Requirements to be complied by Auditor (Summary)

Prnfessmnul skepticism

An attitude that involves a

E‘I‘thﬂ|
requirement

} } }
Professional | Audit evidence | Compliance of
judgement & risk SA's

0 Integrity “questioning Mind” ?ﬂ'ﬂgﬂ'ﬁ Forming decisions ~ Auditor should ~ Auditor should
0 Objectivity to condition md;c-:leg possible . 4 obtain SAA audit  comply with
3 Professional Ef'mgea‘g:h e a) Materiality  oyidence relevant SA's
competence  conditions P) S8A audt it risk should  Audit should
and due care q) Contradictory evidence ) Nature, fimir , bereducetoan achieve objective
a Cunfidinﬁﬂ“’ry b) Condition indicating fraud Lextentof acceptable low of eucl:n 5A's
O Professional ¢) Conditions questioning audit level so that . Mﬂdlfy the
behaviour. reliability procedures auditor can state Report
) Em:g i s‘fgﬁt @ d) Evaluating that /S are free | OR
gh”;c“ :rr::lc;:d : ‘5’:’; mgmt. from M-M + Withdraw from
decisions (audit risk cannot engagements
By maintaining professional (selecting of be reduced to zero
skepticism, it reduce risk accounting U s o
a- of over generalizing when Policies

drawing conclusions

b- overiooking unusual
circumstances

c- using inappropriate
assumptions while deciding NTE

estimate efc)

limitations of audit



Beginning of Audit During Course of Audit

]
: | o Management request the auditor
ocurring Ao tn change its term of engagement
' : :
Management ises,  Management is imposing any limitations:- Determine requirement Determine the effect
imposing Check existence of pre-conditions wrt e :
limitations:- 1‘ Pra-c!mdnun are i exstence-Accept ) Changein High assurance Low assurance
Donot aceeptthe e 204t s e ~Accept the change
audit > - b) Change " law | Check whether mgmt. act is
2. Pre-conditions are not in existence:- o) Ehiﬂgﬂmmihlp New Engagement reasonable
) Discuss matter with mgmt. d) Change in business leter
J Do not accept audit i activities |. Non-reasanable:-
v Unacceptable FRF or e) change in terms of < D not accept the change
v Management does not agree engagement | management does not permit
with respansibilities f) Change in FRF with original Engagement, then
| Withdraw + Communicate TCWG

. (if required)
Required:-Send new Not Required:-No
engagement letter Fresh EL 2, Reasonable:-

< Accept the change



Fre-conditions

. Whether the financial reporting framework to be applied in the preparation of the financial statements is
acceptable;

ii. Obtain the agreement of management that it acknowledges and understands its responsibility including
a) Preparation of Financial Statement as per FRF

b) Maintenance of Internal Control System which is necessary to enable the preparation of financial
statements that are free from material misstatement

t) To provide the auditor with:
. Access to all information of which management is aware that is relevant to the preparation of the
financial statements such as records, documentation and other matters;
2. Additional information that the auditor may request from management for the purpose of the audit;
and

. Unrestricted access to persons within the entity from whom the auditor determines it necessary to
obtain audit evidence



~ SA 220( Quality control foj audit of financial statements

-

Definitions Requirements to implement

1. To maintain 1. Engagement partner: quality control Shall make
quality contral by partner or other person H-Human Resource documentation
the auditor during in the form who is a E-Engagement performance a) Issuesw.r.t
the performance & member of ICAT and isin = A-Acceptance & Continuance compliance of
during the reporting = full time practice is of Client Relationship ethical
responsible for L-Leadership responsibility requirement
2. To provide engagement and ifs M-Monitoring b) Conclusions on
reasonable assurance ~ performance for the E-Ethical requirements compliance with
that report issueslon behalf of independence
a) Auditor has firm ¢) Conclusion
complied with To maintain quality regarding
professional control is responsibility acceptance &
standards & contri of C/R
regulatory 2. Engagement team:-all d) Nature & scope
requirements personnel performing an resulting from
b) Audit opinion is engagement, including any consultation
appropriate experts contracted by the during audit

firm in connection with that
engagement
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Requirements to implement quality control

V.5
)

1. Firm should
established policies &
procedures That can
hire competent staff
with capabilitieg
Resolve issues
a) Compensation

b) Promotion
c) Career develop

) Remuneration

) Prof. evaluation
)

Incentives

2. Right person for
the Right job

3. Proper requirement
Process so as to hire

. peasants with
*ogrlfy & capab.

v

1. Whether from has
established policies &
procedure in order to
conduct audit as per
professional standards

2. It shall be comm. Through
written/ e-manual which
shall address

a) How ET briefed on eng. To
understand their role

b) Process for complying with
engagement standards

c) Process of engagement
supervision training &
coaching

d) Method of reviewing the
work performed

e) Appropriate documentation
of work performed

/

Engagement partner
should be satisfied that
audit procedures are
and will be performed in
a well manner

Factor which affect

auditor's decision

a) Integrity of principal
owners, mgmt., TCWG

b) ET is competent to
perform audit with
time & resources

¢) Whether firm & ET
can comply with
ethical requirements

d) Significant matters
are during currant or
previous Audit

vV

Engagement performance & Acceptance and continuance

of client relationship

Work of

management

members should be

monitored at

regular intervals by

some senior staff

evaluation of

a) Adherence to
professional
standards

b) Whether QCS
Is property
designed

¢) Whether QC
policies is
property applied



|

Leadership

1. EP shall be responsible to
maintain quality during
course of audit

2. Actions of EP & messages
to ET will emphasize
a) The importance to audit
quality of
i. Performing work that
complies with SA's ©
ii. Compliance of firm
quality control policies
lii. Issuing budit opinion
which is appropriate
iv, ET can raise concerns
without fear
b) That quality is essential
for performing audit
engagement

Requirements to implement quality control

Ethical Requirement

The auditor should

apply the following

fundamental principles

of professional ethics

relevant when

conducting an audit of

financial statements:

d Integrity

J Objectivity

d Professional
competence and due
care

J Confidentiality

d Professional
behaviour.



SA 230:- Audit Documentation

= e e

DEFINITIONS
|, Audit documentation:-It is a record of

OBJECTIVE

(a) A sufficient and

appropriate record | @ Audit procedures performied
of the basis for the [ b. Audit evidence obtained
auditor's report: and | ¢. Audit conclusions drawn
Eg-
(b) Evidence that the || S Audit notebook
< Audit file

audit was planned
and performed in
accordance with SAs
and applicadle legal

J Audit programme

3 Completion Memorandum

J Correspondence

J Summary of significant matters

ﬁﬁdrﬂ'gmﬂmﬂ ] ﬁnahgig
requirements. J Letter of confirmation
J Checklist

2. Audit File:one or more folders or other
storage media, in physical or

electronic form, containing the records that
comprise the audit

PURPOSE / BENEFITS

DRIVERS/FACTORs
AFFECTING
DOCUMENTATION

COMPLETION
MEMORANCUM/

Helps in planning &

erforming the AUDIT DOC
i |, Size of entity SUMMARY
Uirgct, supervision _ |, Auditor will describe
and review the ig:mpbmv o hgru
work of assistant ! J siﬁﬂﬂit3$ -
Fix accountability ok of M. matters identifi
on assistant A during aud

_ J How th
Recarding the 3. Effectiveness of HE;E:SEFE
matter of ICS
- ) 2. Wil fcitated
importance 6. Sinifcance of W ot § eficient
Picking up linking of auditevidence Review & inspection of
wark done by staff | audit documentation
Act as evidence I HH::M otk

* Enablingth e

conduct of external [ 8. Audit Tools and

inspections Methodology




UNDERSTANDING T0 EXPERIENCED SIGNIFICANT MATTERS SIGNIFICANT PROFESSIONAL

ALDITIR L Mattersthat gve rise o SIENIFICANT RISKS (s JUDGEMENT (SR
An sucior shou prepare audt defined in $A 315) | Auditor shall document SPJ

documentation sulficient to enable an
experienced auditor having no previous

connection willThE auai (o understand:
. NATURE, TIMING AND EXTENT of audit
procedures:
J Identilying charactenistics of specific
items and matters tested
] Who performed the audit and the date
ol completion.
O Who reviewed the repart, the date
and extent of review

2. SPJ shall include
o Auditor's conclusion on the
reasonableness of

judgement of mgm.

Results of audit procedures indicating that the
financial statements could be MATERIALLY MISSTATED,

gr

. aneed to REVISE THE ALDITOR'S PREVIDUS

ASSESSMENT of the risks of material misstatement
and the auditor's responses to thosa risks.

J Auditor's conclusion on
authenticity of document for
further investigation

) Rationale of auditor's
conclusion when it provides
that ar shall consider
significant matter which
involves SPJ

. Lircumstances that cause the AUDITOR SIGNIFICANT

7 Results of the AUDIT PROCEOURES DIFFICLLTY IN APPLYING necessary audit procedures,

erformed and evidence obtained:
RTINS S SR S 5. Findings that could RESULT IN A MODIFICATION T0 THE

AUDIT OPINICN or the inclusion of an Emphasis of
Matter paragraph in the auditor’s report.

J. SIGNIFICANT MATTERS arising during the

audit the conclusions reached therean,

b, SIGNIFICANT PROFESSIONAL JUDGMENTS
made in reaching those conclusions

s . == ]

(THER DOCLMENTATION



(OTHER DOCUMENTATION

3 The auditor shall DOCUNENT DISCLISSIONS OF SIGNIFICANT MATTERS
WITH MANAGEMENT, THOSE CHARGED WITH GOVERNANCE. and others
including the nature of the significant matters discussed and when and with
whom the discussions took place

. Audit file must be assembled within G0 daE from date of
auditor's report

2. huditor shall retain the docs upto 7 years from date of
audit report

3 If, in exceptional circumstances, the auditor judges it necessary to depart

from a relevant requirement in a SA. THE ALDITOR SHALL DOCLUMENT
HOW THE ALTERNATIVE ALUDIT PROCEDURES PERFORMED ACHIEVE THE
AIM of that requirement, and the reasons for the departure.

3. Audit documentation is the property of Auditor (unless
stated by law)

O Auditor is not cound to share his documentation ither
with the management or TCWG

O Branch auditor is not bound to provide his warking
papers/ copies to the statutory auditor

O Although the auditor can extract copies of audit
documentation at his discretion

Q I, in exceptional circumstances, the auditor performs new or additional
audit procedures or DRAWS NEW CONCLUSIONS AFTER THE DATE OF THE
AUDITOR'S REPORT. the auditor shall document:

% The circumstances encountered;

% The new or additional audit procedures pertormed, audit evidence
obtained, and conclusions reached, and their effect on the auditor's
report; and

%+ When and by whom the resulting changes to audit documentation were

made and reviewed.

4. Assembly is an administrative process and auditor can
bring change in audit documentation Like
O Deleting repeated documentation
O Discarding supercadad documentatian
Q Sorting working paper
O Documentation audit evidence alter discussion with ET



SA Zall--CONSIDERATION OF LAWS AND REGULATIONS IN AN AUIDIT OF FINANCIAL STATEMENTS

e e s TR,

DBJECTIVE OF A

(2) To obtain sufficient appropriate
audit evidence regarding compliance

with the provisions of THOSE LAWS AND

REGLILATIONS GENERALLY RECOGNISED

T0 HAVE A DIRECT EFFELT on the

determination of material amounts and
disclosures in the financial statements:

(b) To perform specified audit
procedures to help identify instances of
non-compliance with OTHER LAWS AND
REGULATIONS that may have a material

eftect on the financial statements: and

(c) To respond appropriately to non-
compliance or suspected non-compliance
with laws and regulations identified
during the audit

OBTAIN WR

Obtain WR where
Management shall state
J Compliance of law is
the responsibility
of management
J That management
has disclosed
cases of non-
compliance

RESPONSIBILITIES OF ALDITOR

|. To obtain reasanable assurance that

financial statements are free from

Material mis-statements. Due to innerent

limitations of audit, auditor cannot obtain

absolute assurance

Morgover, there are some tactor also like

O Management's EIS cannot detect
every compliance of law

3 Collusion amang employees or
deliberate failure

O Non-compliance is ultimate matter of
legal determination of court

Audit procedures if non-
compliance is detected

|. Understand nature of
vialatian

2. Detect reasans for non-
compliance

3. Determine effect of non-
compliance on Financial
Matements

&, Determine the
implications

3. Discussion with
management and TCWG

b. If management does not
provide evidence then

3. (btain legal evidence

b. Determine fack of
sufficient & appropriate
evidence

4. Auditor is not respansible to prevent
BVEFY non compliance

0. Auditor is not expected to detect non-
compliance of every law




SA Za0:-CONSIDERATION OF LAWS AND REGULATICNS IN AN AUDIT OF FINANCIAL STATEMENTS

.

Q Unusual payments of

entities with tax havens

1 !
REPORTING DOCUMENTATION  AUDIT PROCEDURES IF
: : STETER NO-COMPLANCE S
AUDITOR'S REPORT REGULATORY E”z';’;“ﬂ‘f:m S,
: 1 LACK OF EVIDENCE fr d E?srgﬂ‘ssiun with ogel fees
CWG is involved then, HUH.BHTNAHEE law management/ O Matters related t
orm at higher ) | TOWE legal

bl WHICH HAS O
' EFFECT ON FS
pervisary Hoard :

e believes that

DWW 0FED  UNMODFED  WODIFED
t or cannot decice | OPINION | OPINION OPINION

om to report, then he - (0/D)
all obtain legal - OMPARA

vice

counsel

0 Being payment for
penalties/ fines
3 Reading minutes of AM

Q Enquiry with
management & ILWG

Q Licensing b requlating
Investigation

3 Litigation & claims

O Adverse media

comments



Joint audit is an

audit of EAS-f
an éntity BY
TWO OR MORE
AUDITORS
WITH the
objectives to an
issue Audit

Report

Such Auditors
are termed as
joint Auditors

Division of
work

Work to be

based on

a) Time period

b) Geographical
area

¢) Component of
Financial
Statement

This discussion
must be
documented

Responsibility Auditor's Report

Before commencement of audit, Joint Auditors shall

discuss and develop on audit plan, Auditors

a) Should identify division of work

b) NTE of Audit procedure to be referred

¢c) Ascertain the reporting objectives (Form & content
of Auditor's Report) n

d) Consider terms of engagement

e) Consider result of preliminary activities

f) Consider & Communicate Significant Factors to all
the Joint Auditors

1) Engagement partner and engagement team member
of ALL JOINT AUDITORS shall be involved in

planning.

2) Joint Auditor shall JOINTLY ESTABLISH an
overall joint strategy.

3) Joint Auditor will provide A COMMON

ENGAGEMENT LETTER.

4) Joint Auditor will obtain COMMON WR/MRL

5) After division of work,
a) It must be documented as* WORK
ALLOCATION DOCUMENT" & signed by all
Joint Auditor
b) It must be intimated to TCWG

Q Before finalising

Auditor's Report, Joint
Auditors Should have
a common discussion
and will share their
respective Opinions

d Generally Joint

Auditors froma
common opinion

3 But in case of contrad-,

Joint auditors can
provide different
opinion in that case,
they must provide
reference to each
other’s opinion in EOM

Q The opinion of Joint

Auditors will Not be
affected by majority
of the joint auditor

12



SA 299' -RESPONSIBILITIES OF JOINT AUDITORS

Dlsadvantages Responsibilities of Joint Auditor m

1.

1. Sharing of
expertise

. Less workload
on AR

. Better audit
quality

. High level of
assurance

. Timely
completion

. Convenient
For MNCs as
they can
appoint local
auditor

. All important
areas will be
covered

. Healthy
compeftition

e

Lack of co-
ordination
between joint
Auditors
Ignorance of
common areas
of work
Superiority
complex
Psychological
barriers when
firms are
standing at
different level
Dispute due to
sharing of fees
Costly on the
part of entity

. Specific area of work
2. Individual opinion
. Individual conclusion on compliance of

. Confirmation obtained individually
. Branch audit

JOINT & SEVERAL RESPONSIBILITY

3 Joint auditors !
intimate deficie
matter which ar
other Joint Auc
finalisation of a

SEVERAL RESPONSIBILITY

Financial reporting Framework

Q Joint Auditors i
to review the v
joint Auditor

. Common areas of work
. Common opinion
. Common conclusion on compliance of FRF

. Common discussion on audit procedures

. Any matter brought to all Joint Auditors
and they agreed to it.

. Form & content of Auditor's report

. Confirmation Obtained jointly

13



Y v
Meaning of Audit Plan

The auditor shall develop an audit
plan that shall include a description
of:

(a) The nature, timing and extent
of planned risk assessment
procedures, as determined
under SA 315 "Identifying and
Assessing the Risks of Material
Misstatement through
Understanding the Entity and
I'ts Environment".

(b) The nature, timing and extent
of planned further audit
procedures at the assertion
level, as determined under SA

330 "The Auditor's Responses to

Assessed Risks".

(c) Other planned audit

procedures that are required to

be carried out so _Thm‘ 'rh_e

The objective of
the auditor is to
plan the audit so
that it will be
performed in

an effective
manner

Establlshlng overd

) Consideration of p
’I activities results

v
Preliminary
Engagement Activities

Q Ensure compliance of
Ethical Requirements
including independence
as provided in SA-220

b) Identify the term
engagement & det
scope

Q Ensure compliance of
SA-220 by evaluating
that client relationship
can be accepted/
continued

c) Identify NTE of
procedures

d) Determine how th
will be deployed (M
d Understanding terms

of engagement as per
SA-210

e) Significance of th
be examined

14



Features of Planning Advantages of Audit Planning

1. Planning is not a discrete phase of an = Q Helping the auditor to devote appropriate
audit, but rather a continual and attention o important areas of the audit.
iterative process that often begins
shorﬂy after (or in connection wiTh) U He!pmg the auditor iden’rify and resolve

the completion of the previous audit = potential problems on a timely basis.
and continues until the completion of | * .
the current audit engagement. J Helping the auditor properly organize and

manage the audit engagement so that it is
performed in an effective and efficient

2. The auditor may decide to discuss
manner.

elements of planning with the
entity's management to facilitate
the conduct and management of the
audit engagement.

J Assisting in the selection of engagement
team members with appropriate levels of
capabilities and competence to respond to
anticipated risks, and the proper

3. Although these discussions of fen assignment of work to them.

occur, the overall audit strategy and
the audit plan remain the auditor's
responsibility. When discussing
matters included in the overall audit
strategy or audit plan, care is

required in order not to 0 Assisting, where applicable, in coordination
compromise the effectiveness of of work done by auditors of components

d Facilitating the direction and supervision
of engagement team members and the
review of their work.

Direction, Supervis

Review

The nature, fiming and e:
the direction and supervi
engagement feam membe
review of their work vary
depending on many
factors, including:
3 The size and complex
the entity.

O The area of the audit

O The assessed risks of
material misstatemer

Q The capabilities and
competence of the in
team members perfor
audit work.

15
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. :
Changes in Audit Plan & Strategy Overall Audit Strategy-Assistance to the Aud
0 As aresult of unexpected events, changes Q The resources to deploy for specific audit areas,
in conditions_or the audit evidence : v such as the use of appropriately experienced team me
obtained from the results of audit for high risk areas or
procedures, the auditor may need to v the involvement of experts on complex matters;

modify the overall audit strategy and

audit plan and d The amount of resources to allocate to specific audit ai

v such as the number of team members assigned to obs
inventory count at material locations,

v the extent of review of other auditors work in the cc
group audits, or

v the audit budget in hours to allocate to high risk area

Q Thereby the resulting planned nature,
timing and extent of further audit
procedures, based on the revised
consideration of assessed risks.

0 When these resources are to be deployed,
v such as whether at an interim audit stage or at key c
dates

Q This may be the case when information
comes to the auditor’s attention that
differs significantly from the information

available when the auditor planned the Q How such resources are managed, directed and supervis

audit procedures. v such as when team briefing and debriefing meetings ¢
| ‘ expected to be held,
Q For example, audit evidence obtained v how engagement partner and manager reviews are ex}
through the performance of substantive take place (for example, on-site or off-site), and

procedures may contradict the audit v whether to complete engagement quality control revie



SA 300:-PLANNIN NANCIAL STATEMENTS

'

Matters which should be consider:d
while formulating Audit Plan

Relationship between Audit

In case of Ipitial Audit
Engagement

Strategy & Audit Plan

J Once the overall audit d Planning, , Includes consideration The auditor shall undertake the
str:; I o of the timing of certain activities and following activities prior to starting an
established, an_audit plan can audit procedures that need to be initial audit: e
be aevdogd to address the complm prior to the performance of (a) Performing procedures required by
various matters dentified in further audit procedures. SA 220 regarding the acceptance
the overall audit strategy, of the client relationship and the
taking into account the need 3 For example, planning includes the need to specific audit engagement ; and
to achieve the audit consider, prior to the auditor's -
objectives through the identification and assessment of the risks ~ (b) Communicating with the
efficient use of the auditor's of material misstatement, such matters predecessor auditor, where there
resources. as: has been a change of auditors, in

The analytical procedures to be compliance with relevant ethical
J The establishment of the O applied as risk assessment requirements.

overall audit strategy and the procedures.
detailed audit plan argnot @ Obtaining a general understanding of

necessarily discrete or the legal and regulatory framewo
mw._bﬂ The determination of materiality.
are closely inter-relate @ The involvement of experts.
STRCETIGRGes in one may V' The performance of other risk

result in consequential assessment procedures. @

chanaes to the other. 17



SA-31a

[Tt el ™ e BT ]
OBJECTIVE OF SA DEFINITIONS

[he objective of the auditor is

3 To identify and assess the
risks of material
misstatement, whether due to
fraud or error, at the financial
statement and assertion [evels,
through understanding the entity
and its environment, including the
entity's internal control,

3 Thereby providing a basis
for designing and
implementing responses to the
assessed risks of material

misstatement.

3 Assertions-Representations by management, explicit or otherwise, that are
embodied in the financial statements, as used by the auditor to consider the
different types of potential misstatements that may occur.

O Business risk-A risk resulting from significant conditions, events
circumstances, actions or inactions that could adversely affect an entity's ability
to achieve its objectives and execute its strategies, or from the setting of
inappropriate objectives and strategies.

3 Risk assessment procedures-The audit procedures performed to obtain an
understanding of the entity and its environment, including the entity s internal
control, to identify and assess the risks of material misstatement, whether due to
fraud or error, at the financial statement and assertion evels.

3 Significant risk-An identified and assessed risk of material misstatement that, in

This will help the auditor to reduce the the auditor's judgment, requires special audit consideration

risk of material misstatement to an

ﬂl'lﬂl'll"l'l‘l'll'll!l Il'll]l Il'lIII'I.I
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e @ [tis a continuous, dynamic process of
msmg&wn o SIE":IEANTIS [ REVELUKN OF gathering, updating and analyzing information
n identified and assessed risk o
material misstatement that in the auditor's
judgment, requires special audit
consideration

' throughout the audit. The understanding

3 Inspections of assists Auditor in exercising professional
documents & judgment throughout the audit, for example,
Reports when:

Q Analytical 3 Assessing RMM

Auditor shall
identify the
I‘iSk !][ - 3
]

In case of new
evidence
obtained.

auditor shall

[ Assertion| | To Find Significant Risk, Auditor should revise the risk E::::;uras g EEE;"ET;:S:::t:pr;:;:iateness it
lEVBl Check and update the B Dbsarvition selection and application of accounting
[ That risk is & risk of fraud plan policies, and the adequacy of financial
Q That risk is w.r.t RPTs Q Ingire statement disclosures;
3 That Risk is wrt. Complexity of persun ihi O Identifying areas where special audit
transactions the entity consideration may be necessary,

Q That transection are of unusual nature Q' Developing expectations for ARP

‘ﬁ Q3 When risk is related to recent - RES.']"." e RMM o .
/ - . designing and performing further audit
Significant economic development SR
oo e procedures to obtain SGA Evidence)
3 When it involves degree of subjectivity 0 Evaluating the sufficency and
in measurement of financial information appropriateness of audit evidence
related to risk (which involves obtained.

uncertainity)




s yres =0 e e

Inquiry with the Persons Analytical Procedures Inspection &

Inquiry with TCWG:-will help AR to O Analytical procedures performed as RAP may identify aspects of the entity of Observation
understand environment in which F/S which the auditor was unaware and may assist in assessing the RMM.  Examples
o prepared Q Analytical procedures performed as risk assessment procedures may O The entity's operations.

J  Inquiry with Internal audit O Documents (such as

include both financial and non-financial information.

personnek-provides info about |/A business plans and
proceed relation to design b O Analytical procedures may help identify the existence of wnusual strateges), records,
effectiveness of entity transactions or events, and amounts, ratios, and trends that might and internal control

o Inquiry with employees involved in indicate matters that have audit implications. —
eheriann comples transectins - O Unusual or unexpected relationships that are identified may assist the O Reports preparedby |
hlps A”.d't“r o evaliae . auditor in identitying risks of material misstatement especially risks of management (such as
eppropriateness l sglgctmn : material misstatement due to fraud. Quarterly management
application of A/ Policies reports and interim |

O Inguiry with In-house legal counsel- () However, when such analytical procedures use data aggregated at a high et sttt
provides info about litigation, level the results of those analytical procedures only provide a broad and thase charged wih
compliance of law, fraud, warrant initial indication about whether a material misstatement may exist. qovernance (such e

J Inguiry with mm:ke?ing/ sale Q Accardingly, in such cases, consideration of other information that has minutes of board of
FE"SU”“‘fli'PmV'dE !"f” abuut change been gathered when identifying the risks of material misstatement directors' meetings).

_ '“ff"m’”ﬂ strategies. sles “'E_"d together with the results of such analytical procedures may assistthe (3 The entity's premises

3 Inquiry with IS personnet.-provides auditor in understanding and evaluating the results of the analytical and plant faciliies
about Information system changes orocedures

" A . T T S .. 20
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A d3la:- THROUGH LINDERSTANDING THE ENTITY, ITS ENVIRONMENT INCLI0ING THE RELATED INTESNAL CONTRD.

e >
THROUGH LUNDERSTANDING ENTITY, ITS RELATED INTERNAL CONTROL RISK IN AUTOMATED

ENVIRONMENT Q Evaluate Design & Implementation of Interna ENVIRONMENT
Q) Industry, regulatory  external factors Control System Q Undue reliance on the software
0 Nature of entity 3 Control environment system which has been formed
v ts operations Q Culture of honesty and ethical behavior of inadequate

v (wnership & governance Structure employees Q Unauthorized access to data
v Types of investments that entity i Q dtrength of control environment and any may result in damage of data
making | deficiency 3 Mis-use of powers by IT

v The way entity is structured/ 3 Understand RAP of Entity personnel

financed AT TSN QORI EEIE O Unauthorized damage in
Q Accounting policies (Application selection Reporting master files
and consistency) v stimating the significance of risks O Potential loss of data
0 Dbjectives and strategies of business & A SRR GG RRETYC O Failure to make changes to

related Business Risks v Actions to address such risk system

3 Measurement and review of entity's
Financial Performance

3 No RAP performed by management:-Discussion
with Management + obtain WR

J Management's RAP has not detected Risk but
Auditor’s RAP has detected Risk:-Consider

Significant deficiency in Internal Cantrol System

21



SA 3201:- MATERIALITY IN PLANNING AND PERFORMING AN ALIDIT

(e R . ek )
OBJECTIVEDF SA  MEANING OF MATERIALITY INVOLVEMENT OF JUDGEMENT

[he objective of the | Misstatements, including | Q' Judgments about materiality are made in the light of surrounding circumstances, and
auditoris to apply | omissions, are consideredto | are affected by the size or nature of a misstatement, or a combination of both; and (
the conceptof | be material if they,

materiality individually ar in the Q Judgments about matters that are material to users of the financial statements are
appropriatelyin aggregate, could based on a consideration of the comman financial information needs of users as a
planning and reasonably be expectedto | group. The possible effect of misstatements on specific individual users, whose needs
performing the influence the economic may vary widely, is not considered.

audit. decisions of users taken on

3 Inthis context, it is reasonable for the auditor to assume that users:

(a) Have a reasonable knowledge of business and economic activities and accounting
and a willingness ta study the information in the financial statements with reasonable
diligence:

(b) Understand that financial statements are prepared, presented and audited to levels
of materiality;

(c) Recognize the uncertainties inherent in the measurement of amounts based on
the use of estimates, judgment and the consideration of future events; and

(d) Make reasonable economic decisions on the basis of the information in the
financial statements

the basis of the financial
statements:

22



STAGE OF MATERIALITY PERFORMANCE MATERIALITY USE OF BENCHMARK IN MATERIALITY

The concept of materiality is applied
by the auditor both in planning and
performing the audit, and in forming
the opinion in the auditor's report.

Q Some items which are individually immaterial
but when collected together become
material,

A percentage is often applied to a chosen benchmark
as a starting point in determining materiality

tactors that affect identification of benchmark

Q Auditor will educe the materality Level (\§)I. |Elementaf F/8 fssets. zbilties. expenses)
as a whole to a lower level so as tocover | 7. The items on which users narmally facs ((or
the similar items which could be material nds

when aggregated together

In planning the audit, the auditor
makes judgments about the size of
misstatements that will be considered
material. These judgments provide a
basis for:

| Determining the nature, timing and
extent of risk assessment
procedures:

( ’ purpose of evaluating proper users trends to
focus an profit / revenue )
3. The entity's ownership stricture and way of
( 9 is financed (if entity is financed solely by debt
rather than equity, than users may focus mare
on assets rather than earning)
- Nature of entity, ts ife cycle and industria
‘ *) and economical environment
Q The performance materiality 5. The Relative Volatility of Benchmark (1/her
v [epend upon professional judgement ‘“ PBI from continuing aperations s valatile, other
v Reduce the risk of smaller items benchmarks may be more appropriate, such as

v |eads to larger sample size gross profit or total revenues)

Q IFany transection is above performance
materiality but less than materiality Level as
a whole than auditor shall perform limited
pracedures

. |dentifying and assessing the
risks of material misstatement; and

3. Determining the nature, timing and
extent of further audit procedures.
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SA 320:- MATERIALITY IN PLANNING AND PERFORMING AN ALIDIT

CHANGE [N MATERIALITY RELATIONSHIP BETWEEN ALIDIT RISK & MATERIALITY DOCUMENTATION

3 |fthe materiality of itemis high, the extent of Audit
procedures performed by Auditor will alsa be higher., this
will leads to reduction of Audit Risk.

Q Materiality for the financial
statements as a whole

Q |f applicable, the materiality
level or levels for particular
classes of transactions,
account balances or
disclosures;

3 Performance materiality;
and

Q Any revision of (a)-(c) as

the audit progressed

Q The auditor shall revise materiality for
the financial statements as a whole in
the event of becoming aware of
information during the audit that
would have caused the auditor to
have determined a different amount
(or amounts) initially.

3 | the materiality of item is low, the extent of Audit
procedures performed by Auditor will also be lower, this
will leads to increment of Audit Risk.

3 There s inverse relationship between materiality &
audit risk

3 Ifthe auditor concludes that a lower
materiality for the financial
statements as a whole than that
initially determined is appropriate, the
auditor shall determine whether it is
necessary to revise performance
materiality, and whether the nature,
timing and extent of the further

audit procedures remain

appropriate.
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SA-500

!

MEANING OF AUDIT EVIDENCE

Wit evidence is information used by auditor in
anriving af'the conclusions which auditor's report is

based.

2. It included both information contained in Gccounting
records underlying F/S and other information

a. Accounting records

. Record of alcing entries

il. Invoice

lii. Contract

iv. General & sub ledgers

v. Journal entries

vi. Worksheet, spreadsheet supporting cost allocation,
documentation

b. Information contained

.. Minutes of the meeting

ii. Written confirmation trade receivables/trade payables
iii. Manual of internal control

Q To obtuia sufficient|&

|

lapproprio’re audit evidence

Q Factor affecting sufficient
and appropriateness of

audit evidence

1. Risk of M-M

2. Result of control test !

3. Materiality of items |

4, Size of population
being tested

B. Size of sample g

6. Reliability of evidence™
obtained _j

7. Accounting policies

8. Knowledge & =

experience of auditor




! /

Collection of evidences Types of evidences

1. Inspection- examh@tion of records, d According to Nature

documents and tangible assets v' Documentary
o
2. Observation- the process of witnessing the v Visual
procedure performed by other d According to Source
e.q. attending physical verification v External Evidences
conducted by management v Internal Evidences
3. Inquiry- it means obtaining information from EXTERNAL EVIDENCES ~ INTERNAL EVIDENCES
persons within/ outside the entity External evidences are Internal evidence are originated
Confirmation- Response to an enquiry originated from outside the within the entity
entity
4. ARP- it means studying significance ratioand =~ E.g.: purchase invoice bank copies of sakes invoice salary
trends and investigation abnormal fluctuations. ~ statement sheet inventory registered
5. Recalculation- checking the arithmetical External are more reliable than  Internal are less reliable
accuracy of figures internal evidence
Even if ICS is weak, it will not  Internal evidence is not reliable
6. Re-performance- execution of procedures affect reliability of ext. if ICS is weak

that were originally performed by mgmt. evidence







CTED ITEMS

'

Objective of SA

The objective of the
auditor is to obtain
sufficient and
appropriate audit
evidence regarding
the:

(a) Existence and
condition of
inventory;

(b) Completeness of

litigation and claims
involving the entity;

and

(c) Presentation and
disclosure of segment
information in
accordance with the
applicable financial
reporting framework.

SA a0I:-ALIDIT EVIDENCE:SPECIFIC CONSIDERATION FOR SELE
' '

LITIGATIONS & CLAIMS

_ AR shall obtain S&A evidence

PHYSICAL
VERIFICATION

OF INVENTORY

Direct communication with entity's

external legal counsel - (through

letter of inquiry)

Q In case of risk of material
management regarding litigations
& claims or

Q Audit procedures indicate that
other material litigation exist
(heavy legal expenditure)

Meet the entity's external legal

counsel

Q The auditor determines that the
matter is significant risk

Q The matter is complex

Q There is disagreement (exception
between management and entity's
external legal council ordinary.

Such meeting require management's
permission and are held with a
representative of management in
attendance

I

Segment Information

regarding P&D of segment
information by
J Obtaining an understanding of
methods of management
v Evaluating those methods
provide disclosure as per
FF
v Test the application of
such methods
Q Performing ARP or other
procedures

Depending on the circumstances,

example of matters that may be

relevant:-

1. Sales, transfers, charges
between segments

2. Comparison with Budget &
other expected results

3. Allocation of asset & cost
among Segments

4. Consistency with prior period
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SA 505:EXTERNALCONFIRMATION

jima | | L 1

———— e - | —_—— f——= —— ————

MM{ Meaning ;_-‘-'-:_“-:..—-‘55:@' Typesofnqust

Audit evidence The objective of 1. Positive request

1. Riskof MM

obtained as a the auditor, payables auditor will request

direct response |l when using Q Trade the third party to

to auditor from | external receivables [l reply inall the cases §M2.ICS

third party in confirmation Q Loans Whether third party

proper-e-form procedures, isto M ) Tnvestment [ a. Agrees 3. Significance of matter
design and heldby T/P | b. Disagrees
perfo;rn such Q Inventories [l with information 4, Trust on T/P
P;Jrcfl "'TS i0 - held by T/P | provide in request
zn d‘“" reicvan Q Pending suits B. Content of request
veliable audit & litigations [l 2. Negative request

Here, auditor will
demand the response
of third party if

there is an exception

evidence 6. Chances of exception

7. Ability of intended
conformity party v

Generally positive request is more reliable than

negative request however, negative request can be

made if

a. Risk of M-M is low

b. ICSis Strong

¢. If auditor is having belief that T/P will reply in
case of expectation

d. Chances of exception are low

8. Prior experience

9. Layout & presentation
of confirmation request




SA 505:EXTERNALCONFIRMATION

!
iy
I\
} '
X
: | )

Alternative

Valid Reasons Invalid Reasans - Non-Reliabe Procedures

'
‘ =T
Assess the RMM , .
Perform Alternative — Exception No Exception  JETETIER
Dagcedures ' }
mu m Alternative Procedures
'

Evidencesnot | Modified M  Perform Alternative WHEN THIRD PARTY IS DOUBTFLL
obtained report Procedure |. When TP is unwilling
3 When he finds it time consuming

" Q Itis not his/its ordinary course of practice
st Eopmt Evidences Obtained M Evidenses not Obtained § O When it is dealing in foreign currency

O When he is resistant due ta involvement In
Unmodified Report Modified Report legal complications

+ Statement that management 2. When Third party is not objective



SA al0:- INITIAL AUDIT ENGAGEMENT

OPENING BALANCES

CHECK MISSTATEMENT IN PY FIGURES
Uhlair‘ StA evidence lhat whether opening balance contain mis-statement that affect
current year statement of profit Eloss MR BY, oo
Q Prior period closing balance are properly brought forward
Q Determine whether opening balance reflect application of appropriate Accounting

nolicies’
Q Performing one or more of

v Whether PY fiqures were Audited?

v Evaluate whether audit procedure of CY provide evidence of opening balance
v Performing audit procedures (specific) to obtain evidence of Opening Balance

It auditor
(a) Obtain evidence that Opening Balance can affect CY balances:-Perform
necessay it procedure

If AR concludes thzl thepe}s mis-statement in CYF§Communicate TCWG +

modified report a
(a) Cannot Dbtain evidence that Opening Balance can affect CY balances:-Provide

Moditied Repart (ﬂm

ACCOUNTING POLICIES

(Ibtain SGA evidence that

a. A/C policies are
consistently applied
b. Change is disclosed
as per FRF

It Yes, Then Unmodified
Repart.

Otherwise, Modified
Report

Modif@hm |'n

ﬂﬂﬂllll?lllﬂ Hf‘ lllll
5 i ULIHILH

CHECK MODIFICATION IN
PY AUDITOR'S REPORT
| Modified

Q Discussion with
management &
oredecessor auditor

Q Check that M-M exist
in Y or Not

It it exists in CY, Then
issue Modified Report

If it does not exists in CY,
Then issue Unmodified

Report

| Modified:-Not an issue
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SA 3I0:- INITIAL ALIDIT ENGAGEMENT

(el b W e a0
OBJECTIVE OF SA DEFINITIONS

ain SBA evidence

J Initial audit engagement - An engagement in which either:
(1) The financial statements for the prior period were not audited; or
(ii) The financial statements for the prior period were audited by a predecessor
auditor.

Opening balance
contain mis-
statemet that
material affect
current period F/§ J Predecessor auditor - The auditor from a different audit firm, who audited the

financial statements of an entity in the prior period and who has been replaced

Appropriate by the current auditor

Accounting

policies have  Opening balances - Those account balances that exist at the beginning of the
consistently neriod. pening balances are based upon the closing balances of the prior period
applied in current and reflect the effects of transactions and events of prior periods and

period /3 accounting policies applied in the prior period. Opening balances also include

matters requiring disclosure that existed at the beginning of the period, such as
contingencies and commitments.



BJECTIVE DEFINTIONS RESPINSIBLITIES O
L RELTEDPARTY &%, (%6). ANAGEMENT

(a) Irrespective of whether the applicable financial reparting framewark

establishes related party requirements, to obtain an understanding of 0 Related Party mears refated partyas | \dentify the Related

related party relationships and transactions sufficient to be able: defined in the financial reporting . Party
framework ( Prs-1§).

(i) To recognise fraud risk factors, if any, arising from related party @ O Entity under com rolwith | 2. Obtain proper

relationships and transactions that are relevant to the identification and client authorization ( Sec

assessment of the risks of material misstatement due to fraud: and v [lose family numbers 188-BR & OR)

v Being owners

v [omman key management
Q Entity over which client is having

significant influence

(i}) To conclude whether the financial statements, in so far as they are
affected by those relationships and transactions:

. Achieve a true and fair presentation (for fair presentation
frameworks); or

b. Are not misleading (for compliance framewarks); and

3. Proper recording of
RPT" s (section [83-

register)

Z. ARM LENGTH PRICE
A transection conducted on such terms
and conditions s between a willing buyer
and willing seller who are unrelated and
acting independently of each other and
pursuing their own best interests.

§. Compliance of AS
(b) In addition, where the applicable financial reporting framework

establishes related party requirements, to obtain sufficient apprapriate
audit evidence about whether related party relationships and

transactions have been apprapriately identified, accounted for and
disclosed in the financial statements in accordance with the framework.

0. Proper disclosure
of RPTs (as per
schedule |11

SA 9al:- RELATED PARTIES

33
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RESPONSIBILITIES OF AUDITOR IDENTIFICATION OF RELATEDPARTIES  INGLIRY WITH THE
Q) Same as laid in Objectives of SA-550 HOW CAN AUDITOR VERIFY EXISTENCE [ kel

\y)we AR should identify RMM with respent to RPTs and design i g gE:::: ::zt Ef[ EE?S
response for it

O Nature of relation

He can inspect

‘EI/M?shuulduhtainunderstanding of entity RPTs to conclude that F/S [l S Entitys[TR with fP

presems prwide faip disulusure' D lﬂfﬂrmﬂtiﬂﬂ SUpp!iEd hy Eﬂm‘,'tﬂ D EhangE in FElBtiﬂﬂ
requlatory authorities with RP

O Jshould understand RPTs and evaluate whether fraud risk 0 Register of members or Q Nature of

factars are present (as per SA Z40) Shareholders [ransactions with
. o . O Records of entity's investments RPs

 |wtase of inherent limitations, the potential effect of not | -
detecting material mis-statements due to RPTs is higher: - Euntractwﬁh IF/ TLHG e l]htamwnttgn
v Reason can be that Managementis notaware ol all thekels U] nternal aucit eport rEpresanlalon

A Life insurance policies insured by
Entity

Q Statement of conflict of interest

from management / TCWG

v RPTs may provide a greater opportunity farealiusion
concealment & Manipulation by Management

El/ﬁerefnre Auditor shall plan & perform the Audit with Professional
Skepticism (as Per SA-200)

SA 550:- RELATED PARTIES 34
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If auditor identifes undisclosed RP ~ Transaction outside Ordinary Course of Business

| Communication fritat

related party
2. |dentify such other RPs
J. Revise the risk

4, Design further audit
pracedures Accordingly

9, Discussion with engagement
team

B. Discussion with Management
to identify all transactions

RESPONSE T0 ASSESSED RISK

DOCLIMENTATION
O Names of the

Transaction in OCB identified related
ties and
. Examine contract and ensure at ALP . [;I:E ;Easlj:e Fihe
Q The business rationale (ar lack thereof) of the |l | Obtain SBA audit |
: - related party
transactions suggests that they may have been ook
7 Dbtain WR relationships.

entered into to engage in fraudulent financial
reporting or to conceal misappropriation of
assets; .

3 The terms of the transactions are consistent

WR
O They have

disclosed to the
with management's explanations; and auditor RPs & RPTs
Q The transactions have been appropriately they were aware b
accounted for and disclosed in accordance Q They have
with the applicable FRF. appropriately
accounted for and
(b) Obtain audit evidence that the transactions disclosed RPTs as

have been appropriately authorised and
approved.

per FRF




[t April 2021 3l March 2022 = 15* May 2020 30% June 2020 20% June 2020 15 Sep 2020

o ~

m sRepaRATONOF F/S* M ScNGON P cRcuLaTON 0F F/sS R m
= e 1 0/T0R'S REPORTA = \’
| 04 ® | @©

St
EVENTS OCCURRED AFTER DATE OF F/S BUT - FACTS COME T0 THE FACTS COME T0 THE KNOWLEDGE

COMMENCEMENT

OF FY

BEFORE DATE OF AUMTOR'S REPORT KNOWLEDGE OF AUDITOR AFTER ~ OF AUDITOR AFTER ISSUE OF F/3
\V4 DATE OF A/R BUT BEFORE DATE
OF ISSUE OF /3

V .
*DATE OF FINANCIAL STATEMENT $OMTE OF AUDITOR'S REPDRT SDATE

SA 360:- SUBSEQUENT EVENTS

OBJECTIVE DEFINITION OF OTHER DEFINITONS

36
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OBJECTIVE DEFINITION OF (OTHER DEFINITONS

The objectives of the auditor are to: SUNDULLRIUL R | Date of the financial statements - The date of the end of the latest
(a) Obtain sufficient apprapriate period covered by the financial statements.

3 Events occurring

audit evidence about whether events after date of /S
occurring between the date of the but before date of 2. Date of approval of the financial statements - The date on which all
financial statements and the date of auditor's report and the statements that comprise the financial statements, including the

related notes, have been prepared and those with the recognised
authority have asserted that they have taken responsibility for those
financial statements.

the auditor's report that require
adjustment of, or disclosure in, the
financial statements are

it innlud@

3 The facts came to

appropriately reflected in those the knowledge of

financial statements; and auditor after the J. Date of the auditor's report - The date the auditor dates the report
date of auditor after on the financial statements in accordance with A 700,

(b) Respond appropriately to facts the date of auditor’s

b, Date the financial statements are issued - [he date that the
auditor's report and audited financial statements are made available
to third parties

that become known to the auditor
after the date of the auditor’s repart
that, had hey been known to the
auditor at that date, may have caused
the auditor to amend the auditor’s
report.

report
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DENITIFICATION OF SUBSEQLENT EVENT SPECIFIC INOUIRIES
| Inquiry with Management and TCWG that 3 Whether any new borrowing has been obtained?
whether Subsequent Events affect Financial
Statements 3 Whether any new guarantee has been provided?
2. [Obtain WR (Management should assert that O Whether any asset is acquired?

all subsequent events are Disclosed)
3 Whether any asset sold 7
3. Study minutes of Board Meeting (for 6M

convened after date of F/3) 3 Whether there are any development with respect to Contingencies?
b, Review interim reports O Whether any events have occurred that are relevant to the recaverability of
assets?

9. Reading the entity’s Interim financial
statements 3 Whether any events have occurred or are likely to occur that will bring into
question the appropriateness of accounting policies used in the financial

statements?

B. Understand procedure of management
that how subsequent event are identified
3 Whether any asset is destrayed by natural calamity or seized by govi. authorities?

AUDIT PROCEDLRES ] 38



Events gCeugring after

Events that came to the knowledge of auditor after A/R

£/ date but before date
of auditor's repart

After date of A/R but before issue of F/S

Communicate with Management & TCWG

Need to amend F/§

Y L
Ask mgmt. to modify it No further procedure
m } }
Perf d . :
| I A/Ris not issued
0 Issuea new report (Dual dated report) or
O Did Repart + EOM para

Does F§ reflects
the Change?

It A/R s already issued

Issued a modified | Take appropriate action
(public notice)

l -
After issue of F/S

Generally:-No duty

Check effect on A/R

|, Discuss with Management & TCWG

2. Determine whether F/S needs to be
amended?

3. Inquire mmt. that how it will address it
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oA a7U:-GUING CUNCERN
.

MEANING Preliminary Assessment on Going Concern Indicators which shaws inappropriate G
The enterprise s by Management
normally viewed as Operating

sl | [HE AUDITOR SHALL DETERMINE WHETHER | Negatvecash || labourumest |1 Regla
e chme]  MANAGEMENT HAS ALREADY PERFORMED A flow ks ds) P
e— PREI.IHINARYASSESEHENT?? ) Hgeliatittes | 2 Lossfkey ). Panding
RESPONSIBILTES OF l 3. Arrlears of management Iitig&tinnsﬁ
AUDITOR Management ha (i 4 zrwdEﬂdsl 3. Shnrtage of !:Iamts'
| i fsd R . rrears |mpmftanl 3. Change in laws/
d Toobtain SEA f Crod o sl o
Evidenue.regarding[ Discussion with Discussion with 0. Adverse financial | 4. Loss of key nolicy
:l:gp;l:?:atenessu Management Management & ratios | Eustqmﬂr 4. Uninsured
assas.sment d Determine whether | inguire the basis of  HRICENL 0. lossin market catastrophes
qoing concern management Accounting repeyment ol Share
identified any event | Determine whether loan b [WEFGEHEE of
3 Toconclude which cast significant management highly
whether thereis  § doubt over GC?? identified any event SUEEE'SS[U’
competitor

any material
uncertainty exists

How Management | which cast significant
will address this?? | doubt over GC77

1. Loss of license
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PERFORMING AUDIT PROCEDURES

AUDIT PROCEDURES ALSO INCLUDES

To obtain S&A Evidence to determine whether or not a material uncertainty exists that O Subsequent event (after B/S):-Consider
may cast significant doudt on the entity's ability to continue as a going concern the impact on going concern

3 Requesting Management to make its assessment, if not performed by Management 0 Liigation and clims:-Larsider th

impact on going concern and inquire with
r 3 Evaluating Management's plans for future actions & ensure its feasibility. PR q

r legal Counsel
1 Where the entity has prepared a cash flow forecast, and analysis of the forecast is a 3 Interim financial statements:-Can check
significant factar in considering the future outcome of events or conditions in the evaluation the Quarterly Financial Statements even of
of management's plans for future actions: subsequent period
v bvaluating the reliability of the underlying data generated to prepare the forecast; & 0 Lash e
v [letermining whether there is adequate support for the assumptions underlying forecast. - ."w statement:-consider the
negative cash flow
Q Considering whether any additional facts available from the date of Assessment. 2 Examination minutes of Board meeting:

will show the status of gaing concern
3 Requesting WR from Management & TCWG regarding their plans for future actions and the

feasibility of these plans ) O Status of Debt Repayment: consider the
term of loan agreement and ensure its
compliance

SA 370:-GOING CONCERN

41



SA 570:-GOING CONCERN
& 1

If Management denies If Auditor has Concluded
to make preliminary V ‘
Assessment | ! !
UOGTTERRINTARTN  FINANCIAL STATEMENTS ARE ~ FINANCIAL STATEMENTS ARE GC IS APPROPRIATE BUT THERE IS MATERIAL
PREPARED UISING GOING ~ PREPARED LISING UNCERTAINITY
CONCERN BASIS OF LIQUIDATION BASIS OF }
ACCOUNTINGBLTGC IS ACCOUNTINGEUTECIS * *
INAPPROPRIATE INAPPROPRIATE Disclosure by No Disclosure by
| Management in F/$ Management in /S
1 !

Unmodified Opinion

+

Unmadified opinion Modified opinion

+ (Qualitied/Adverse)
Statement that G.C +
is Appropriate but In basis for opinion

Emphasis of Matter

there is a Material Para, state that a
% uncertainty material
(as Per SA-570) uncertainty exist

but /3 do not
disclose the same




SA-a80:-Written Reprasentatiun

ETEETTE

|. A written statement | |. To obtain WR from Management

by managementto the & TCWG WHEN THERE [SA | AUDITOR EAH ASK WHEN THERE IS
auditor to confirm | a. That management has fulfilled REHUIREM'ENT IN'" | MANAGEMENT T RESPONSIBILITY OF
certain matters to responsibility for preparation OTHER SA'S RECONFIRM IT MANAGEMENT
support other of Financial Statements QRPTs (S0-550) NI |t s provided the
evidence b. For completeness of O Subsequent | a. Those whosigned | auditor with relevant
information event (SA-060) ©  termsofEYareno infor. G access as
7 W/R does not 3 Going concern longer part of that | agreed in the terms
include financial Stat. 2. To support other evidence to (3A-u70) responsiblity of engagement,
or other supportive | the Financial Statements by QD) of ICS b. Terms were prepared ~ 2. All transactions
books or records means of WR 3 Risk of M-M in previous year have been recorded
(SA-313) c. Changein and are reflected in
3 WRisanevidence 3. Torespond appropriately | () Wheninternal | circumstances FS.
butitis not SGA audit © a. To WR obtained from ARprovides | d. Thereisindications | 3. It has fulflled its
evidence Management Direct that mgmt responsibility for
b IFWRnot obtained assistance (SA- - misunderstands the | preparation of FS as

bl0) responsibility per FRF 43
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WR-NOT RECEIVED

.

|, Discussion with

IF AUDITOR HAS CONCERNS @ CONTRADICTORY (WR is WR-NOT RELIABLE Management
ABOUT INTEGRITY & ETHICAL [ inconsistent with other evidence) [SSPYR appropriate
VALLES OF MANAGEMENT | Perform Alternative procedure ~ &ction (include ~2. Re-gvaluate the reliability
O Auditor shall determine the " to resolve the matter moditied opinion) of Management & evaluate

effect that such concerns 7. If not resolved, auditor shall the effect on WR/other

may have on the reliability ~ reconsider reliability of evidence

of representations management and then effect on

R WR & Other evidence. 3. Take appropriate actions (
Eﬂ. - T include modified opinion)
P
») —

SA-080:-Written Representation
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SA-080:-Written Representation

| !
FROM WHON? m

3 From those responsible for the preparation and presentation of the financial statements. ~ Addressed ~ Nearby to

Those individuals may vary as per governance structure of the entity, and relevant aw or to Auditor ~ date of Audit
requlation; however, management (rather TCWE) is often the responsible party. Report but
( Therefore, from the entity's CEQ/CFD, or other equivalent persons in entities that do not use not after
W such titles. In some circumstances, however, other parties, such as TCWE, are also responsible date of Audi
or the preparation and presentation of the financial statements. ' Report

(3 Due to this, management would be expected to have sufficient knowledge of the process followed

by the entity in preparing and presenting the financial statements on which to base WR

d In some cases, however, management may decide to make inquiries of others who

participate in preparing and presenting the financial statements and assertions therein,

including individuals who have specialized knowledge relating to the matters about which written

representations are requested. Such individuals may include:

v An actuary responsible for actuarially determined accounting measurements.

v Statf engineers who may have responsibility for and specialized knowledge about
environmental liability measurements.

v' Internal counsel who may provide information essential to provisions for legal claims




SA B10:-UISING THE WORK OF INTERNAL AUDITOR

B. Internal auditor to provide direct assistance

l

Pracedure in case of Direct Assistance | Ensuring Objectivity & Competenceof I~

Q Evaluate whether work of IA can be used as DA |. Objectivity of IA

Q Determine extent of work to be assigned to [A Q family/ personal relationship with management peaple
Q Obtain WR from management that it will not restrict IA 3 Assaciation with division/ dept.

Q (btain written consent from [A to keep matters confidential Q Significant financial interest

Q Document the work performed by IA 2, Competence of A

Q Supervise the work of IA

Q Proficiency in Auditing
Q Knowledge of FRF
Q Technical training
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