conducting substantive testing
statements

About the sufficiency and appropriateness of the obtained audit evidence
on the accuracy and completeness of the information in financial

4 | Completing the audit and reporting

About new or revised risk factors and audit procedures, changes in materia-
lity of the auditor’s report.
About identifying key audit matters and the form of audit opinion

Source: developed based on ISA 210, 260, 315, 320, 500, 700, 701 [19].

In accordance with the provisions of ISA 200, “Over-
all objectives of the independent auditor and the conduct
of an audit in accordance with the International Standards
on Auditing’, the need for professional judgment is con-
sidered in the decision-making, in particular regarding:

+ materiality and audit risk;

+ nature, timing and extent of audit procedures to
gather audit evidence;

+ evaluating whether sufficient appropriate audit
evidence has been obtained and whether more
needs to be done to achieve the objectives of the
ISAs;

+ evaluation of management’s judgments in apply-
ing the financial reporting framework;

+ formation of interim conclusions based on the
audit evidence obtained, for example: assess-
ment of the adequacy of previous estimates
made by management in preparing financial
statements [19, p. 112].

According to the results of the study of literary
sources and the provisions of the ISAs, there determined
the feasibility of expanding the list of decisions that re-
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ased on the results of the study, it was found expe-

dient to summarize the results of local judgments

on individual components of the financial state-
ment audit conducted by the auditor throughout the pe-
riod of the engagement, in order to form the auditor’s pro-
fessional judgment for expressing an independent opin-
ion on the financial statements. Hence, it is possible to
conclude that the auditor’s professional judgment about
choosing the form of auditor’s opinion to be presented in
the report of the independent auditor is the main point of
its application. Thus, there is a manifestation of the cumu-
lative effect of local judgments of the auditor.

Taking into account the objectives of the auditor:
“.. to obtain reasonable assurance that the financial state-
ments taken as a whole are free from material misstate-
ment, whether due to fraud or error, for the auditor to
form an opinion about whether the financial statements
are prepared, in all material respects, in accordance with
the applicable financial reporting framework; to issue a
report on the financial statements and present informa-
tion under the ISAs, based on the results obtained by the
auditor” [19, p. 98] Establishing whether “the objective
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Acceptance of an engagement to audit

Nature and extent of audit procedures

Audit sampling

Assessment of audit evidence and
formation of intermediate conclusions

Key audit matters

Auditor’s judgment

Assessment of materiality and audit risk

Evaluation of management’s judgments

Analytical procedures

Choosing of a form of auditor’s opinion
on the financial statements

is achieved” is the result of the judgment of the auditor.
The judgment in assessing the state of achievement of an
audit objective should be based on:

+ results of the conducted audit procedures;

+ assessed risk of material misstatement;

+ assessmentofthesufficiencyandappropriateness
of the audit evidence obtained;
justification of interim conclusions, which after
their summarizing and processing will be the
basis for the formation of professional judgment
in expressing the auditor’s opinion on the
financial statements (Fig. 3).

he components of the audit process include:
identification and assessment of risks of mate-
rial misstatement of the financial statements due
to fraud or error that was inadvertently made, both at
the level of financial statements and at the level of man-
agement’s assertions. Audit risk is a probability that the

Fig. 2. Decisions that require applying professional judgment
Source: developed based on ISA 200, 210, 520, 530, 700, 701 [19, p. 112, 127, 492, 503, 754, 806].

financial statements of an enterprise, on which the opin-
ion is expressed, can contain misstatements that were
not detected by the auditor in the course of the engage-
ment, which can result in significant consequences in
terms of the accuracy of the financial statements. Accu-
racy in determining audit risk is a criterion for assessing
the quality of the auditor’s work, and its proper justifica-
tion can serve as an indicator in evaluating his profes-
sionalism and competence, since the auditor’s judgment
is the basis for measuring audit risk. It is the soundness
of the auditor’s judgment that the choice of effective au-
dit procedures, which will be used to reduce audit risk to
an acceptably low level, and their extent depend on. The
identification of risks of material misstatement necessi-
tates applying by the auditor professional judgment in
planning and performing procedures in order to detect
fraud or error, both at the level of financial statements
and at the level of management’s assertions. Examples of
such procedures include:

Overall objectives of the auditor

A

Obtain reasonable assurance that the financial
statements taken as a whole are free from material
misstatement, whether due to fraud or error

audit evidence has been obtaine

Evaluate whether sufficient appropriate

d

Auditor’s

judgment

opinion on the financial statemen

Justify conclusions, on which to base auditor’s

ts

~

opinion on the financial statemen

Render the auditor’s report expressing an independent

ts

Source: developed based on ISA 200, 500, 700 [19, p. 98, 438, 752].
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1) making inquiries of management about assess-
ing by its representatives the level of risk of material mis-
statement due to fraud; control measures implemented
to prevent and detect fraud in the enterprise; identifying
specific cases of fraud; actions that have been performed
to eliminate the control deficiencies in order to imple-
ment measures to prevent cases of fraud;

2) making inquiries of operating personnel in-
volved in the preparation of financial statements, ac-
counting staff, lawyers, senior specialists and other man-
agement officials for information about the existence or
suspicion of fraud, which, in accordance with the content
of ISA 240 “The auditor’s responsibilities relating to fraud
in an audit of financial statements’, which comprises:

+ analysis of responses to inquiries;

+ calculation and analysis of standard deviations
of financial indicators;

4+ observation, etc.

The formation of professional judgment in select-
ing by the auditor procedures to assess risks of material
misstatement is schematically shown in Fig. 4.

her monograph “Audit procedures. Theory and practice”
[13], is worthy of attention.

In forming the auditor’s opinion and presenting a
report on the results of the audit, an analysis of the com-
pleteness and reliability of the obtained audit evidence
is essential to further assess the elements of a predicted
risk of material misstatement. In addition to conclusions
about whether sufficient appropriate audit evidence has
been obtained, it is advisable for the auditor to assess the
compliance of the financial statements with the following
criteria:

+ appropriate references in the financial state-
ments to the financial reporting framework ad-
opted by the enterprise;

+ appropriate disclosure of selected and applied
accounting policies;

+ compliance of the selected and applied account-
ing policies with the adopted conceptual frame-
work;

+ adequacy of the disclosure of information on
material transactions and events;

The auditor's judgment in selecting procedures for assessing risks
of material misstatement

/

A \

. Procedures
Procedures for assessing f . sk
a risk of material or assessmg ans
. of material
misstatement due isstat ‘
to fraud, ISA 240 misstatement,
ISA 315

Procedures

The auditor’s ;
for evaluation

responses _
to assessed risks of misstatements
ISA 330 ' identified during

the audit, ISA 450

. !

, —

The conclusion about whether sufficient appropriate audit
evidence has been obtained

Fig. 4. Scheme of the formation of the auditor’s judgment in selecting procedures for assessing risks of material
misstatement

Source: developed based on [19].

isk assessment procedures, in general, do not fully

ensure the sufficiency and appropriateness of au-

dit evidence for the auditor to obtain reasonable
assurance to form the auditor’s opinion on the financial
statements. Therefore, in response to assessed risks of
material misstatement, the auditor may additionally de-
termine the need for audit procedures and/or tests to
evaluate the effectiveness of control measures.

In the course of an audit, it is necessary, based on
the information received and processed, to choose an au-
dit methodology that would offer an effective set of audit
procedures. It is the auditor’s judgment, with consider-
ation for the assessed risk of material misstatement, that
allows such a choice of audit procedures. The develop-
ment of an integrated approach to selecting audit proce-
dures in order to achieve specific audit objectives, which
was performed by N. M. Proskurina and published in
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+ confirmation that the information given in the
financial statements is relevant, reliable, com-
parable and understandable;

+ presence of signs of possible bias in the judg-
ments of management personnel;

+ reliability of presentation, structure and content
of the financial statements;

+ the terminology used in the financial statements
is appropriate [19, p. 753].

According to the results of the study, it is advisable
to recommend that auditors in the process of evaluating
the identified distortions perform certain procedures, in
particular:

+ determining the aggregate of specific uncorrect-
ed financial statement misstatements, including
the results of uncorrected misstatements identi-
fied during the previous audit;
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+ conducting the auditor’s assessment concerning
the materiality of the effect of misstatements on
the financial statements;

+ informing management personnel about materi-
al misstatements detected in the financial state-
ments, requiring that amendments be made to
the financial statements.

Refusal of management of the entity to make cor-
rections necessitates assessing by the auditor the effect of
the detected uncorrected misstatements on the reliability
of the financial statements, in respect of which the con-
clusion will be formed, and choosing the form of audit
opinion (modified or unmodified).

he result of the auditor’s judgments, on the basis

of which the interim conclusions of the auditor

were formed, is used in the process of formation
by the auditor of an effective judgment in order to express
an opinion of the auditor on the financial statements.
That is why the validity and documentary confirmation
of the auditor’s judgments by the auditor’s evidences col-
lected in the process of forming interim (local) conclu-
sions as regards reliability in terms of individual aspects
(items, separate components of financial statements)
necessitates using a balanced professional approach to
summarizing the results of the audit in all essential as-
pects of entities’ activities, which should be reflected in
the financial statements. This ensures the auditor’s as-
surance in the absence of material misstatement in the
financial statements, whether due to fraud or error.

In view of the practice of audit, to build a concep-
tual model, there systematized the summarized results
of local judgments of the auditor (manifestation of the
cumulative effect) in the process of forming the auditor’s
opinion on the financial statements as a whole (Fig. 5).

Requests from users of financial statements have
different goals, which substantiates their requirements
to the disclosure of the information they contain, in par-
ticular in terms of reliability, relevance, clarity, complete-
ness of the disclosure of certain aspects of the entity’s ac-
tivity. Only taking into account the above requests of us-
ers of the information contained in financial statements,
the auditor shall make a decision on forming professional
judgment about errors, misstatements, inappropriate
presentation and / or disclosure of information, which
would present an obstacle to meeting such requests,
and properly reflect in the auditor’s report the necessary
qualifications.

The presented results of the research on the audi-
tor’s judgment in conducting an audit of certain aspects
of entities activities and financial statements provide an
opportunity to address both theoretical and practical is-
sues of forming a reasonable professional opinion of the
auditor on the financial status of an enterprise. Accord-
ingly, the above mentioned will increase the confidence
of users of financial statements in the indicators they
contain to justify management decisions.
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CONCLUSIONS

1. Key decisions are made by the auditor on the
basis of the professional judgment formed by him. The
auditor’s professional judgment and decisions made by
him in the course of the audit determine the form of audit
opinion on the financial statements.

2. The reasonable assurance about whether the fi-
nancial statements as a whole are free from material mis-
statement, whether due to fraud or error, is the result of
the auditor’s judgment in forming and summarizing in-
terim conclusions, with consideration for the cumulative
effect of local judgments, to express the auditor’s opinion
on the financial statements.

3. Further research of scientists on the formation
and application of the auditor’s professional judgment,
including: making decisions about accepting the audit
engagement, determining the nature and extent of audit
procedures, evaluating whether sufficient appropriate
audit evidence has been obtained, assessing material-
ity and audit risk, evaluating management’s judgments,
identifying key audit matters, choosing the form of the
auditor’s opinion on the financial statements, will have
an impact on the development of the methodological
bases of auditing. |
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