e
£

0 Scope

of SA

Deals with-

(c) Changesin

circumstances

Nature & Extent
of planning

(a) Past experience &
expertise

(b) Size & complexity
of the auditee

plan audit of FS

Recurring
audits

Work of others

Assisting, where
applicable, in
coordination of work
done by auditors
of components
and experts.

E

Direction, Supervision,

Audit Plan

Commencing

an Audit

Review
Facilitating the E
direction and
supervision of ET members
and the review of
their work

Audit

Pr

Audit

P

!

Audit Audit

Follow-up

Execution

Audit Request]

Requirements]

+[ Audit Execution]

Audit Date
agreement

Auditor
Assignment
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Agenda sent
to Auditee

Pr ary

>
Report Issuance|

Audit
Preparation

Draft Audit Report
L]
Issuance

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION
SA 300: Planning an A

Communication of
results to Auditee
Bi-annual Remediation
Plan Follow-up
Remediation Plan
Period Update

first attempt success tutorials

€@ Features of Planning
(a)

Planning a continuous process
Planning is a not discrete phase but a continuous
process. It involves consideration of timing of
certain activities and audit. For eg. prior to risk
assesment following matters can be considered:

Focus
Helping the auditor to devote
appropriate attention to
important areas
of the audit.

(b)

Discussion of Plan
with MGT
The auditor may discuss
elements of planning

Pre-empt -
with the MGT

Problems

A Helping the auditor $ i
idenrify‘ and resolve i) (ii) (iii) (iv) v)
potential problems Analytical General L&R Materiality Use of  Other RAP
2.2 Benefits enamelybest el
of Audit assessment comply.
planning Effectiveness Overall Audit strategy and Audit

& Efficiency Plan-Responsibility of the auditor
Helping the auditor

properly organize and

manage the audit

engagement so

that it is performed

in an effective

and efficient

manner.

C

D

Team Selection
Assisting in the selection
of ET members to respond
to anticipated risks, and
proper assignment of

work

No compromise in
audit effectiveness
when discussing
overall audit strategy
or audit plan

Establishing an understanding of the terms of
the engagement as required by SA 210.

Evaluating compliance with ethical require-

Involvement of Key ments, including independence.

ET Members
The EP and other KM of the ET shall be
actively involved in planning and
participating in the discussion.

Performing procedures required by SA 220
regarding continuance of the client relatioship
& specific audit engagement.

Benefits of performing PEA is it enables auditor to:
|

Final Report
Issuance

| )

L T 1
a) maintain b) assess MGT c) avoid
independence, integrity issues misunderstanding

Action Plan Sent to
Audit Sponsors

CA FINAL AUDIT BY CA ST
LEGEND : PEA = Preliminary Engagements Activities



Contents of an

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION

Audit Plan

In the audit plan following
description should be included:

a) The N.T.E. of planned RAP-(as per SA 315)

b) The N.T.E. of planned FAP at assertion level
(SA 330)

c) Other planned audit procedures that are necessary
for compliance with SAs

Audit plan is more detailed than
overall audit strategy

2.10]

Nature, Timing and
Extent or Direction &
Supervision of Team &
Review of work

Determining factors includes:

Changes to
Planning Decisions Area of the audit.

Due to- Assessed ROMM
( T W Capabilities and competence
The AE ob- of the individual team members

tained from
results of audit
procedures.

Size and complexity of the entity.

Result of  Changesin
unexpected conditions,
events,

Auditor to modify NTE of
FAP accordingly.

Performing procedures required by SA
220 regarding the acceptance of the client
relationship & specific audit engagement

Additional Considerations
in Initial Audit Engagements

The auditor shall undertake the following activities prior to
starting an initial audit:

Communicating
with predecessor
auditor.

Additional Considerations in Initial Audit Engagements

1. Unless prohibited by L or R,
arrangements to be made
with the predecessor auditor
For eg. To review the
predecessor auditors
working papers.

2. Any major issues discussed with MGT
in connection with the initial selec-
tion as auditor, the communication

of these matters to TCWG and how
these matters affect the overall audit
strategy and audit plan.

3. The audit procedures
necessary to obtain SAAE
regarding opening
balances (SA 510)

AUDIT STRATEGY

3.1 Consider the foll. factors
while establishing AS-
a. Identify engagement
characteristics defining scope
> Ascertain

= The auditor must
establish an overall
audit strategy that:

= Sets the scope,
timing and direc- objectives
tion of the audit > Consider
and e :

= Which guides the fd' Silgnfffeznis

actors in team

development of

th dit bl direction
@ audit plan. > Auditor must update/change

AS & APlan if needed

b. Engagement

ST c. NTE of

resources

e. Results of
PEA

CA FINAL AUDIT BY CA ST

LEGEND : AS = Audit Strategy | APlan = Audit Plan

*.

. Other procedures required by the
firm’s system of QC for initial audit
engagements.

Eg. Involvement of senior individual/an-

other partner to review overall audit

strategy prior to commencement o

significant audit procedures or

review reports prior to

issuance.

3.2 Benefits of
Overall AS

Assist auditor in determining matters

such as -

a) Qualitative employment

b) Quantity allocation of

c) Timing of deployment

d) Mgt, Direction &
Supervision

Resources

SA 300
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3.3.2 - Reporting objectives, Timing of the audit,
& Nature of Communications

3.3.3 - Significant factors, PEA, and Knowledge
gain on other engagements

cteristics of the engageme|

(ii) Components (iii) Other Work / Experience

» The number : » Thenatureof :» Theextentto  :» Thenatureof :) The need fora » The availability » The entity’s » The expected use » The effect of
and locations : control * which compo- ¢ thebusiness : statutory audit of of the work use of service of audit evidence IT on audit
of compo- i relationships : nentsare audited : seg tobe : dalone FS in of internal organizations. obtained in procedures.
nents. : b/wparentand : by other auditors.: audited by : addition to audit auditors. previous audits.

i its components. : :  otherauditors. : for consolidation

purposes.

i) Reportin
3.3.4 NTE of Resources g (i) Framework (i) Rep. g
» The selection of the » The entity’s timetable for reporting, such as at interim
ET and assignment of » The FRFW. and final stages.
audit work to appropri- » Industry specific
ately experienced team reporting requirements. 3.3

members as per ROMM

» Engagement budgeting. .Con5|der-atu.)ns
in Establishing
s the overall » The organization of » The expected type and timing
(iv) Changes Audit meetings with MGT of reports to be issued and

and TCWG to discuss other communications includ-

» Significant » Changes » Changes » Changesin » Signif- Strategy N.T.E. of the audit ing the auditor’s report, MGT
pusiness inlTand  inkey MGT, & regulations, icants work letters and communications to
develop-  pysiness  acquisitions, ~FRFW and changes ' TCWG
;nfglﬁng processes. mergers & new report- in FRFW N
the entity. divestments.  ing require- such as (III) Communication

ents 5, » Communication » The expected » Whether there
(iii) Internal Controls with auditors of  Nature and timing are any other
components. of communications  expected

» Evidence of MGT’s among ET communications
commitment to the members. with 3rd parties.

v

DIM of IC. ” n "
() Pror Experience <L

actions deciding

reliance on IC. » Results of previous audits that involved evaluating the operating effectivency of » Determination of materiality. o
» Importance attached IC, nature of deficiencies and action to address them. » Preliminary identification of areas with higher ROMM
to IC throughout the » Impact of assessed ROMM at overall FS on DSR
entity. » Auditors emphasis to exercise PS
24 SA 300 CA FINAL AUDIT BY CA ST

LEGEND : DSR = Design, Supervision and Review
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Relationship b/w Overall AS & A Plan
AS < prepared before —3 APlan

Change in AS result in change in A Plan

AS —» provide guidelines — for developing A Plan
Establishes scope and conduct of audit procedures

Detailed A Plan including NTE of audit procedure to

obtain SAAE.
High Materiality > Detailed Procedures <— High Risks
Low Materiality —> Test Checks < Low Risks

i 4.2 Drawing up the audit programme PSS

(a) First Time Audit

(1) Developed in 3 stages- (2) Subsequent Engagement
(SE)

At each SE, review A-Pr &
modify it on account of:

5 Abroad outline of A-Pr

i drawn up.

D After Review of internal &

a/cing procedures D Experience gained during
y the previous audits;

Details to be filled up, B

considering deficiencies

Important changes that
have taken place in the

in IC system business specially in the
JE) After detailed checking system of IC, a/cing
procedure: procedures or in the

structure of MGT or of the

apply special procedures scope of business; and

like checking opening

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION

Documenting the Audit Plan &
Strategy
Document AS, A Plan and significant changes made in the
AS or plan with reasons, such as

e

S { S

Key Record of NTE Reasons for
Decisions of RAP change in A Plans

e s

AUDIT PROGRAMME

Allocate
work to
team
members

Estimate
duration for
completion

of work

P

s 4.1 Formulating an Audit Programme

{ ! !

Audit Means to control
e Set of =
objectives for | | i <tructions proper execution 3
each area of work

(a) The important matters which need to be considered in

this regard are:

1. Nature of business in which the organisation is >
engaged:

Examine financial & a/cing org. by-

Visiting clients Acquaint with diff. Consider techni-
office- factory process of mfg. & cal, financial & a/

quantitative records ~ Cing set-up before
drawing up A-Pr

2. Overall Plan

v

3. System of IC & a/cing procedures

Ensure Ensure Reliance on Examination of IC
Cﬁ“ﬁl?ous . transactions ICs in deter- system including-
checking o — . )
financial & ’t)h 2 Z& e of (1) Review
statistical LTS substantive .
2) Preliminary
e recorded & not auditing ( 1
omitted evaluation
Unearths procedures. (3) Testing of
errors compliance &
evaluation

4. Size of Org. and
Structure of its MGT

Bigger the size of org.

‘ greater the complexity ‘

5. Information as regards
org. of business

Obtain from client info. on:

» Client’s history & business

of examination of a/cing
records

Purpose

»
» Nature of engagement
» Time of audit completion

6. A/cing and MGT Polici

LEGEND : A-Pr = Audit Programme

balance, special items. [ED Evaluation of IC made for Systematic In case of divergence, Framework
the current year. approach to . § strictly » Review FS of past years, specially, immediately preceding PY.
eIk Modify overall plan first 40010 » Obtain info. abt. a/cing & MGT policies & whether these
thenvA-Pr employed consistently.
CA FINAL AUDIT BY CA ST sa 300 & avpir Procravve [



A
Volume of turnover
substantially increased.

Significant changes in @

a/cing org., procedures &
personnel.

Ineffective IC procedures ﬂ
Extraordinary increase in
book debts or value of stocks

A suspicion or info received that
asset have been misappropriated.

Audit plan & programme
to be revised/reconsidered
as audit progresses and IC are

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION

=% » Audit team qualifications

-~-~>[Conduct preliminary survey

...y out audit in effective,

first attempt success tutorials

AUDIT EXECUTION

Execution Planning

—-S

Conduct detailed risk &
control assesment for
each audit segment

List the risks to
| be reveiwed

Capture controls
that exist or

] »

Test OE of
controls

Lay down roadmap
for audit execution

Use multiple
test
methods

Plan audit work to carry

efficient & timely manner

controls needed to
protect against risk

_____ Test effectiveness
of control

Consider: [}

» Manpower requirement > While making risk & O

control assesment,

X consider materiality
» Time, element, etc

reviewed and compliance and
substantive procedures are
applied.

AUDIT PROGRAMME

4
Reporting

1.
Review
and assess
conclusions drawn
from AE obtained.

2.
Review
and assesment
involves considering
whether FS prepared
as per A-FRFW

3.
Consider
whether FS
comply with relevant
statutory
requirements.

CA FINAL AUDIT BY CA ST

LEGEND : OE = Operating Effectiveness

4. 5.
Must Uniformity in
_contain clear. form & content
written expression of report.

of opinion.

6.
Matters
to be included in

report as per
governing statute
or regulator.
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A. Introduction

» Principal auditor is entitled to rely to work of other
auditor, provided he exercises adequate skill & care
and has no reason to believe other wise.

1A. Non Applicability :-
a Joint Auditors
b Auditor’s relationship with a predecessor auditor

1

{

Principal

Other

Auditor (PA) Auditor Component
» Auditor with » Auditor — A division
responsnb!hty Othel: than branch,
for reporting PA with L
e subsidiary, JV,
on the Fl of an responsibility iated
entity where FI to report assomat'e
of entity on Fl of enterprises or
includes Fl of component; other entity
one or more - whose Fl
components included in FI
audited by audited by
another auditor. PA.

Fl encom-
asses FS

D Establish standards to be applied when PA uses the

work of other auditor
. &
p -
2
\ 2

€ —_

=\,

D Discuss responsibility of PA when
] using the work of OA.

B. Acceptance AS

Principal Auditor

Consider the following before
accepting work as PA:

The materiality of the
~~~~~~ » portion of Fl which the
PA audits;

PA’s degree of knowledge
~~~~~~ » regarding the business of
components;

The ROMM in the FI
> of the components
audited by OA; and

] Whether additional pro-
" cedures of this SA can be
applied

D. Co-ordination

Betwen Auditors

i. Sufficient liaison
between PA & OA for
which PA may issue

written communication
to OA.

1
ii. OA should co-ordinate
with PA knowing the
context in which his work
is to be used
iii. PA to advise OA of
matters affecting OA.

iv. PA may rlequire OA to
answer a detailed
questionnaire

1
v. OA to respond to ques-
tionnaire on timely basis

1. Right to visit §2. Consider the
component professional
and
examine its

BOA

a member of
ICAI

v

procedures to obtain
competence of | SAAE, that the work
OA, if OA is not J of the OA is adequate
for the PA purposes

3. Perform
written

of OA’s

procedures

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION
SA 600 : Using the Work of Another Auditor

\J
Express a qualified / disclaimer of
opinion because of scope limitation

W £h

E. Reporting Considerations

OA issues modified report
v

\ \J » Consider nature &
If PA PA unable to perform significance of such
concludes . sufficient additional modification
H:;tuzee if‘g o Elr g?eci%f)orﬁgirtdmg » Whether it requires to be
O audited by OA included in PA’s report

\J
PA shall not be respon-
sible in respect of the
work entrusted to the
OA. (Unless — circum-
stances arose suspicion)

The Principal Aud Procedures

4. Review a

summary

Where OA has been When using t

appointed for the

he work of OA- the PA should

ordinarily perform the following procedures:

5. PA to consider signifi-

Discuss OA findings with
OA & component’s MGT.
PA or OA to apply supple-
mentary procedures on Fl
of component, if needed.

\J
If PA notices any
material discrepan-
cies brought to the
knowledge of OA.
& inc. in AR.

\4

PA shall clearly state division of
responsibility in his report by
indicating the extent to which
FI of components audited by

OAs included in Fl of entity.

6. When OA is not
a professionally
qualified auditor

7. Document-
PA should
document in his

cant findings of OA.

working papers:

Apply additional
procedures

v

component, the PA
would normally be
entitled to rely upon
the work of such
auditor unless there
are special
circumstances to
make it essential

for him to visit the
component and/or
to examine the BOA
and other records of
the said component.

a. Advice OA about use of his work and
report & make sufficient arrangements
for co-ordination at audit planning stage.
PA would inform the OA of matters such

as: i
( I ]
areasre-  procedures for time-ta-
quiring tha: identification  pje for
special of inter compo- comple-
consid- n:nt transactions .o o
eration, that may require /e

disclosure and

b. Advise OA of the significant a/cing,
auditing and reporting requirements and
obtain representation as to compliance
with them.

CA FINAL AUDIT BY CA ST

1. PA may visit other auditor.
2. NTE of procedures depend

*This knowledge enhanced

from review of previous
audit work of OA.

LEGEND : FI = Financial Information | PA = Principal Auditor | OA = Other Auditor

on-
written summary of
( OA’s procedures.
Engage- pate- PA's knowl- Where OA’s report is
ment riality edge* of modified-
circum- professional document how qual-
stances compe- ifications or adverse
tence of OA remarks are dealt
with.

Results of discussion
with OA & review of

Need not to document
reasons for limiting
the procedures.




A. The External Auditor’s Responsibility for the Audit

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION

10: Using the work of Internal Auditor

1. Internal Audit Function (IAF)

Objectives and scope of IAF include assurance and consulting activities, designed to evaluate and improve the effectiveness of

the entity’s:

a. Governance Processes,

v

b. Risk MGT, and

( Activities Relating to Governance

q_

] [Activities Relating to Risk MGT

)

)

EA has sole SA. defi It also defines
responsibility for th 4 Enz;etis n work effort need-
the audit opinion. € concitions | | e to obtain SAAE
His responsibility ;Iecgzsary that work qf IAF
is not reduced by or EA to use or IAs providing
use of the work of the work of direct assistance is
|AF or 1As 1As. adequate for audit
purposes.

Assess its effectiveness w.r.t.:

)

B. Scope of this SA

EA’s responsibilities when using the work of 1As, which

includes:

;

IAF assist entity by identifying & eval-
uating significant explosures to risk.

]

Evaluation of IC

Ethics & values,
& accountability

performance mgt. ]

( Activities Relating to IC
=

)

in detection of fraud. L] Examination of financial and

Communicating risk & control info‘)

[Perform procedures to assist entity

]

operating information

—»[Review of operating activities]

(@ (o)
using the work using IAs to provide Use of IAs to perform audit procedures under DSR of EA. - - -
of the IAF in direct assistance under — "[ Review of compliance with L&R ]
obtaining AE; and the DSR of EA. lEY‘ b
SA not applicable to entities not having IAF. E. Whether  Evaluate whether work of [ Nature & extent of work of © | Usingthe
IAF can be used for audit IAF that can be used work of IAF
work of IAF can be used ? purpose
C. EA Objectives, where Entity F. Determine the nature and extent of work of the IAF
has IAF that can be used
- A Y.
| , | To determine whether the work of | Depends on: € Do not use IAFif EA 1. EA shall ider nat 2. EA to make all significant judg- 3. Extent 4.C
the IAF or direct assistance from IA’s @ » Objectivity: Eva!u- determines: > shal ccfmsn ;r nature o reventgundue dse Ef .f.x er ! . ?mr:nu-
ate if IAF’s organisa- > 1AEs e el and scope of work per- , P of involve nicate how
can be used. - [ formed by IAF the work of IAF and perform more ment of the EA has
i tional status & rele- status & relevant Work of IAF may be used in: work directly where: EA: planned
- i vant P&P support policies and . Testing of the OE of a. More judgment is involved in: EA to be to use the
If usmg.the work of IAF, to . . objectivity of IAs. T eedurcs doinot controgls i. Planning and performing rel- sufficiently work of
|_,.| determine whether that work is » Competence: Eval- P Substantive procedures in- evant audit procedure; and involved in IAF:
adequate for audit purposes; and P ence: £ adequately support : Volving limited judgment ii. Evaluating the audit evi- the audit, In com-
uate IAF’'s compe- objectivity of IAs. Observations of inventor. deqce gathered; ) . given the municat-
SJ—— » Lacks sufficient . connts y . Assertions assessed with higher external ing with
If using 1As to provide direct @ » Due care: Evaluate competence . Traciné transaction gOMM tional stat 4 auditor’s TCWG,
ke " h 1A h lied X ! ¢ ) . Organizational status an sole . share how
assistance, to appropriately DSR i as applie: » Lacks systematic & . Testing of comp_llance with relevant P&P less adequately responsi- EA has
their work. H systematic & dis- disciplined regt{latory regwrements. support objectivity of internal bility for planned
ciplined approach, approach, inc. QC. Aub(]IFdS.DI"I’E\IlIEVYS O;,Fl of auditor; and ) the audit to use the
and QC. subsidiaries in significant . Level of competence of IAF is opinion work of
companies to the group. low. expressed. IAF.
28 SA 610 CA FINAL AUDIT BY CA ST

LEGEND : EA = External Auditor | IAF = Internal Audit Function | IA = Internal Auditor | OE = Operating Effectiveness | FR = Financial Reporting | DSR = Direction, Supervision\and Review s
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G. Using the work of IAF

D Discuss the planned use of its work: Discuss on matters
like:

» NTE of AP » Sample Size
» Documentation

» Scope of work
» Report
JF» Read the reports of the IAF relating to the work of the
function to understand N&E of AP performed and his
findings.
JEY Perform sufficient audit procedures on the work of
the IAF including evaluating whether:
a. The work of the IAF- properly planned, performed,
supervised, reviewed and documented;
SAAE had been obtained to enable the function to
draw reasonable conclusions; and
. Conclusions reached are appropriate in the
circumstances and the reports prepared by the
function are consistent with the results of the work
performed.

=2

o

J) The nature and extent of the EA’s AP shall be
responsive to the EA’s evaluation of:

@ a. The amount of judgment involved;

@ b. The assessed ROMM;

@ c. The extent to which the IAF’s organizational
status and relevant policies and procedures support
the objectivity of the IAs; and

@ d. The level of competence of the function; and

B Evaluate whether the EA’s conclusions regarding the
IAF and the determination of the nature and extent
of use of the work of the function for purposes of the

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION

I. Determining the Nature and Extent of Work

that can be Assigned to IAs Providing Direct
Assistance

v v v

The EA may be prohibited
by L or R from obtaining
direct assistance from IA.

Nature & Extent of work that can be
assigned to |As providing Direct Assistance

.

The E.A. shall not use IAs to The E.A. shall
provide direct assistance to . C_UPS'de_r making
perform procedures : significant judgements

The EA shall not use
then evaluate the an IA to provide direct
existence and assistance if:
significance of a  There are significant
threats (inc. inquiry threats to the

of IAs regarding objectivity of the

If not prohibited,

interest & IA; or in the audit:
also extends to relationships that b The IA lacks
component auditors may create threat) to Sifficient Where significant amount of
h objectivity and the competence to judgement is involved relating to: 1. Relating to higher
assessed ROMM where
) level of competence perform the the judgement required is
{address this in communica- ; Of IAs. proposed work. more than limited.

ition to component auditor: 1. Evaluation 2. PIanmrTg &
b ’ of the AE performing *
Factors to be considered in evaluating existence and significance of gathered. relevant AP

2. Relating to work which is
reported to MGT or TCWG
3. Assesseding ROMM by IAF

Ny 3. Relating to decisions the

gl E.A. makes in accordance
significance of threats with SA .

Review of the work Performed by IAs

The EA shall DSR the work performed by IAs on the engagement in
accordance with SA 220. In doing so:

| threats to the objectivity of IA:

[ The extent to which IAF’s
organizational status and relevant
P&Ps support the objectivity of IAs.
Family and personal relationships
with the entity to which the work
relates.

Association with the division
or department in the entity to
which the work relates.
Significant financial interests
in the entity other than
remuneration.

T I
:

‘,‘. . 50
o\

eee |
\

o o

The review procedures shall
include the EA checking back to
the underlying audit evidence
for some of the work
performed by the IAs.

In determining the NTE of
DSR - Recognize that the IAs
are not independent of the
entity; and

CA FINAL AUDIT BY CA ST
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SA 620: Using the work of an Auditor’s Expert (A-Ex)

first attempt success tutorials

1. Deals with auditor’s responsibilities regarding-
use of work in a field of expertise other than a/cing
or auditing.
2. Non-Applicability
» ET member having expertise in a/cing or auditing.
» Using the work of MGT expert (SA 500).

O arr——

- v

An individual or Whose work is
organization used by the auditor

Possessing exper-
tise in a field other
than accounting/
| auditing |

v v

Internal Expert
(partner/staff-of audi-
tor’s firm network firm)

To assist auditor in
obtaining SAAE

External Expert

v v v v

possessing

An experties in wh&set\glcﬁ ;%a:SiiS.:
Individual 3 field other '?5 usaed g prepayring
orOrg.  than a/cing/ entit Y the FS.

auditing Y

Examples where auditor can use Expert’s work

The valuation of complex financial instruments,
land and buildings, plant and machinery, etc.

The actuarial calculation of liabilities.
The analysis of complex or unusual tax
compliance

Interpretations of contracts, L&R.

Whether to use the work
of an A-Ex; and

To
determine: Whether that work is
adequate for the auditor’s
purposes.
The Auditor’s Responsibility for
Audit Opinion
A7 v v
Auditor has i When work of A-Ex
sole respon- Res;z::ﬂi)lhty is adequate for
sibility for the reduced by auditor - Accept
audit opinion use of work expert’s findings
expressed. of an A-Ex. or conclusions as
appropriate AE.

@ Determining the need for an A-Ex

An A-Ex may be needed to assist the auditor in one
or more of the following:

¢ Obtaining an understanding of the entity and its
environment, inc IC.

* |dentifying & assessing the ROMM

e Determining and implementing overall responses
to assessed risk at FS level.

¢ Designing and performing FAP to response to
assessed risk at assertion level, comprising ToCs
or SP

¢ Evaluating the sufficiency & appropriateness of
AE obtained in forming an opinion on FS.

A. Considerations when deciding whether to use an A-Ex may

include:

e Whether MGT has used MGT’s expert.

¢ Nature & significance of the matter including its complexity
¢ ROMM in the matter

¢ Expected nature of procedures to respond to identified risks.
* Availiability of alternative sources of AE.

B. Factors Influencing the Auditor’s Decision W.R.T. use of A-Ex when
MGT had used A MGT’s Expert

i. The {MGT expert’s| competence and capabiliﬁes. .

ii. The nature, scope and objectives of the( MGT’s expert’s Jwork.

iii. Whether the (MGT's expert| is subject to technical performance standards or other
professional or industry requirements.

iv. Whether the MGT’s expert is employed by the \fentity‘], oris a party engaged by it to
provide relevant services. ‘ )

v. The extent to which [entity] can exercise control or influence over the work of the
MGT's expert.

vi. Any controls within the (entity | over the MGT expert’s work.

B. Factors suggesting need for different or more
extensive procedures
e The work of A-Ex relates to a significant matter

A. Depend on circum-
stances affected by:
Nature of the matter

« ROMM that involves subjective and complex judgments.

« Significance of expert’s ¢ The auditor has not previously used the work
work of A-Ex, and has no prior knowledge of that

¢ Auditor’s knowledge & expert’s competence, capabilities and objectivity.
experience with previ- e The A-Ex is performing procedures that are

ous work performed.
Whether the expert is
subject to the auditors
firm’s QCPP.

integral to the audit, rather than being consulted
to provide advice on an individual matter.

¢ The expert is an auditor’s external expert and is
not, therefore, subject to the firm’s QCPP.

Competence- Nature & level of expertise of the A-Ex.

Auditor to evaluate CCO of A-Ex.

Capability- Ability of A-Ex to exercise that competence
in the circumstances of engagement.

and inquire on interests and
relationship creating objectivity
threats.

Competence, Capabilities and
Objectivity (CCO) of the A-Ex |

Objectivity- Related to the possible effects of bias, conflict of
interest or influence of other may have on the professional
or business judgment of the A-Ex.
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@ Other Matters-Relevant to evaluate of A-Ex
1] 1

Unexpected

Relevance Expert’s eventy
of his skill to competence Re-evaluate Changes in
concerned mat- w.rt relevant CCO during condition
terand areas Jl a/cing & auditing audit, if any
of speciality requirements Based on
audit evidence
obtained.

o Evaluating the Objectivity of the Expert

When evaluating the objectivity of an auditor’s external

expert, it may be relevant to:

(a) Inquire entity about any known interests or relationships that
entity has with auditor’s external expert that may affect that
expert’s objectivity.

Discuss with that expert any applicable safeguards, including any
professional requirements that apply to that expert; and
Evaluate whether the safeguards are adequate to reduce threats
to an acceptable level. Interests and relationships that may be
relevant to discuss with the A-Ex include:

¢ Financial interests.

e Business and personal relationships.

e Provision of other services by the expert

.

(b)
(c)

Agreement with A-Ex

e

CHAPTER 3: AUDIT PLANNING, STRATEGY AND EXECUTION

1
—}I NSO of expert’s work

2
—}I Roles & responsibilities of auditor & A-Ex

3
—»I NTE of communication including form of report

Confidentiality requirements to be observed
by A-Ex

K

Factors suggesting need for detailed and

written agreement with A-Ex

(a) The auditor has not previously used work
performed by that expert.

(b) The auditor’s expert will have access to sensitive
or confidential entity’s info.

(c) The respective roles or responsibilities of
the auditor and A-Ex are different from those
normally expected.

(d) Multi-jurisdictional legal or regulatory
requirements apply.

(e) The matter to which the A-Ex work relates is
highly complex.

(f) The greater the extent of the A-Ex work, and its
significance in the context of the audit.

Evaluating the Ade
Evaluate wi

@

Findings &

Conclusions Source Data

& Methods
(A&M)

Relevance,
completeness &|
accuracy of
source data
used.

Relevance, reason-
ableness of expert’s
findings or conclu-
sions & their consis-
tency with other AE

Relevance
&

reasonableness
of assumptions
& methods used.

Expert work not
adequate for Audit

Obtaining an under-
standing of the field

of expertise of A-Ex Purpose

Reference to A-Ex work
also relevant

in Auditor’s Report

In some cases, Obtain WR from external expert about any
1. Agree on N&E of further

interests or relationships with the entity.
I To enable the auditor I work to be performed by
¥ that expert.
To determine NSO of 2. Perform FAP as appropriate

No reference
required in case
of unmodified
opinion

If reference is made
such reference relevant
to an understanding of

modification

expert’s work for auditor’s
purposes, and

y

To evaluate adequacy
of work for auditor’s
purposes.

Y

(A) Findings & Conclusions:
Specific procedures to evaluate the adequacy of the A-Ex work:
¢ Inquiries of Auditor Expert's work.
¢ Reviewing the Auditor Expert's working papers and reports
¢ Corroborative procedure, such as-
(a) Observing the Auditor Expert's work;
(b) Examining published data, such as statistical reports from reputed &
authoritative sources;
(c) Confirming relevant matters with third parties;
(d) Performing detailed APs to see whether principles of materiality
aspects considered; and
(e) Re performing calculations
¢ Discussion with another expert with relevant expertise when, for
example, the findings or the conclusion of the Auditor Expert's are
not consistent with other AE.
¢ Discussing the Auditor Expert's report with MGT.

(B) Evaluation of significant assumptions and methods.
(Where A-Ex. work involves evaluating underlying assumptions &
methods, auditor to assess whether A&M are:)

¢ Generally accepted within the A-Ex field;

¢ Consistent with the requirements of the A-FRFW;

¢ Dependent on the use of specialised models; and

* Consistent with MGT, if not, reason, effects & differences.

Indicate in report- such
reference does not reduce
auditor’s responsibility
for that opinion.

Unless required
by L&R

CA FINAL AUDIT BY CA ST
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(C) Source Data Used by the Auditor’s Expert : Verify
Procedures to test source data-

¢ Verifying the origin of data

¢ ICs over the data & its transmission to the expert.

¢ Review data for completeness & internal consistency.
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= Jain— & = SA 520 : Analytical Procedures first attempt success ¢
Auditor shall design and perform AP near the end of audit — that assist the

auditor in — forming an overall conclusion as to whether the FS are consistent

with auditor’s understanding of the entity. N OTES

I Evaluate reliability of ¢
data. Consider source,
comparability, nature &

1. When
Designing and | AN 2. Analytical > Procedures that Assist when
Performing SAP Forming an Overall Conclusion

JEB) Determine the suitability
of particular SAP
for given assertions.

[ Benefits of overall conclusion drawn from such Analytical Procedures ]

relevance of available 7 ¥ 17 17

info & controls over 2. Assists 3. Result 4.Insuch

preparation. 1.Conclusions indrawing | | of APmay | circumstances, SA Tff\e AP g

drawn from identif 315 may require performe

I Develop an expectation reasonable identify ) X

of recosded ar:ounts A;e;ligzgld conclusions | | previously | auditor torevise

or ratios. Evaluate to verify onwhich | |unrecognised | assessment O,f in accordance

whether expectation is conclusions todbase ROMM ROMM & modify |- with mentioned

auditor’s
sufficiently precise formed opinion. FAP paragraph
to identify a during audit
f of individual May be similar to

misstatement. components those that would
XD Determine the amount or elements

of difference acceptable of FS. Be used as RAP

without further

investigation.

3. Investigati esults of An Pr

If APs performed in accordance with this SA 520 identify fluctuations or relationships
that are inconsistent with other relevant information or that differ from expected
values by a significant amount, the auditor shall investigate such differences by:

g Inquiring of MGT and obtaining appropriate audit AE to MGT’s responses; and

Performing other audit procedures as necessary in the circumstances.

The need to perform other audit procedures may arise when, for example, MGT
is unable to provide an explanation, or the explanation, together with the AE
obtained relevant to MGT's response, is not considered adequate.
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