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Abstract

Purpose: This study aims to analyze the factors affecting the fair value
measurements (FVM) audit process, in light of previous literature and audit
standards, to develop a clear structural modeling of those factors and the
interactions between them.

Design/Methodology/Approach: Interpretive structural modeling (ISM)
was relied upon to study the relationships between the factors, followed by
MICMAC analysis to classify them as drivers and dependent factors.

Findings: The results show that both the Role of regulators & the
Ambiguity of standards related to FVM are the most important factors that
were identified and entered at the bottom of the model, while the personal
judgment factor and audit fees, appears at the top of the hierarchy of the
proposed model (SMAFVM). The final MICMAC output evidences that
there are two linkage key factors, they are Estimation Uncertainty &
Valuation Specialists.

Research Limitations: This model is developed by using some empirically
identified key factors affecting the FVM audit process. Moreover,
brainstorming sessions were used to shortlist the key factors. Thus, the
carrying of personal perceptions and biases into the short listing cannot be
ruled out.

Practical Implications: The results provide clear insights to auditors
regarding the factors affecting the FVM audit process, and the interactions
relationships between them, which works to clarify the full picture of the
FVM audit process environment, and supports the auditor’s judgment and
evaluation.

Originality/Value: This study is among the early literature that rely on
ISM to analyze relationships between factors as well as attempt to classify
them. In light of this, the study adds great value from a theoretical
standpoint for accounting and auditing, and also contributes to improve and
develop practical practice from a practical standpoint.

Keywords: fair value measurement; auditors; auditing process; ISM;
MICMAC analysis.
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