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YOU’VE 
GOT THE 
AUDIT OF 
RELIANCE 
– WHAT 
ARE YOU 
FIRST 
GOING TO 
DO?



DURING LAST YEAR AUDIT SOMEBODY 
WAS AN MD, THIS YEAR THERE IS A NEW 

MD. WILL YOU  CONTINUE THE AUDIT?



LAST YEAR THE TEAM HAD 10 CAS AND 23 
ARTICLES. THE CAS ALL HAVE SIGNIFICANT 
EXPERIENCE IN OIL & GAS AND COMPLEX 

INDUSTRIES. 

DUE TO PERSONAL REASONS THEY ARE 
NOW NOT AVAILABLE.



The Audit Team has been decided to undertake the 
audit. The main article who is leading the 

engagement is this person. Is it proper?



During previous 
year audit, audit 

manager and 
Board member 

have a big 
dispute over an 

audit entry



SA 220 –
Continuance of 

Client 
Relationship

Before Starting Audit the following 
information is important:

a) Integrity of Key Management 
Persons (KMP) and Those Charged 
with Governance

b) Whether engagement team has the 
ability and capability to take it up

c) Whether engagement team can 
comply with relevant ethics

d) Any issues in previous audit 
engagement that may bring to 
question the continuing relationship



LETTER OF ENGAGEMENT (SA 210)
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TYPE OF SITUATIONS

Continuing Engagement

(already did previous year audit)

SA300 , SA 220

New Engagement

(First time doing the audit)



SA 300 – PLANNING AN 
AUDIT OF FINANCIAL 

STATEMENTS



Audit Planning - Definition

Audit Planning maybe defined as 
developing an overall plan for the 
scope and conduct of the audit, which 
comprises Nature, Timing & Extent 
(NTE) of Audit Procedures to be 
performed.



IMPORTANT 

PRELIMINARY 

STEPS IN AN 

AUDIT



All competitors have a 
Net Profit of 12%. 

Audit Client Alone has 
a Net Profit of about 
36%. Is this normal?

No – Audit Plan needs to address this issue by testing and/or sampling/ 

enquiring



A had completed the audit of a IT 
Company and had prepared an 
audit plan for the same. While 
conducting the audit of a 
chemical manufacturing company, 
he decides to use the same audit 
report

Audit plan has to factor in unique issues of each industry and client. 

Therefore, copy pasting an audit plan is not the right approach



Understanding the client and 
industry



Decided Extent of Reliance 
on Internal Controls



The Audit Team is confident that they 
will be able to find a fraud so want to 
spend another 2 months to complete 

the audit. Should the audit programme 
and plan be extended to accommodate 

this?

Finding a Balance between audit procedures and time-lines 

is critical. One of the most important things in planning an 

audit is to plan the timeline of the audit also.



ESTABLISHING OVERALL STRATEGY

 Identify the nature of engagement

 Understand the client and industry

 Planning to evaluate the effectiveness internal controls

 Nature and timing and extent of planned audit procedures

 Planning and direction and supervision of team and audit



PLANNING 

ACTIVITIES



AUDIT TEAM DISCOVERS A 
FRAUD IN THE AUDIT BUT 
DECIDES TO NOT 
INVESTIGATE FURTHER 
BECAUSE IT WAS NOT 
PART OF THE AUDIT PLAN. 
THE AUDIT PROGRAME 
ALSO DOES NOT FACTOR 
THE SAME. IS THE ACTION 
CORRECT?

Planning is not a discrete phase in an audit. It is continuous 

which starts from prior to starting the audit and ends after the 

audit is over.



Change in Audit Plan

Auditor should update and change the audit plan based 

on the audit course and developments. Some reasons 

for change in audit plan are as follows:

• Unexpected Events

• Collection of Audit Evidence by performing procedures

• Changes in reporting requirements

• Subsequent events



The agreed terms of the audit engagement shall include:

(i) The objective and scope of the audit of the financial statements;

(ii) The responsibilities of the auditor;

(iii) The responsibilities of management;

(iv) Identification of the applicable financial reporting framework for FS

(v) Reference to the expected form and content of any reports to be issued by the 

auditor and a statement that there may be circumstances in which a report may 

differ from its expected form and content.

Which of the following is correct?

(a) (i),(ii),(iii)

(b) (i),(ii),(iii), (iv), (v)

(c) (iz), (ii), (iv), (v)

(d) (i),(ii),(iii), (iv)

(b) - (i),(ii),(iii), (iv), (v)



Question

The overall audit strategy and the audit plan remain the 
responsibility of

a) auditor’s

b) management’s

c) those charged with governance

d) both management and those charged with governance

(a) - Auditor



Question

During the course of the Audit Planning the Partners 
identified a risk in the Stock-in-Trade. However, while 
preparing the audit programme, steps to address the risk 
was not included. The Audit Team, thus, did not do the 
additional checks to address the risk.

Is this a failure in Audit Planning or failure in Audit 
Execution?

Failure in Audit Planning



Question
M/s TP & Co., a firm of Chartered Accountants, is auditor of KSR Ltd. for 

many years. KSR Ltd. has diversified their business into newer areas 

during the last year. The senior member of the audit team handed over the 

standard audit programme of earlier years to the audit assistants and 

instructed them to follow the same. The assistants are conducting the 

audit accordingly. Whether the attitude of the audit assistants is justified 

or they are required to keep an open mind? Guide them

There is a failure both on the part of the Senior members and the 
audit team. The Senior members have failed to plan properly by 
simply copy pasting the programme from the previous year. But 
the team members also have to modify the audit programme 
accordingly to the situation. They cannot be rigid but must be 
flexible depending on the circumstances.



Step 1 – Preliminary Engagement 
Activities

Step 2 – Audit Planning



1. Letter of Engagement

2. Compliance with Ethical 
Requirements

3. Recheck Independence of entire 
team

Step 1 – Preliminary Engagement Activities



Step 1 – Preliminary Engagement 
Activities

Step 2 – Audit Planning



Identify the nature of engagement

Understand the client and industry

Planning to evaluate the effectiveness internal controls

Nature and timing and extent of planned audit procedures

Planning and direction and supervision of team and audit

Step 2 – Audit Planning



Question

State with reason (in short) whether the following 
statements are true or false:

Once the overall audit has been established, an 
audit plan can be developed to address the various 
matters identified in the overall audit strategy. 
The establishment of the overall audit strategy 
and the detailed audit plan are closely inter -
related.

True - Once the overall audit strategy has been established, an audit 

plan can be developed to address the various matters identified in the 

overall audit strategy



Whats the relationship between 
Audit Strategy and Audit Planning?



Audit Strategy and Audit Planning

• Strategy sets scope, direction and timing of audit

• Planning involves plan to described the nature, timing and 
extent of audit procedures

• Both are interrelated as a change in one can affect the 
other

• Generally strategy is prepared before the audit and plan 
may evolve even in the course of the audit

• Strategy is at a higher level where as planning is at a lower 
level



Audit Programme



What is an Audit Programme

• Audit programme is a list of examination and verification steps to 
be applied

• Step by Step approach for appraisal of accounting records

• Businesses vary in nature, size and composition – requiring 
specific audit programmes

• Periodic review of audit programmes

• Audit programme is designed to collect audit evidence



Stay within the 
scope and 

limitation of the 
assignment.

Co-ordinate 
the procedures 
to be applied 

to related 
items.

Prepare a 
written audit 
programme.

Consider all 
possibilities 

of error.

Determine the 
evidence 

reasonably
available and

i
dentify the best

evidence.

Include the 
audit 

objectives for 
each area.

Apply only those 
steps which are 

useful in 
accomplishing the 

verification 
purpose.



ADVANTAGES OF AUDIT PROGRAMME

 (a) It provides the assistant carrying out the audit with total and clear set of 

instructions of the work generally to be done.

 (b) It is essential, particularly for major audits, to provide a total perspective of the 

work to be performed.

 (c) Selection of assistants for the jobs on the basis of capability becomes easier 

when the work is rationally planned, defined and segregated.

 (d) Without a written and pre-determined programme, work is necessarily to be 

carried out on the basis of some ‘mental’ plan. In such a situation there is always a 

danger of ignoring or overlooking certain books and records. Under a properly 

framed programme, such danger is significantly less and the audit can proceed 

systematically.

 (e) The principal can control the progress 

 (g) It serves as a guide for audits 

serves as evidence in the event of any charge of negligence being brought 

against the auditor



DISADVANTAGES OF AUDIT PROGRAMME

 Work becomes mechanical in nature

 Programme often tends to become rigid and inflexible

 Inefficient staff may take shelter behind the programme 

 May kill the intuitiveness of the audit







Questions

1. Auditor is fact checking about promoters and key 

managerial persons. She is also considering 

competence of staff to perform engagement. What is 

she trying to do?

(a) She is establishing audit strategy.

(b) She is conducting preliminary engagement activities.

(c) She is designing audit plan.

(d) She is checking her compliance of ethical requirements.

(B)



Questions

1. Consideration of number and location of 
branches, requirements of financial reporting 
framework and expected time of completion are 
relevant factors primarily for which of the 
following -

(a) Developing audit plan
(b) Establishing overall audit strategy
(c) Designing audit programme

 (d)Designing risk assessment procedures

(B)



Questions

1. What is detailed set of instructions 

given to assistants in engagement 

team known as?
(a) Audit guidelines

(b) Audit plan

(c) Audit Programme

(d) Audit Procedures

(c)



Questions

1. The issue of generation of scrap has been overlooked in 

detailed set of instructions given to engagement team. What 

should be proper course of action by CA Simran Kaur?

(a) She should ignore this information as audit has already begun.

(b) She should modify earlier set of instructions.

(c) She should leave the matter to wisdom of engagement team.

(d) She should put the ball in court of management as she 

was not provided with complete information earlier.

(B)



TEAM MEETING & BRIEFING



Question

Plans should be further developed 
and revised as necessary during the 
course of the audit. Explain.

True - Plans should be further developed and revised as 

necessary during the course of the audit. SA 300 states 

planning is not a discrete phase of an audit, but rather a 

continual and iterative process



Question

The overall audit strategy is more 
detailed than the audit plan. True or 
False?

FALSE - The audit plan is more detailed than the overall 

audit strategy that includes the nature, timing and extent 

of audit procedures to be performed by engagement team 

members



Question

Your firm has been appointed as an 
auditor to audit the accounts of an 
auto parts manufacturer, ABC LTD. 
Elucidate the matters to be 
considered by an auditor in 
developing his overall plan for the 
expected scope and conduct of audit.



QUESTION



Documentation



THANK YOU!

STILL HAVE ANY DOUBTS? 

LETS DISCUSS!

DR. CA ABHISHEK MURALI, 
M.COM, FCA, MBA, ACMA, LLB, CGMA, CIMA(LON.), CISA(USA), 

DISA(ICAI), D.LITT,  ADIT (UK)

ABHISHEKMURALI@GMAIL.COM ; 

mailto:abhishekmurali@gmail.com
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