Audit Short Notes - Chapter 8

Chapter 8 - Audit Report

SA?00 - Forming An Opinion And Reporting On
Financial Statements

l Objective
1
f T 1
To form an opinionon  and To express
the FSs clearly that
| opinion
based on conclusions |
drawn through a

| written report.

from the audit evidence
obtained;

FRF
f 1
General purpose Special Purpose
framework Framework
f . 1 [
A FRF designed to The FRF Designed to meet
meet the may be a Financial Information
common financial —— need of Specific Users
information fair ora
needs of awide |, .centation  compliance
range of users. framework framework.
Fair presentation framework ]
1
f T 1
Requires and Acknowledges
compliance [ - s
with the management may Or  MGT. may depart from a
requirements provide disclosures requirement of the
of the beyond those framework to achieve fair
framework

specifically required by presentation of the FSs.
the framework; |

Such departures are
expected to be necessary
only in extremely rare
circumstances.

Compliance Framework "

FRF that requires but does not contain the
compliance with the acknowledgements as in
requirements of the Fair presentation

framework, Framework

Extra reading
SA 800 - Special Considerations - Audits of FSs Prepared in Accordance with Special
Purpose Frameworks.

Example - Framework that does not comply with fundamental assumptions of
general purpose framework. For example FSs prepared using a cash basis. Such FSs
may be helpful for certain stakeholders that are interested in knowing the Liquidity
position of the entity like creditors.

Framework prepared according to taxation requlations ignoring normal accounting
norms. Many times tax requlations contradict accounting norms. If FSs are
prepared according to quidance provided by taxation authorities then it is a special
purpose FS based on special purpose framework

Language to be used in Audit report "

Fair Presentation Compliance
Framework Framework

| |
While expressing unmodified The accompanying FS are
opinion auditor shall use the prepared in all material
following respects in accordance
1 with AFRF

f 1
In our opinion, the In our opinion, the
accompanying FS present accompanying FSs give a true
fairly, in all material and fair view of State of affairs
respects in accordance In accordance with AFRF

with the AFRF or
l Requirements ]

1 1
Forming an Form of Auditor's Auditor's Report
Opinion on the Opinion Report prescribed by law or
FSs. regulation

Consistency and Flexibility in auditor reporting globally

® SA 100 promofes consistency in auditor reporting while allowing
flexibility for different jurisdictions

e Consistent reportingbased on SAs enhances credibility in global
markets by making audits conducted under global standards
easily identifiable.

e Some jurisdictions require additional information in audit
reports due to local requlations or practices.

e  Standardizedformat helps identify deviations \ike qualified

opinions or emphasis of matter paragraphs

Forming an Opinion on the FSs. "

1
1
CONCLUSION That conclusion shall

take into account

The auditor shall
form an opinion on
whether the FSs
are prepared, in all
material respects,
in accordance with
the AFRF

In order to form that opinion, the |
auditor shall conclude as to whether SA 330, whether
the auditor has obtained reasonable = SAAE has been obtained;
assurance about whether the FSs as |
a whole are free from MMS, whether SA 450, whether
dve to fraud or error. uncorrected

misstatements are
material, individvally or
in aggregate and

The evaluations as
required
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Evaluations by the Auditor 1'

L 1
FS are Specific When the FSs FSs

prepared as Evaluations by the are prepared in adequately
per AFRF Auditor accordance with refer to or
T a fair describe the
presentation applicable
Particular Evaluations in view framework financial
of requirement of AFRF T reporting
Qualitative Indicator of framework.
aspects of possible bias FSs adequately disclose See Next Chart
Accounting in AP the significant
practice Management accounting policies
Judgement selected and applied
e — accounting policies

Details to be covered ap | selected and applied are
separately consistent with the

AFRF and are appropriate

The accounting
estimates made by
management are
reasonable

AE

The information
presented in the FSs is
| relevant, reliable,
comparable, and

understandable

The FSs provide
adequate disclosures to
enable the intended
users to understand the
effect of material
transactions and events
on the information
conveyed in the FSs

The terminology used in
the FSs, including the
title of each FS, is
appropriate.

Qualitative Aspects of the Entity’s Accounting Practices
e Management uses judgmentin financial statements.
®  SA 260 quides auditors fo consider qualitative aspects of
accounting practices.
® In considering the qualitative aspects of the en’ri‘ry's accounting
practices, Auditors may defect possible management bias
e Lack of neutrality with uncorrected misstatements may cause
material misstatement
e Indicators of lack of neutrality include
o Selective correction of misstatements identified during
audit Example: Correcting errors that increase earnings.
but ignoring those that decrease them.
o Possible management bias in accounting estimates SA 540
deals with bias in accounting estimates.
® Indicators of bias are not misstatements themselves, but may
affect the auditor's evaluation of whether the financial
statements as a whole are free from material misstatement.

Logic of topic - we are required to check whether financial statements are prepared
as per AFRF, for that, we will definitely consider the amounts, but we are also
required to consider qualitative aspects of accounting as well as indicators of
possible bias in judgement of management.

fair presentation framework

whether the FSs achieve fair presentation.

When the FSs are prepared in accordance with a l‘

For this Auditor will consider the following
1

I T 1
The overall presentation, and Whether the FSs, including the
structure and content related notes, represent the
of the FSs; underlying transactions and
events in a manner that
achieves fair presentation.

“The auditor shall evaluate whether the financial statements are prepared,
in all material respects, in accordance with the requirements of the
applicable financial reporting framework. This evaluation shall include
consideration of the qualitative aspects of the entity’s accounting
practices, including indicators of possible bias in management’s
Jjudgements.” Discuss stating clearly qualitative aspects of the entity’s
accounting practices (ICAI Study Haterial - Test Your Knowledge)

An auditor is required fo make specific evaluations while forming an opinion
in an audit report.” State them.

(ICAI Study Material - Test Your Knowledge) (SA, Nov 2018, 5 marks)
(MTP2, Hay 2021, 4 marks) (MTP4, Nov 2021, 3 marks) (MTP1, May 2023, 4
marks)

Form of Opinion

Unmodified when the auditor concludes that the FSs are prepared,
opinion in all material respects, in accordance with the AFRF
If the auditor concludes that, based
SAAE Obatined on the audit evidence obtained, the
FSs as a whole are not free from MMS;
Modified Opinion Oor
Unable to is unable to obtain SAAE to conclude
obtain SAAE that the FSs as a whole are free from

MMS,

the auditor shall discuss
the matter with MGT
and,

Discuss

If FSs prepared

do not achieve

as per fa}r fair shall determine whether
presentation . A .
framework presentation, it is necessary to modify

the opinion in the
auvditor's report in
accordance with SA 705

Detemine

the auditor is not required to evaluate whether the FSs
achieve fair presentation.

When the FSs the auditor shall discuss

are prepared in However, if in Discuss the matter with MGT
accordance extremely rare and,
with a circumstances
compliance the auditor depending on how it is
framework, concludes resolved, shall determine
that such FSs Determine whether, and how, to

communicate it in the
auditor's report.

are misleading,

True - Factually correct information which
e conforms with accounting standards and relevant legislation, and
e agrees with the underlying records.

Fair - Clear, impartial and unbiased information
o which reflects the commercial substance of the transactions of the entity.

For example - Security amount received from customers is your liability and not
your income, if shown as income it is not clear, impartial and unbiased and therefore
it is not fair.
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Auditor’s Report

e The auditor’s report shall be in writing.

e This SA- 100 requires the use of specific headings, which are
infended to assist in making the auditor's report more
recognizable, where audit is conducted in accordance with the
relevant Standards on Auditing.

Auditor’s Report for Audits Conducted in Accordance with Standards

on Auditing
Title
Addressee

Auditor's Opinion
Basis for Opinion
Going Concern
Key Audit Matters
Other Information
Responsibilities for the FSs

Auditor's Responsibilities for the Audit of the FSs

Location of the description of the auditor's responsibilities
Other Reporting Responsibilities
Signature of the Auditor
Place of Signature

Date of the Auditor's Report

Elements of Audit Report

Title and Addressee

1
Title

|

A title that
clearly indicates
that it is the
report of an
independent
auditor.

1
Addressee
1

Addressed, as
appropriate,

LR or TOE may
specify

Normally addressed toﬂ

I
based on the
circumstance

s of the
engagement.

I
Law, regulation or
the terms of the
engagement may
specify

|
those for whom the
report is prepared,
|
often either to the
shareholders or to
TCWG.
|
In case of Partnership
will be addressed to
the Partners

Auditor's Opinion

first section

shall have the heading "Opinion."

Identify the entity whose
financial statements have
been audited;

Identify the entity

State that the FS have

FS Audited been audited;

Identify the title of each

Identify the title statement comprising the

e financial statements;
Opinion
section

shall: Refer to the notes,

including the summary of
significant accounting
policies; and

Refer to the notes

Specify the date of, or
period covered by, each
financial statement
comprising the financial
statements.

Date, Period

When the auditor expresses an unmodified opinion, it is not
appropriate to use phrases such as "“with the foregoing
explanation” or "subject to" in relation to the opinion, as
these suggest a conditional opinion or a weakening or
modification of opinion.

X

%‘ We have audited
the accompanying Standalone Financial Statements of
Reliance Industries Limited (“the Company"), which comprise the
& Balance sheet as at
@ March 31,20 , the Statement of Profit and <‘:

Loss, including the statement of Other Comprehensive Income,
the Cash Flow S in Equity

and the S 1t of Chang
for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies and
otherexplanatory information.

Basis for Opinion Section

directly following the Opinion section,

Heading "Basis for Opinion"

States that the audit was conducted in accordance
with SAs;

Refers to the section of the auditor's report that
describes the auditor's responsibilities under the

SAs;
Includes a statement that the
auditor is independent of the entity
Independence in accordance with the relevant
Content | And Ethical ethical requirements relating to the
Requirement audit
Statement
and has fulfilled the auditor's other
ethical responsibilities.
States whether the auditor believes
Whether that the audit evidence the auditor
SAAE has obtained is sufficient and
Obtained appropriate to provide a basis for
the auditor's opinion.
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Basis for Opinion

We conducted our audit of the Standalone Financial
Statements in accordance with the Standards on Auditing
specified under section 143(10) of the Act (SAs). Our
responsibilities under those Standards are further
described in the Auditor’s Responsibility for the Audit of
the Standalone Financial Statements section of our report.
We are independent of the Company in accordance with
the Code of Ethics issued by the Institute of Chartered
Accountants of India (ICAI) together with the ethical
requirements that are relevant to our audit of the
Standalone Financial Statements under the provisions

of the Act and the Rules made thereunder, and we have
fulfilled our other ethical responsibilities in accordance
with these requirements and the ICAI's Code of Ethics. We
believe that the audit evidence obtained by us is sufficient
and appropriate to provide a basis for our audit opinion on
the Standalone Financial Statements.

Going Concern
Where applicable, the auditor shall report in accordance with SA 570.

Key Audit Matters

e  The auditor shall communicate key audit matters in the auditor’s
report in accordance with SA 701

e KAM is to be communicated in case of Listed Entities or When
required by Law or requlation or When auditor decides to
communicate key audit matters in the auditor’s report.

Other Information
Where applicable, the auditor shall report in accordance with SA 320

Responsibilities for the FSs

The auditor’s report shall. include a section with a heading

“Responsibilities of Hanagement for the F3s."

This section of the auditor’s report shall describe Management's
responsibility for:
e Preparing the financial statementsin accordance with the AFRF,
e and for such infernal contfrol
© as management determines is necessary to enable the
preparation of FS that are free from material
misstatement, whether due to fraud or error;
® Assessing the
o entity's gbility to continue as a going concern and
o whether the useof the going concern basis of accounting is
appropriate
o aswell as disclosing, if applicable, matters relating to going
concern.

Over)sigh'l' of the financial reporting process. (Under Mgt. Respo

only

ThiZ section of the auditor’s report shall also identify

o those responsible for the oversight of the financial reporting
process,

e  when those responsible for such oversight are different from
Management.

In this case, the heading of this section shall also referto "TCWG" or
such ferm that is qppropria’re in the context of the LegaL framework
applicable to the entity.

Auditor’s Responsibilities for the Audit of the FSs

The auditor’s report shall include a section with the heading
“Auditor’s Responsibilities for the Audit of the FSs."This section of
the auditor’s report shall:

l State that the objectives of the auditor are to ]

I I 1
Obtain reasonable assurance and Issue an auditor's report
about whether the financial that includes the
statements as a whole are free auditor's opinion.
from material misstatement,
whether due to fraud or error

State that reasonable assurance “

I 1
is a high level of assurance, but is not a guarantee that an
audit conducted in accordance
with SAs will always detect a
material misstatement when it
exists

State that misstatements can arise from fraud or error

—

I 1

They are considered or Provide a definition or

material if description of
| materiality in
they could reasonably accordance with the AFRF
influence users'
economic decisions
based on the FSs; or

The Auditor’s Responsibilities for the Audit of the FSs section of the

auditor’s report shall further:

a. State that, the auditor exercises professional judgement and
maintains professional skepticism throughout the audit; and

b.  Describe an audit by stating that the auditor’s responsibilities
are:

i.  To identify and assess the risks of material
misstatement of the financial statements, whether due
Yo fraud or error; to design and perform audit
procedures responsive to those risks; and to obtain audit
evidence that is sufficient and appropriate to provide a
basis for the auditor’s opinion.

ii.  To obtain an understanding of infernal control relevant
to the audit in order to design audit procedures that are
appropriate in the circumstances.

iii.  To evaluafe the appropriafeness of accounting policies
used and the reasonableness of accounting estimates and
related disclosures made by management.

iv.  To conclude on the
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e appropriateness of management’s use of the
going concern basis of accounting ( based on
the audit evidence obtained), and

e whether a material uncertainty exists related
fo events or conditions that may cast
significant doubt on the entity’s ability to
continue as a going concern.

The Auditor’s Responsibilities for the Audit of the FSs section of the
auditor’s report also shall:
a. State that the auditor communicates with TCWG regarding,
among other matters,
o the planned scope and timing of the audit and
o significant audit findings,
o including any significant deficienciesin infernal control that
the auditor identifies during the audit;

b. For audits of FS of lisfed entities,
o State that the auditor provides
o TCWG
o with a statement that the auditor has compliedwith
relevant ethical requirements reqarding independence and
o communicate with them
m al relationships and
m  other maffersthat may reasonably be thought fo bear
on the auditor’s independence,
m  and where applicable, related safeguards; and

(Example of statement about independence - We are independent of the entity in
accordance with the ethical requirements in accordance with the requirements of
the Code of Ethics issued by ICAI and the ethical requirements as prescribed under
the Laws and regulations applicable to the entity.)

c. For audits of FS of listed entities and any other entities for
which key audit matters are communicated in accordance with SA
101,

o state that, fromthe matfers communicated with TCWG,

o the auditor determines those matters that were of most
signiffcance in the audit of the FSs of the current period
and are therefore the key audit matters.

o The auditor describes these matters in the auditor’s report
unless law or requlation precludes public disclosure.

Location of the description of the auditor's responsibilities for
the audit of the financial statements

1
Within the Body of the = Within an Appendix to Reference to a Website
Auditor's Report the Auditor's Report of an Appropriate
| Authority
directly within the main  In such case the main |
body of the auditor's  body of the report must where law, regulation or

report contain a clear reference  national auditing standards
to this appendix expressly permit the avditor
to do SO.

Other Reporting Responsibilities in the
Auditor's Report

1
eacing]

Report on Other

Reporting in addition or otherwise as

to the auditor's Legal and appropriate to
responsibilities under Regulatory the content of
SAs Requirements the section

Signature

The auditor’s report shall be signed The report is signed by the
auditor (i.e. the engagement partner) in his personal name. Where
the firm is appointed as the auditor, the report is signed in the
personal name of the auditor and in the name of the audit firm.

The partner/proprietor signing the audit report also needs to
mention the membership number assigned by the Institute of
Chartered Accountants of India.

They also include the registration number of the firm, wherever
applicable, as allotted by ICAI, in the audit reports

Place of Signature
The auditor’s repor1' shall name a specific location, which is ordinarily

the city where the audit reportis signed

Date
When should the auditor date the report?

Only after the auditor has obtained SAAE to form an opinion on the

financial statements (FSs) including evidence that:

a. Al the statements that comprise the FS, including the related
notes, have been prepared; and

b.  Those with the recognized authority have asserted that they
have faken responsibility for those FSs.

Why is the date important?

e It reflects that the auditor has considered the effect of all
known events and transactions up to that date.

e  The auditor’s responsibility for events and transactions after
the date of the auditor’s report is addressed in SA 560.

UDIN

It was noticed that financial documents/ certificates attested by third
person misrepresenting themselves as CA Members were misleading
the Authorities and Stakeholders.

Unique Document Identification Number.

Chartered Accountants having full-time Certificate of Practice can
register on UDIN Portal and generate UDIN by registering the
certificates attested/certified by them. Accordingly, an auditor is
required to mention the UDIN with respect to each audit report being
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signed by him, along with his membership number while signing an
audit report.

For XYZ & Co

Chartered Accountants
(Firm’s Registration No.)
Signature

(Name of the Member Signing the Audit Report)
(Designation )
(Membership No. XXXXX)

UDIN: 20037320AAAAAHT111

Auditor’s Report Prescribed by Law or Regulation

Sometimes, law or requlation may require the auditor to use a
specific format or wording in the audit report. In such cases, the
auditor can still say the audit was done as per Standards on Auditing
(SAs) ONLY IF the prescribed format includes some minimum
essential elements.

a. A ftitle.
b.  An addressee, as required by the circumstances of the
engagement.

c. An Opinion section containing an expression of opinion on the
financial statements and a reference to the applicable financial
reporting framework used fo prepare the financial statements.

. An identification of the entity’s FSs that have been audited.

e. A statement that the auditor is independent of the entity in
accordance with the relevant ethical requirements relating to
the audit, and has fulfilled the auditor’s other ethical
responsibilities in accordance with these requirements. The
statement shall refer to the Code of Ethics issued by ICAL

f. Where applicable, a section that addresses, and is not
inconsistent with, the reporting requirements relating fo going
concern as per SA 510 (Revised).

g. Where applicable, a Basis for Qualified (or Adverse) Opinion
section that addresses, and is not inconsistent with, the
reporting requirements relating to going concern as per SA 510
(Revised).

h.  Where applicable, a section that includes the information
required by SA 101, or additional information about the audit
that is prescribed by law or requlation and that addresses, and is
not inconsistent with, the reporting requirements in that SA.

i.  Adescription of management’s responsibilities for the
preparation of the FSs and an identification of those responsible
for the oversight of the financial reporting process that
addresses, and is not inconsistent with, the requirements as
contained in this SA 300.

Jj. Avreference to Standards on Auditing and the law or regulation,
and a description of the auditor’s responsibilities for an audit of
the FSs that addresses, and is not inconsistent with, the
requirements as contained in this SA 100.

k. The auditor’s signature.

L. The Place of signature.
m. The date of the auditor’s report.

This ensures that even if the law forces a specific format, the auditor must not
compromise on core SA principles. These elements protect the quality and
credibility of the audit report.

TELEGRAM. CHARTERED NUTES AUDB

Neeraj Arora | www.edu.org

Audit Short Notes |8.6


http://www.edu91.org

Audit Short Notes - Chapter 8

SA 05 - Modifications to the Opinion in the
Independent Auditor's Report

| Objective }
|

Express clearly an appropriately modified

opinion on the FSs that is necessary when
1

1
auditor is unable to obtain SAAE to
conclude that the FSs as a whole are
free from material misstatement.

I
SAAE obtained, that the
FSs as a whole are not
free from material
misstatement

Disclaimer of Opinion - Special Point
The auditor shall disclaim an opinion when,
® inexfremely rare circumstances involving multiple
uncertainties,
e the auditor concludes that,
notwithstanding having obtained SAAE regarding each of the
individual uncertainties,
e itis not possible to form an opinion on the FSs
O due to potential inferaction of the uncertainties and
o their possible cumulative effect on the FSs

Audit Baba & Co. gave a Disclaimer of Opinion for FutureX Ltd. as multiple
uncertainties—Litigation, receivables, and asset valuation—though supported by
SAAE individually, had unpredictable combined effects, making it impossible to
conclude on the financial statements.

Circumstances when a Modification to the
Auditor's Opinion is Required

1
The auditor is unable to obtain
sufficient appropriate audit
evidence to conclude may be due
to following reasons:

I
The auditor concludes that
based, on the audit evidence
obtained, the FSs as a whole are
not free from MMS, may be due

to following reasons:
L Limitations
Inappropriate —imposed by
management
_Accppntmg Circumstances
Policies, —beyond entity
application control &
_Zf:cscilﬁ\?sg Circumstances
Policies: related to
! —Nature and
or inadequate Timing of

—disclosures in auditor's work

FSs.

certain Limitations on scope of audit.

|
Request Management To Remove it
|
Management
Refuses -
|
Communicate to
TCWG &«
|
Determine the possibility of
performing alternative
procedures to obtain SAAE
|
Unable to obtain SAAE @
|
Determine Possible

effect on FSs
1

Auditor Accepted the Engagement, Management Imposes ’I

I
Material BUT NOT
PERVASIVE f 1
| Resign - if Possible Not Possible
Qualified Opinion |
Communicate to TWG
and Issue a Disclaimer
Opinion

Form and Content of the Auditor’s Report when the Opinion is
modified
Use heading “Qualified Opinion,” “Adverse Opinion,” or “Disclaimer of
Opinion” when modifying the audit opinion.
When opinion is modified, auditor shall:
e Amend “Basis for Opinion” heading to:
o “Basis for Qualified Opinion,”
o “Basis for Adverse Opinion,” or
o “Basis for Disclaimer of Opinion,” as appropriate.
® Include description of the matter causing the modification in

1
Material & PERVASIVE
1

this section.
Language to be Used
| Qualified Opinion
I . 1
Due to MMS Due to an inability to

| obtain SAAE,
except for the effects of |
the matter (s) described in “except for the possible
the Basis for Qualified effects of the matter(S) in
Opinion section the Basis for Qualified Opinion
section

~— —— _

Framework

/“""‘/\

fair presentation compliance framework
framework |
| the accompanying FSs have
the accompanying FSs present been prepared, in all material
fairly, in all material respects (or respects, in accordance with (
give a true and fair view in the applicable FRF).
accordance with applicable FRF).
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| —

l Adverse Opinion

state that,
|
because of the significance of the matters
described in the Basis for Adverse Opinion

section
[]

I 1
Fair Presentation Compliance Framework
Framework |
| the Accompanying FSs have not
accompanying FSs do not been prepared, in all material
present fairly (or give a true and respect in accordance with (the
fair view of) in accordance with applicable FRF).
the applicable FRF

l Disclaimer

1
No Opinion Not been able to obtain |||Amend the statement in
SAAE the Opinion Section,

State that the auditor | |
does not express an State that, because of  which indicates that the
opinion on the FSs; the significance of the FSs have been audited,
matter (s) described, in |
the Basis for Disclaimer to state that the
of pinion section, the auditor was engaged to
auditor has not been audit the FSs.
able to obtain SAAE to
provide a basis for an
audit opinion on the FSs;
and

Considerations When Auditor Disclaims an Opinion on the FSs.
Unless required by law or regulation, when the auditor disclaims an
opinion on the FSs, the auditor’s report shall not include a Key Audit
Matters section in accordance with SA 101.

WHY?

Communication of any key audit matters other than the matter(s)

giving rise to the disclaimer of opinion

e may suggest that the FSs as a whole are more credible than
would be appropriate in the circumstances,

e and would be inconsistent with the disclaimer of opinion on the
FSs as a whole.

Communication with TCWG

When the auditor expects to modify the opinion in the auditor’s
report, the auditor shall communicate with TCWG the circumstances
that led to the expected modification and the wording of the
modification.

Description of Auditor’s Responsibilities

When the auditor disclaims an opinion on the FSs due to an inability
to obtain sufficient appropriate audit evidence, the auditor shall
amend the description of the auditor’s responsibilities required by
SA 100 to include only the following

a. A statement that the auditor’s responsibility is to conduct an
audit of the entity’s FSs in accordance with Standards on
Auditing and to issue an auditor’s report;

b. A statement that, however, because of the matter(s) described

in the Basis for Disclaimer of Opinion section, the auditor was
not able fo obtain sufficient appropriate audit evidence fo

provide a basis for an audit opinion on the FSs; and
c. The statement about auditor independence and other ethical
responsibilities required by SA 100

(Example of statement about independence - We are independent of the entity in
accordance with the ethical requirements in accordance with the requirements of
the Code of Ethics issued by ICAl and the ethical requirements as prescribed under
the laws and requlations applicable to the entity.)

Material Misstatements and Modifications fo the Auditor's Opinion
1. Material misstatement related fo specific amounts in financial
statements
o Auditor shall include a description and quantification of
the financial effects in the Basis for Opinion section
o If quantification is impracticable, state so in this section
2. Material misstatement related to narrative disclosures
o Auditor shall include an explanation of how the
disclosures are misstated in the Basis for Opinion
section
3. Material misstatement due fo non-disclosure of required
information
o Discuss the non-disclosure with those charged with
governance
o Describe the nature of the omitted information in the
Basis for Opinion section
o Include the omitted disclosures if practicable and
sufficient appropriate audit evidence is obtained, unless
prohibited by Law or requlation
4. Modification resulting from inability to obtain sufficient
appropriate audit evidence
o Auditor shall include the reasons for that inability in the
Basis for Opinion section
5. Qualified or adverse opinion
o Amend the statement about the sufficiency and
appropriafeness of audit evidence in SA 100 (Revised) to
include “qualified” or “adverse”
6. Disclaimer of opinion
o Audifor's report shall not include:
m  Reference to the auditor's responsibilities section
m  Statement about the sufficiency and
appropriateness of audit evidence
1. Describing other matters requiring modification
o Even if an adverse opinion or disclaimer is expressed,
describe reasons for any other matters that would have
required a modification and their effects in the Basis for

Opinion section
Examples
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An auditor finds inventory overstated by #3.35 crore. In the Basis for Opinion Material but Not Material and Pervasive

section, they write: “The company's inventory is overstated by € 3,35 crore. This Pervasive

overstatement materially inflates current assets and net income for the year ended

March 31, 2025. FSs Are materially misstated | Qualified opinion Adverse opinion

The company recorded fixed asset additions in FY 2024-25 without proper

documenli)'aa'ﬁ);n distinguishing capital from revenue expenditure; dfe fzemissing :lnabll.ﬁy o obtain sufficient Gualsfied opinion Disclaimer of opinion
ppropriate audit evidence

vouchers and inadequate records, quantification of this material misstatement is

impracticable.

The company describes a GST Liability as “fully settled” when evidence indicates
otherwise. The auditor writes: “The disclosure in Note 8 regarding GST compliance
mischaracterizes the company's tax position. GST audit records indicate ¥82 lakh of
unpaid tax Liability for FY 2024-25 that remains unresolved with fax authorities.”

The company fails to disclose related party fransactions. The auditor writes: “The
financial statements fail to disclose that 35% of revenue (¥4.2 crore) comes from
companies owned by directors’ relatives, as required by Section 188 of the
Companies Act, 2013 and AS-18."

"We were unable to obtain sufficient appropriate audit evidence regarding fixed
assets valued at ¥6.8 crore because records were damaged during the Mumbai
flooding in July 2024, and alternative procedures were insufficient to verify
existence and valuation of these assets.”

"We believe that the audit evidence we have obtained is sufficient and appropriate fo
provide a basis for our qualified opinion.”

“In addition to the inventory valuation issue that resulted in our adverse opinion, we
also identified that the company failed to disclose related party transactions worth
¥1.2 crore and improperly capitalized 95 lakh of revenue expenditure. These
matters would have required modification had we not already expressed an adverse
opinion on the financial statements for the year ended March 31, 2025."

Which type of opinion is appropriate?
The decision regarding which type of modified opinion is appropriate
depends upon:
e Nature of the matter giving rise to the modification,
o What went wrong: misstatement or Lack of evidence. and
e The auditor’s judgement about the pervasiveness of the effects
or possible effects of the matter on FS.

CA. S, while conducting audit of an entity is facing the following issues: -
i) He has not been provided with necessary support for attending

inventory count process of entity as at year end.

i) Accounts Manager is not providing him present addresses of
customers as well as suppliers for sending external confirmations.
Even mail ids have not been provided on the pretext of business
confidentiality.

iii)  Hewas not able to verify revenues of entity due to lack of complete
details.

iv)  He has been asking for bills on a sample basis for the purpose of
verifying expenses, but staff has been making lame excuses.

The matter was brought to knowledge of higher management, but of no

avail. The auditor, CA S has come to the conclusion that the possible effects

on the financial statements of undetected misstatements would be material

and affecting many aspects of financial statements and in such a case, a

qualification of the opinion would be inadequate fo communicate the gravity

of the situation. How should the auditor proceed in such a situation? (RTP,

May 2024, NA)

Misc.

Nature of Matter Giving Rise to Auditor's Judgment about the Pervasiveness of
the Modification the Effects or Possible Effects on the FSs
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SA 101 - Communicating Key Audit Matters in
the Independent Auditor’s Report

I 1
Scope Objective of auditor
| —L—

auditor's responsibility to Determine Communicate
communicate KAM in the | |
auditor's report. KAM those matters by

| describing them in
what to communicate in the auditor's the auditor's report.
report and the form and content of such

communication.

Key Audit Matters |
1

I
Those matters that, Selected from
| |
in the auditor's matters communicated
professional judgement, with TCWG.

were of most significance

in the audit of the FSs
of the current period.

=

I
Communicative

1 1 1
Additional Assist User in Basis to
Valve information Understanding further
| | the Entity engage
Enhance the Communicating key | |
communicative value audit matters Assist intended provide intended
of the auditor's provides additional users in users a basis to

report by information to
| intended users of the
providing greater FSs to assist them in

understanding

further engage
the entity and

with management

areas of and TCWG about
transparency about understanding those significant |
the audit that was matters. management certain matters
performed. judgement in the relating to the
audited FSs. entity, the audited
FSs, or the audit
that was performed.
Applicability - This SA applies to "
1
1 1 1 1
Listed Auditor Requirement Restriction
Entities Decides of LR Under SA 705
| | |
audits of circumstances when the auditor is SA 705 Prohibits
complete sets  when the auditor required by law or auditors from
of general decides to regulation to communicating KAM
purpose FSs of communicate communicate KAM in if they disclaim an
listed entities KAM in the the auditor's report. opinion on the FS,
and auditor's report. unless required by
L/R
I 1
The auditor shall In making this
determine KAM determination, the
| avditor shall take into
from the matters account the following
communicated with I i 1
TCWG, [HiGH ROMM]] [JUDGEMENT]| |EFFECT]|
|

those matters that Areas of High areas in the FSs that The effect on

required significant

: ican ROMM, or involved significant the audit of
auditor attentionin  gignificant risks management significant
performing the audit.  igentified in judgement, including events or

accordance with accounting estimates transactions

SA 315. that have been that occurred

identified as having
high estimation
uncertainty.

during the
period.

Communicating Key Audit Matters

APPROPRIATE subheading

describe each using an
key audit appropriate
matter, subheading
The auditor shall

in a separate section of the auditor's
report under the heading "Key Audit
Matters".

INTRODUCTORY LANGUAGE

Key audit matters are
those matters

KAM professional judgement,
were of most significance
in the audit of the FSS.
The
mtroductqry These matters were
language in

addressed in the context
of the audit of the FSs as
a whole, and in forming the
auditor's opinion thereon,
and

this section of
the auditor's
report shall
state that:

ADDRESSED

the auditor does not
provide a separate opinion
on these matters.

NO SEPARATE
OPINION

Communicating Key
Audit Mattersnot a
substitute for

1 1 1
DISCLOSURES MODIFIED SA 570 A separate
IN FS OPINION REPORTING opinion on
T T T individual
disclosures in the auditor for reporting matters.
FSs that the AFRF expressing an in accordance
requires modified with SA 570
management to opinion in |
make, or accordance when a material
| with SA 705 uncertainty exists
that are otherwise relating to events or
necessary to achieve fair conditions that may
presentation; cast significant doubt
on an entity's ability to
continve as a going
concern; or
Circumstances in which KAM is Not
Communicated in the Auditor's Report
1
r 1
L/R Prohibits RARE - ADVERSE
| CONSEQUENCE >
Law or regulation BENEFITS
precludes public r L !
disclosure about the In extremely rare Not Applicable

matter; or circumstances, the |

auditor determines that if the entity has
the matter should not publicly disclosed
be communicated in the information

auditor's report about the matter.
|
because the adverse
consequences of doing so
would outweigh the public
interest benefits of such
communication.

Communication with Those Charged with Governance
The auditor shall communicate with TCWG

e Those matters the auditor has determined to be the KAM; or

® If applicable, depending on the facts and circumstances of the
entity and the audit, the auditor's determination that there are
no KAMs to communicate in the auditor's report.
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SA 306 Emphasis of matter paragraphs & other
matter paragraphs in the independent auditor's

report

| Objective of the auditor "

Draw user attention How
|
when in the
auditor's
judgement it
is necessary

by way of clear additional
communication in the auditor's
report, to:
1

) 1
to do SO, A matter appropriately  Any other matter that
presented or disclosed in is relevant to users'
the FSs, that is of such understanding of the
importance that it is audit, the auditor's
fundamental to users' responsibilities or the
understanding of the FSs; auditor's report.
or
Emphasis of Matter paragraph
Definition

A paragraph included in the auditor’s report that refers to a matter
appropriately presented or disclosed in the financial statements
that, in the auditor’s judgment, is of such importance that it is
fundamental to users” understanding of the financial statements.

When to include EOM Paragraph
in Audit report?

When the auvditor
considers it necessary

presented or disclosed in the FS

Which is fundamental to users'
understanding of the FS

Provided that When SA 70| applies, the
matter communicated in EOM para has not
been determined to be a key audit matter
to be communicated in the auditor's report.

No duplication allowed: A matter cannot appear in both EOM and KAM sections. If the
matter qualifies as a KA, it must be reported under KAM, not EOHM.

to draw users' attention
to a matter

Considerations fo be taken care of by the statutory auditor when the
EOM paragraph is included in the auditor s report.

| Separate section for Emphasis of Matter paragraph

—

When the auditor includes an EOM paragraph in the
auditor's report, the auditor shall
|

Include the paragraph within a separate section
1

I T
Include in the

with an
appropriate paragraph a auditor's opinion is
heading that not modified in
includes the term clear to where respect of the
"Emphasis of reference relevant matter emphasized.
Matter | disclosures

to the matter |
being that fully describe
emphasized and the matter can be
found in the FSs.
Examples of circumstances where the auditor may consider it
necessary to include an Emphasis of Matter paragraph

e Anuncertainty relating fo the future outcome of an exceptional
litigation or requlatory action.

1
Indicate that the

e A signiﬁcan‘l‘ subsequen’r event that occurs between the date of

the financial statements and the date of the auditor’s repor*l'.

e Early qppticqﬂon (where permiH’ed) of a new accounﬁng

standard that has a material effect on the financial statements.

e A major catastrophe that has had, or continues to have, a

significant effect on the en’ri’ry's financial position.

An Emphasis of Matter paragraph is not a
substitute for:

1
Disclosures in
the FSs as
required by AFRF

1
Reporting in
accordance with
SA 570
|
when a material
uncertainty exists relating
to events or conditions
that may cast significant
doubt on an entity's ability
to continue as a going
concern.

I
A modified
opinion

Other Matter Paragraph

Other Matter paragraph Definition

A paragraph included in the auditor’s report that refers to a matter
other than those presented or disclosed in the financial statements
that, in the auditor’s judgment, is relevant to users’ understanding
of the audit, the auditor’s responsibilities or the auditor’s report

When to include Other Matter Paragraphs in the
Auditor's Report

I 1 1 1
When the other than those This is not When SA 70l applies,

auditor that are presented prohibited by the matter has not

considers it or disclosed in the law or regulation been determined to
necessary to financial be a key audit
communicate a statements matter to be

communicated in the
auditor's report.

matter |
that is relevant to
users'
understanding

|
of the audit, the
responsibilities or
the auditor's report,

Separate section for Other Matter paragraph

When the auditor includes an Other Matter paragraph in the auditor’s
report, the auditor shall include the paragraph within a separafe
section with the heading “Other Matter,” or other appropriate
heading.

Communication with TCWG

If the auditor expects to include an Emphasis of Matter or an Other
Matter paragraph in the auditor’s report, the auditor shall
communicate with TCWG reqarding this expectation and the wording
of this paragraph.

Pure Services Limited is into Litigation relating to some legal action
initiated by the industry regulator. The matter has reached the
Jurisdictional High Court. Keeping in view uncertainty related to the future
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outcome of the matter, the statutory auditor of the company has decided to
include the Emphasis of Matter (EOM) Paragraph in the auditor's report.

i) Briefly discuss the considerations to be taken care of by the
statutory auditor when the EOM paragraph is included in the
auditor s report.

ii)  State any two examples of circumstances where the auditor
may consider it necessary to include an EOM paragraph.
(MTP2, Sep 2024, 5 Marks)
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SA 110 Comparative Information -
Corresponding Figures And Comparative FSs
Scope

Deals with the auditor's responsibilities regarding comparative
information in an audit of FSs.

| Objective ]

The objectives of the auditor are
1

I 1

To obtain SAAE , To report in accordance
| with the auditor's reporting

about responsibilities.
|
whether the comparative information
included in the FSs has been
presented, in all material respects
|
in accordance with the
requirements for
comparative information
in the AFRF

Definitions

Comparative information

e The amountsand disclosures
o included in the FSs

e in respect of one or more prior periods
o in accordance with the AFRF

Corresponding figures

Comparative information where amounts and other disclosures

e for the prior periodare included as an infegral part of the
current period FSs, and

e are jntended+to be read onlyin relation to the amounts and
other disclosures relating to the current period .

Comparative FSs

Comparative information where amountsand other disclosures

e for the prior periodare included for comparison with the FSs of
the current period

e but, if audited, are referred to in the auditor’s opinion.

The nature of the comparative information that is presented in an
en’ri’ry's financial statements depends on the requirements of the
applicable financial reporting framework

Difference between Corresponding Figures and Comparative FS from

reporting point of view.

® When corresponding figures are presented, the auditor’s opinion
shall notrefer fo the corresponding figures other than in
exceptional cases.

e When comparative FSs are presented, the auditor’s opinion shall
refer to each periodfor which FSs are presented and on which an
audit opinion is expressed.

Audit Procedures
Comparative Information Included and Appropriately Classified.
The auditor shall determine
o whether the FSs jnclude the comparative information required
by the AFRF and
o whether such information is appropriately classified For this
purpose, the auditor shall evaluate whether
o The comparative information agreeswith the amounts
and other disclosures presentedin the prior period and
o The accounting policies reflected in the comparative
information are consistent with those applied in the
current period or,
m if there have been changesin accounting
policies,
e whether those changes have been
o properly accountedfor and
adequately presentedand
disclosed
(Summary - Cl Included and Apt Classifed - Evaluate - C/ agree with
Amount & Disclosure of Prior Period and AP of PP consistent with
CP, if not, cha)nges properly A P
b_______.

Possible material misstatement in the comparative information.

If the auditor becomes aware of a possible material misstatement in

the comparative information while performing the current period

audit,

e the auditor shall perform such additional audit procedures as are
necessary in the circumstances fo obtain SAAE to determine
whether a material misstatement exists.

e If the auditor had audited the prior period's FSs, the auditor shall
also follow the relevant requirements of SA 560

(Summary - Become aware of Poss MMS in Cl, AAP SAAE, MMS Exist?
/ Also follow requirement of SA 560 SE)

Written Representation

In the case of comparative FSs,

e The written representations are requested for M
referred to in the auditor’s opinion because management needs
fo re-affirm that the written representations it previously made
with respect to the prior period remain appropriate.

In the case of corresponding figures

e The written representations are requested for the FSs of the
current period only because the auditor’s opinion is on those

FSs, which include the corresponding figures.
In short - Auditor shall request WR for all periods referred to in
the auditor s opinion.

The auditor may request a specific written representation reqarding
any prior period ifem that is separately disclosed in the current

year's FS.
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(CFS- All Period ref in opinion, to reaffirm , WR appropriate, CF - CP
only, may request for any PPI disclosed)

Audit Reporting
Corresponding Figures
Reference to corresponding figures

Audit gpinion notto referto corresponding figures EXCEPT

| Exception |

I
Auditor's report on prior and the subject of modification
period FS was modified is still unresolved

N—— -
——

Modify current audit
report also.

| —

How to Modify the Current Report ]

I 1
effects or possible effects of Other cases - matter affects
the matter on the current only prior period (not current)
period's figures are material |
| Still modify the opinion.
In Basis for Modification |
paragraph Explain that comparability
| is impacted.
Mention both current and
corresponding figures.

| Exception 2 ]

Audit evidence that a material misstatement
exists in the prior period FSs on which an
unmodified opinion has been previously issued

How to Modify the Current Report
|

Auditor shall verify whether the misstatement has been dealt
with as required under the applicable financial reporting
framework

|
No?
|
current auditor's report must be modified
(either Qualified or Adverse) - with respect
to the prior period figures shown as
corresponding figures in current FS.

Prior Period FSs Not Audited (Exception 3)

If the prior period FSs were not audited,

e the auditor shall state in an Other Matter paragraphin the
auditor’s report that the corresponding figures are unaudited.

e Such a statement does not, however, relieve the auditor of the
requirement to obtain SAAE that the opening balances do not
contain misstatements that materially affect the current
period's FSs.

| Prior Period FSs Audited by a Predecessor Auditor "
|

Check If the auditor Is allowed by law/regulation to refer to the
predecessor's report
|
Yes?
|
He Decides to refer ?

Yes?

include an Other Matter Paragraph stating
1

T T T 1
The prior The type of If modified, The date of

period FSs opinion mention the the
were audited  expressed (e.g., reason for predecessor
by a unmodified, modification. auditor's
predecessor qualified, etc.). report.
auditor
Comparative FSs
Reference to each period

When comparative FSs are presented,

e the auditor’s opinion shall

o refer to each periodfor which FSs are presented and on which an
audit opinion is expressed.

ABC Ltd presents FSs for FY 2024 and FY 2023. You audited both periods. Your audit
report must include a separate opinion for FY 2024 and FY 2023, clearly mentioning
each.

Opinion on Prior Period FS differs from previous opinion.

If the auditor’s opinion on such prior period FSs differs from the
opinion the audifor previously expressed, the auditor shall disclose
the substantive reasons for the different opinion in an Other Hattfer
paragraphin accordance with SA 106.

You audited FY 2023 and gave an unmodified opinion last year.This year, during the
FY 2024 qudit, you found a material error in FY 2023. You now give a qualified opinion
on FY 2023 in the current audit report and add an Other Matter paragraph
explaining the change and its reason.

Prior Period FSs Audited by a Predecessor Auditor

Auditor must add an Other Matter paragraph stating:

a. FSs of the prior period were audited by a predecessor auditor.

b.  Type of opinion expressed earlier and, if modified, reasons for
modification. and

c. Date of predecessor auditor’s report.

If the auditor now finds a material misstatement in prior FSs (earlier

reported as unmodified) the auditor shall. communicate the

misstatement with the gppropriafe level of managementand TCWG

and request that the predecessor auditor be informed.

If the prior period FSs are amended and the predecessor auditor
agrees to issue a newauditor’s reporton the amended FSs of the
prior period, the auditor shall report only on the current period.

Prior Period FSs Not Audited
Add an Other Matter paragraph stating that the comparative FSs are
unaudited. Such a statement does not, however, relieve the auditor of the

requirement to obtain SAAE that the opening balances do not contain
misstatements that materially affect the current period's FSs.

TELEGRAM. CHARTERED NUTES AUDB

Neeraj Arora | www.edu.org

Audit Short Notes | 8.4


http://www.edu91.org

Audit Short Notes - Chapter 8

SA 299 - Joint Audit of FS

Joint Audit

e Joint Audit Definition - Appointment of multiple
firms/individuals as Statutory Auditors to combine expertise and
resources for the audit.

e SA 299 "Joint Audit of Financial Statements” - Outlines
professional responsibilities and quidelines for auditors in a
joint audit scenario.

Advantages

In specific terms the advantages that flow may be the following:

o  Sharing of experfise.

Advantage of mutual consultation.

Lower workload

Better quality of performance.

Improved service to the client.

In respect of multinational companies, the work can be spread
using the expertise of the local firms which are in a better
position fo deal with detailed work and the Local Laws and
requlations.

Lower staff development costs.

Lower costs+to carry out the work.

A sense of healthy compefition towards a better performance.

Disadvantages

The general disadvantages may be the following:

e The feesbeing shared

®  Psychological problem where firms of different standing are
associated in the joint audit.

General superiority complex of some auditors.

Problems of co-ordination of the work.

Areas of work of common concernbeing neglected
Uncertainty about the liability for the work done.

Audit Planning, Risk Assessment and Allocation of Work

Involvement of EP and Key Engagement Team Members

The engagement partner and other key members of the engagement
team from each of the joint auditors shall. be involved in planning the
audit.

Establishment of Audit Strateqy

The joint auditors shall jointly establishan overall audit strategy
that sets the scope, fiming and direction of the audit, and that quides

the development of the audit plan.

Development of Audit Plan

Prior to the commencement of the audit, the joint auditors shall

discuss and develop a joint audit plan. In developing the joint audit

plan, the joint auditors shall

a. Identify audit area division and common areas among joint
auditors to define each joint auditor’s scope.

b. Ascertain engagemenfs reporting objectives to plan audit
timing and required communications.

c. Consider and communicate significant facforsamongjoin’r
auditors that quide the engagement team's efforts.

d. Consider results of preliminary engagement activities and
relevance of knowledge gained on previous similar engagements
by respective engagement pqr‘l‘ner(s).

e. Ascertain the nature, fiming and extent of resources necessary
to perform the engagement.

Assessment of ROMM

Each joint auditor should consider, assess, and communicate risks of
material misstatement to others; documentwhether risks pertain to
overall FSs or specific audit areas.

Audit Procedures

Joint auditors should discuss, document, and communicate the
nature, timing, and extent of audit procedures for common and
specific audit areas to TCWG.

Engagement and MGMT Representation Letter
Joint auditors should obtain a common engagement letter and a

common management representation Letter.
Allocation of Work

Post work identification and allocation among joint auditors, the work
allocation document should be signed by all joint auditors and
communicated to TCWG.

Responsibility and Co-ordination among Joint Auditors

In respect of audit work divided among the joint auditors, each joint
auditor shall be responsible only for the work allocated to such joint
auditor including proper execution of the audit procedures All the
joint auditors shall be joinfly and severally responsible for

e the audit work which is not divided among the joint auditors and

is carried out by all joint auditors; (Example: If the assessment of
going concern status isn't divided among auditors A, B, and C, all three
must review it together and all three are fully responsible for any
errors in this assessment.)

® decisions taken by all the joint auditors under audit planning in
respect of common audit areas concerning the nature, fiming
and extent of the audit procedures to be performed by each of
the joint auditors. (If auditors A, B, and C jointly decide to use a 5%
materiality threshold for the entire audit, all three are responsible for

any consequences of this decision, even in areas individually assigned
fo just one auditor.)

e matters which are brought fo the notice of the joint auditors by
any one of them and on which there is an agreement among the

joint auditors; (Auditor A raises a concern about related party
transactions; if all agree on treatment, all are responsible for it)
e examining that the FSs of the entity comply with the

requirements of the relevant statutes; (If the Companies Act

TELEGRAM. CHARTERED NUTES AUDB

Neeraj Arora | www.edu.org

Audit Short Notes |8.15


http://www.edu91.org

Audit Short Notes - Chapter 8

requires disclosure of CSR spending, all auditors must ensure it is
correctly disclosed.

Presentation and disclosure of the FSs as required by the
applicable financial reporting framework; (/f required related
party disclosures are missing from financial statements approved by
Joint auditors A, B, and C, all three share responsibility for this
omission.)

Ensuring that the audit report complies with the requirements
of the relevant statutes, the applicable Standards on Auditing
and the other relevant pronouncements issued by ICAI.(Opinion
paragraph wording as per SA 700 - all must ensure correct lanquage is
used.

If a joint auditor encounters matters relevant to others
responsibilities, requiring their attention, disclosure, discussion,
or judgment application, they should communicate these in
writing to all other joint auditors before the audit completion. (If
auditor A finds inventory valuation issues that affect tax Liabilities

(auditor B's area) and cash flow projections (auditor C's area), auditor
A must inform both B and C in writing before finalizing the audit.)

Each joint auditor determines audit procedures for their
allocated areas. They are individually responsible for internal
control and risk assessment in their allocated areas.

Audit Conclusion and Reporting
Reporting

Joint auditors are expected fo issue a common audit report.

In case of disagreement auditors can issue separate audit
reports.

A joint auditor is not boundby the views of the majority of the
Joint auditors reqarding the opinion or matters fo be covered in
the audit report and shall express opinion formed by the said
joint auditor in a separate audit report in case of disagreement.
Audit reports by joint auditors shall make reference separate
repori(s) issued by other joint auditor(s).

Separate audit report(s) shall also reference to those issued by
joint auditors.

Such reference shall be made under the heading " Other Matter
Paragraph’ as per Revised SA 106, “Emphasis of Matter
Paragraphs and Other Matter Paragraphs in the Independent
Auditor’s Report”.
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SA 600 - Using the Work of Another Auditor
Definitions

Principal auditor

The auditor with responsibility for reporting on the financial
information of an entity when that financial information includes the
financial information of one or more components audited by another

auditor. (Jiski responsibility hai to report on Fi of the entity, when that i
includes Fi of Component(s))

Other auditor
An auditor, other than the principal auditor, with responsibility for
reporting on the financial information of a component which is

included in the financial information audited by the principal auditor.
(Responsibilify to report on Fl of Comp, Which is included in FI audited by
PA)

Component
Means a division, branch, subsidiary, joint venture, associated
enterprises or other entity whose financial information is included in

the financial information audited by the principal audifor.

The Principal Auditor’s Procedures- Consideration by the Principal
Auditor before and while using the work of Another Auditor.

1. Principal auditor can review component accounts by visiting if
needed and allowed by Law, but usually relies on other auditors
unless special circumstances necessitate direct review
(visit/examine books)

2. When using another auditor's work (non-ICAI member), the
principal auditor should consider their professional competence
for the specific assignment

3. The principal auditor should perform procedures to obtain

sufficient appropriate audit evidence, that the work of the other
auditor is adequate for the principal auditor s purposes. The

principal auditor should ordinarily perform the following
procedures
a. Advise the other auditor of the use that is to be made of
the other auditor's work and report and
b.  Make sufficient arrangements for co- ordination of their
efforts at the planning stage of the audit.
c. The principal auditor would inform the other auditor of
matters such as

®  areasrequiring special consideration,

e  procedures for the identification of
infer-component fransactions that may require
disclosure and

o the fime-table for completion of audit; and

d. advise the other auditor

e of the significant accounting, auditing and

reporting requirements and obtain

representation as to compliance with them.
4. The principal auditor might

a. discusswith the other auditor the audit procedures

applied or Principal auditor holds a virtual meeting with
component auditor to discuss their approach to festing IT
controls and revenue recognition.

b.  reviewa written summary of the other auditor’s
procedure and ﬁndings which may be in the form of a

compLe+ed questionnaire or checklist. Principal auditor
reviews component auditor's completed chechlist showing
sampling approaches, materiality calculations, and risk
assessments for key accounts.

The nature, timing and extent of procedures will depend on the
circumstances of the engagement and the principal auditor's
knowledge of the professional competence of the other auditor. This
knowledge may have been enhanced from the review of the previous
audit work of the other auditor.
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Reporl'mg Requiremen'l's Under The Companies subsidiaries and associate companies insofar as it relates o the
Act 2013 consolidation of its FSs with that of its subsidiaries and associate

companies.

Section 143(1)

Auditor's Reporting Requirements on Specific Matters
I e Condition for Reporting - The auditor is only required to report

Every auditor of a company shall have a

1 on the matters specified if there are special comments or
) ] 1
right of  Shall be entitled to Inquire concerns regarding any items.
access require e Satisfaction and Duty - If satisfied with the inquiries, the auditor
is not obligated to further report on being satisfied.
right of access || e Adverse Findings - A report to the members is necessary if any
; " ! adverse findings are discovered during the audit.
at all to the books of whether kept at
times account and the registered
vouchers of the office of the The auditor shall report to
company, company or at any Report to members of the company
other place and the on the examined accounts
[ Members and all FSs required to be
and scope laid before the general
shall be entitled to require || meeting,
1 Consideration The report shall consider the Act,
f . ) . of Legal and accounting and auditing standards,
from such information and explanation | 143(2) ] {  Regulatory required matters, relevant rules or
| | Framework order under section 143(11).
the officers of the as he may consndgr necgssary for.the Auditor shall report whether, to the
company performance of his duties as auditor best of his inforamation and
and . knowledge, the accounts and FSs
True and Fair

. Vi give a true and fair view of the
Whether loans and lew company's affairs, profit or loss,
advances are properly cash flow, and other prescribed
secured. matters for the year.

Whether the terms of the Section 11'3(3)
loans and advances are not

prejudicial to the company Information

or its members' interests. —One _[:}_ and

whether transactions of Explanations
the company which are
represented merely by Books of

B - Book Entry book entries - two —:}— Account and

. Returns
are prejudicial to the

r A - Advances

interests of the company; -Three -—{ H Branch"

Whether company has sold Balance sheet and
amongst other shares, debentures, and FFour—_ }H  Profit and Loss
matters inquire other securities at a price Account

into t.he ! ¢ - company lower than their purchase 143(3)
following price by the company. ) Accounting
matters, namely: Not applicable in case of e T Five —:]_ Standards
— Investment or banking Technique

company. | Six [ ] Observations and
Comments

whether loans and

_ . advances made by the Director
P - Deposit company have e been - Seven —[:]— Disqualification
shown as deposits;

whether personal expenses i Qualification,

E - Expenses have been charged to -Eight —[:_ reservation and

revenue account adverse remarks
Whether cash was actually -Nine - IFC
received for shares allotted
for cash. —-Ten _‘{ HOthers"
! F - For Cash

If no cash received, ensure the
account books and balance
sheet accurately reflect this
and are not misleading.

Provided that the auditor of a company whichisa hoLding company
shall also have the righ+ of access to the records of all its

TECEGRAMTCHARTERED NOTES HUB
Neeraj Arora | www.edu.org Audit Short Notes |8.18


http://www.edu91.org

Audit Short Notes - Chapter 8

Confirm if all
necessary
information and
explanations were

Information obtained for the
_one _[:]_ o audit.
Explanations ||| |t not, specify what was
missing and its impact
on the Financial
Statements (FSs).
proper books of
account as required
by law have been kept
Books of by the company
-two —[:]_ Account proper returns
and Returns

adequate for the

Branch

purposes of his
audit have been
received from
branches

Check if the
auditor received
branch office
reports audited by
others

manner in which he
has dealt with it in
preparing his report;

Whether P&L and

Balance sheet
and Profit and
Loss Account

B/S are in
—agreement with the
books of account

and returns;

whether, in his opinion,

Accounting
Standards

| the FSs comply with
the accounting

standards

of the auditors on

Observations and

| _financial transactions or

Comments matters which have any

adverse effect

whether any director is
| _disqualified from being
appointed as a director

Director
Disqualification

143(3)
Matters in H
Detail - Part |
- Three
- Seven
143(3)
Matters in H

under section 164(2)

any qualification,

Detail - Part 2

-Eight

reservation or adverse
—remark relating to the
maintenance of

Qualification,
reservation and
adverse remarks

-Nine

) 0 0

-Ten - Others

accounts etc

whether the company has adequate
internal financial controls with
FC reference to FS in place and the
operating effectiveness of such
controls

See next Chart

Reporting requirement on

company which

operating effectiveness of internal financial
controls (IFCs)NOT APPLICABLE to a private

adequacy and

OPIC | or [small company]| or

is a-
1
Company
having
| |
I 1 1
Turnover < and Borrowings
350 crore <% 25 crore

from banks or

as per latest X 1 DATIRS OF
financial institutions

audited
financial or any body corporate
statement - at any point of time

during the financial
year

Except as disclosed in
notes to accounts

intermediaries (including

for loans, investments,
or guarantees on behalf

—

Confirm Disclosure of
Impact of pending
litigation on financial
position

Pending
Litigation
Whether Provision for

Provision— material foreseeable

losses is made?

IEPF - Investor Check for In transferring
1 educationand deal! " amounts to (EPF
protection fund y
Funds
Advanced
[I | | Representation Funds see next
Difers related to Received chart
MMS in

representation

Whether Dividend declared or
paid in Compliance with
Section 123 of Companies
Act, 2013

company has used
accounting

software with an

audit trail feature

Whether —

Agc(:)?::l:l:\eg Was Operational
through the year?

Whether
Audit Trail

has not been
tempered

preserved as
per statutory
requirements

Representations from management "

|
Auditor has to confirm That

management has given representation
1

|Funds Aldvancedl
|

Funds Received

Except as disclosed in
notes to accounts
| |
no funds were no funds were RECEIVED
ADVANCED to From Funding Parties
(including foreign
foreign entities) entities)
| |
for loans, investments,
or guarantees on behalf
of the Funding Party

7

of the company

—

The avditor will apply audit procedures to
verify that there is no MMS in above
representations.
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143(4) - Reasons
If any matter in the audit report under this section is answered
neqatively or with a qualification, the report must state the reasons.

143(9)
Every auditor shall comply with the auditing standards.
143(10)
CG will CG Will Prescribe
ICAI will Consult with after consultation
Recommend > NFRA —>  with NFRA and
SAs NFRA Will also examination by
Examine NFRA

Until new auditing standards are officially notified, existing standards
specified by the ICAI will be deemed to be auditing standards fo be
used for this subsection.

143(12) + Rule |3 of the Companies (Audit and
Auditors) Rules

[
avditor believes a fraud is being or has been
committed in the company by officers or

employees of the company

involves or is expected Otherwise
to involve jndividvally an |
amount of ¥ | crore or  auditor shall report the matter
above, to the audit committee
| constituted under section |77 or
auditor shall report the to the Board in other cases
matter to the CG within within such time and in such
such time and in such manner as prescribed.
manner as prescribed.

Audit of Branch Office Accounts

Books of accounts

At Registered Office, Accrual Basis, Double entry system of

accounting

As per section 128(1) of the Companies Act, 2013,

e every company shall prepare and

o keepat its registered office

®  booksof accountand other relevant books and pgpers and FS for
every financial year

e which give a frueand fair view of the state of the affairs of the
company,

o including that of its branch office or offices, if any, and

o explainthe transactionseffected both at the registered office
and its branches and

® such books shall be kept on gccrual basis and according fo the
double entry system of accounting.

Place other than Registered office

The Board of Directors may choose a different location within India
for keeping books of account, and if so, the company must file with
the Registrar a notice in writing giving the full address within # days.

Books of account kept at branch office

If a company with a branch office, either in or outside India,
maintains proper books for branch fransactions and keeps it at the
branch office and sends summarized returns to its registered office,
it shall be deemed to comply with sub-section ).

Audit of Branch Accounts - Section 143(8)
Who can become branch auditor

e Branch in India

o Company Auditor
o Person gualifiedto be an auditor and appointed as per

section 139
e Branch outside India

o Company auditor
©  Any person gualifiedto act as an auditor in gccordance

with laws of that country

The branch auditor shall prepare a report on the accounts of the

branch examined by him and send it fo the auditor of the company
who shall deal with it in his report in such manner as he considers
necessary.

Duties and powers of the company's auditor with reference to the
audit of the branch and the branch auditor. - Rule - 12,
Companies (Audit and Auditors) Rules, 2014

1. For the purposes of sub section (8) of section 143, the duties
and powers of the company's auditor with reference to the
audit of the branch and the branch auditor, if any, shall be as
contained in sub sections (1) fo (4) of section 143.

2. The branch auditor shall submit his report to the company's
auditor.

3. The provisions of sub section (12) of section 143 read with
regarding reporting of fraud by the auditor shall also extend
to such branch auditor o the extent it relates to the
concerned branch.
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CARO - COMPANIES (AUDITOR'S REPORT)

ORDER, 2020

| Section 143(11) "

I
CG in consultation with NFRA may by

ORDER direct auditor to include a

statement on matters in the ORDER in

Auditor's Report

ORDER

COMPANIES (AUDITOR'S REPORT)

1
= CARO 2020

ORDER, 2020

Parts of CARO

Applicability|| Auditor's report to

contain matters
specified in
paragraphs 3 and 4

Matters to be Reasons to be
included in the stated for
auditor's report || unfavourable
under CARO, or qualified
2020 answers.

Every Company
including Foreign

Company
| Applicability
Exceptions
(CARO Not
Applicable)

subsidiary or

_| holding of a
public

company

Otherwise,
Private H CARO not
Limited H | applicable if
Company

rBanking Company
rlnsurance company
-Section 8 Company
-OPC

-Small Company

-Private Company —See Next Chart

—( CARO Applicable

PUC&RS <! Balance
crore }_ sheet date AND

at any point
Borrowing g | of time
crore during the
financial year

Tot.al revenve (S- 1y during the
including from X N
X " financial
discontinued ear
operations < 10 crore y

PARA 2
Auditor's report to contain matters
specified in paragraphs 3 and 4.

1
Order shall not apply to the
auditor's report on
consolidated financial
statements except clause (xxi)
of paragraph 3.

I
If order is applicable auditor's
report shall contain the matters
specified in para 3 and para 4 as
applicable

Para 4

| 1
For Unfavorable/Qualified When Opinion
Answers Can't be Expressed

| |

The report must indicate

this fact and include the
reasons for it.

Para 3- Matters fo be included in the auditor’s report under CARO,
2020

The auditor's report on the accounts of a company to which this
Order applies shall include a statement on the foll,owing matters,
namely

Auditors must state
reasons for such answers
in their reports.

Para 3(i)- Property, Plant and Equipment
Full Particulars

Whether the PPE 4+ Quantitative details

A company is covered under the definition of small

L company; it will remain exempted from the
applicability of the Order even if it falls under any

of the criteria specified for private company.

Turnover g
340 crores.

'A HOLDING company or a}

Paid Up Share
Capital < 34
crores AND

Small Company

R .
The following 3 SUBSIDIARY company.

categories of Companies
shall NOT be regarded as
SMALL Companies

(A company registered
under SECTION 8. or

f A company or body
corporate governed by
any SPECIAL ACT.

Provision of CARO, 2020 is not applicable to ABC Pvt. Ltd, a subsidiary of
XYZ Ltd. (a public company) having fully paid up Capital and Reserves &
Surplus of &50 lakhs, Secured loan from bank of & 90 Lakhs and Turnover
of &5 Crore, for the financial year 2023-24. MTP2, Hay 2021, 3 Marks)

T company is . .
~ Per o maintaining Situation
Records roper
prop d Intangible __  showing Full
recoras assets particulars
Whether PPE
Physically verified
by the MGT at
reasonable
Para 3(i)- Physical intervals
Property, Plant Verification Whether any whether the
and Equipment material same have
Part - | discrepancies __ been properly
were noticed on dealt with in
such verification the books of
and if so, account.
Whether the title
deeds of all the
immovable if not, provide
= __ broperties disclosed __ the details in
e in the financial the given
statements are held format
in the name of the
company,
Descripti | Gross Held in Whether Period held Reason for
on of carrying name of | promoter, -indicate not being held
properfy value director or range, where | in name of
their appropriate | company -
relative or also indicate
employee if in dispute
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Company has Para 3(iii) - Investment / Guarantee / Security / Loans and
revalued PPE or ITA Advances
during the year

Whether . not applicable to
T Revaluation companies whose
was based on principal business is to
valuation by a give loans)
registered loans or
Revaluation valuer ) providgdth
of PPE / ITA Whether advances in the During the
/ If change is 10% or Company  |— na::);src:‘fislz::s, year to any
more Provided guarantee, or entity
. provided
Specify the In aggregate of security Yes
— amount of the net carrying
I 1
Change valve Aggregate Aggregate
amt. during amt. during
For Sg‘éh Clla'l's: of the year the year
or | I
Balance Balance
Proceedings For holding Outstanding at Outstanding at BS
Initiated or __ any BS Cl‘ate da'te
nding against benami
Proceedings peth; cgom,ggalny pripertly of LAGS to of LAGS to
for benami Whether |——|—| Partu:; other
property company has Subsidiaries JVs Associates an
appropriately disclosed Subsidiaries JVs Associates
the details inits FS
Para 3(ii) - Inventory Whether Terms 8.
Phvsical Verification Coverage and Pr ey LAGS / Investments made Conditions, Prejudicial
y 2 q d to company's interest?
Whether physical verification of inventory has been conducted at
reasonable infervals by the management and whether, in the gpinion Whether schedule of repayment of
of the auditor, the coverage and procedure of such verification by the In respect of loans and principal and payment of interest
; ; advances in the nature stipulated?
management is gppropriate;
of loans Whether Repayments —Regular?
Discrepancies of 10% or more
Whether any discrepancies of 70% or morein the aggreqate for each total amount overdue
class of inventory were noticed and if so, whether they have been = y for more than 90 days
T nt over 21—
properly dealtwith in the books of account; I s AR es Whether reasonable
steps Taken for recovery
?
Working capital limits taken?
Whether
L during MPOiM’ of fime of the year, loan or advance in the nature of loan ]
e the company has been sanctionedworking capital Limitsin . I .
excess Of (5 crore, Fallen Due, Renewed or Fresh loan given to settle the
: . extended? overdues of existing LAs to same
in aggregm‘e, from banks or financial institutions parties
on the basis of securify of current gssefs, ~— —
e whether the quarterly refurnsor statements filedby the
company with such banks or financial institutions are in f !
Amount Percentage
agreementwith the books of account of the Company, if nof, | |
. e Renewed, extended or of Aggregate
give details; settled by fresh loan |
To total Loan and
SKN L1d. a biopharma company and global manufacturers of select critical Advances [ ihe nature
care medical products has been sanctioned working capital limits of &5.99 -
— ——
crores from a nationalized bank on the basis of security of current assefs. g
During the year under audit, the statutory auditor of SKN Ltd. considers oot ;;péf;ﬁlees; )
that inventory is material to the financial statements and performs audit Giving Loans

procedures over the company s final inventory records to defermine
whether they accurately reflect actual inventory count and without any
major discrepancies for each class of inventory. What are the reporting
requirements regarding physical verification of inventory under CARO 2020
in this case?
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advances in the nature of loans

whether the company has granted any loans or ||

I I 1
Repayable Or Without

on demand specifying
I
terms or
period of
I
Repayment
— —— _
Yes
I T 1
Aggregate Percentage Aggregate
Amount to total amount to
loans —L
Promoters Related

parties

Para 3(iv) - Sections 185 and 186

In respect of loans, investments, gquarantees, and security, whether
provisions of sections 185 and 186 of the Companies Act have been
compliedwith, if nof provide the defails thereof;

Para 3(v) - Deposit Accepted

In respect of deposits accepted by the company or amounts which are

deemed to be deposits,

o whether the directivesissued by the Reserve Bank of jhdia and

e the provisions of sections 73 fo 76 or

e any other relevant provisions of the Companies Act and the
rules made thereunder, where applicable,

o have been compliedwith,
o if not
m the nature of such contfraventionsbe stated;

e if an orderhas been passed by Company Law Board or Aational
Company Law Tribunal or Reserve Bank of hdia or any courtor
any other fribunal

o whether the same has been compliedwith or not;

Para 3(vi) Cost Records

e Whether maintenance of cost records has been specifiedby the
Central Government under sub-section (1) of section 748 of the
Companies Act and

e whether such accounts and records have been so made and
maintained

Para 3 (vii) Statutory Dues

| Para 3 (vii) Statutory Dues "

I 1
Undisputed

Statutory Dues Not
| deposited on account of
Whether Company is dispute
regular in depositing the ——
undisputed statutory dues? Amount I Forum
f L . Involved |
Yes No where
| | dispute is
Report company is REPORT - outstanding pending

regular dues for over six
months from when

they became payable,

as on the last day of
the financial year.

Para 3(viii) - Unrecorded income
Whether any transactions
e not recorded in the books of account
e have been surrenderedor disclosed
o as income during the year in the tax assessments under
the Income Tax Act, 1961 (43 of 1961),
if so, whether
o the previously unrecorded income has been properly
recordedin the books of account during the year;

Para 3(ix) Repayment of Loan Etc

Company Defaulted ?

Nature of borrowing, including debt
securities

lender wise details to be
provided in case of
defaults to banks,
financial institutions and
Government.

Name of lender

Period and
Repayment of | Yes | amount as

Loan or other per format

N Whether principal or interest
borrowings or

in payment of

N Amount not paid on due date
interest

Remarks, if any

No. of days delay or unpaid

Report - The Company has not defaulted in repayment of
No loans or other borrowings or in the payment of interest
thereon to any lender.
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Company
eclared R TN
DWillful By any bank or financial institution or other lender;
defaulter?
applied for Yes
the purpose
for which
Term loans Amount
the loans
were No
obtained; Purpose
Nature
Funds -
raised on Utilised for Yes
Long-term Amount
short term
R purpose
basis
No Report
Funds from o Nature
any person subsidiaries, joint
on account | Obligation of | ventures or associate Details
of or to companies
P Amount
meet
Pledge of Details
securities
of Y
A es Yes
subsidiaries, Company defaulted on
joint repayment
ventures or No
associate
companies No Report
Para 3(x) - IPO FPO etc
Para 3(x) - IPO FPO etc
Yes Report.
applied for
the purposes delays or default
. for which
Money Raised IPO / .
" those are No details subsequent
FPO (Including Debt) raised rectification, if
any
No Report the same
whether the Yes
requirements
of section 42
and section 62 Amount
of the .
Companies Act, No [ Details [ Non-
2013 have been Complia
Company has made Yes complied nce
any preferential
allotment or funds raised Yes
private placement? have been used
for the Amount
purposes for
which the No Details Non-
funds were Complia
raised nce
No Report the same

Para 3 (xi)

3(xi) - Reporting on Fraud

Nature
Noticed? Yes
Fraud by the Amount
company Fraud on
the company Nature
Reported? Yes
Amount

Whether any report under sub-
section 12) of section 143 of the
Companies Act has been filed by

the auditors in Form ADT-47?

Report under u/s
143(12)

whether the auditor has
considered whistle-blower
complaints, if any, received
during the year by the company?

whistle-blower
complaints

As per Guidance Note on CARO 2020, while reporting under this
clause with regard to the nature and the amount involved of the
frauds noticed or reported, the auditor may also consider the

principles of materiality outlined in Standards on Auditing.

Para 3(xii) - Nidhi Company

a. Whether the Nidhi Company has complied with the Net Owned
Funds to Depositsin the ratio of 7:20to meet out the Liability;

b.  whether the Nidhi Company is maintaining fen per cent
unencumbered term deposits as specified in the Nidhi Rules, 2014
o meet out the Liability;

c. whether there has been any defaultin payment of infereston
deposits or repayment thereof for any period and if so, the
details thereof.

Para 3 (xiii) - Related parties

Whether all transactions with the related parties are in compliance
with sections 17% and 188 of Companies Act where applicable and the
details have been disclosedin the FSs, etfc., as required by the
applicable gcounting standards.

Para 3 (xiv) - Infernal audit system

a. whether the company has an infernal audit system
commensurate with the sizeand natfure of its business;

b.  whether the reportsof the Infernal Auditors for the period
under audit were consideredby the statutory auditor.

Para 3 (xv) - Non-cash transactions with directors

Whether the company has entered into any non-cash fransactions
with directors or persons connected with him and if so, whether the
provisions of secfion 192 of Companies Act have been complied with

Para 3(xvi) - Registration with RBI

a. whether the company is required+o be registeredunder section
45-JA of the Reserve Bank of India Act, 1934 (2 of 1934) and if
so, whether the registration has been obfained
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b.  whether the company has conducted any Non-Banking Financial
or Housing Finance activities withouta valid Cerfificate of
Registration (CoR) from the Reserve Bank of India as per the
Reserve Bank of India Act, 1934;

c. whether the company is a Core Investment Company (CIC) as
defined in the requlations made by the Reserve Bank of India, if
so, whether it continues fo fulfil the criferigof a CIC, and in
case the company is an exempted or unregistered CIC, whether
it continues to fulfil such criteria; (CIC? CIC Criteria?
Exemption? Exemption Criteria?)

d.  Whether the Group has more fhan one CIC as part of the Group,
if yes, indicate the number of CICs which are part of the Group;

Core Investment Companies

e Core Investment Companies (CICs) are specialised Non-Banking Financial
Companies (NBFCs).

e A Core Investment Company registered with the RBI has an asset size of above
Rs 100 crore.

e Their main business is acquisition of shares and securities with certain
conditions.

Para 3(xvii) - Cash losses

Whether the company has incurred cash losses in the financial year
and in the immediately preceding financial year, if so, state the
amount of cash losses

Para 3 (xvii) - Resignation of Auditor

Whether there has been any resignation of the statutory auditors
during the year, if so, whether the auditor has faken into
consideration the issues, objections or concerns raised by the

outgoing auditors.

Para 3 (xix) - Existence of Material Uncertainty
e On the basis of the
o financial ratios,
ageing and
expected dates of realisation of financial assets and
payment of financial liabilities,
other information accompanying the FSs,
the auditor’s knowledge of the Board of Directors and
management plans,
e whether the auditor is of the opinion that
o no material uncertainty exists as on the date of the
audit report
m  that company is capable of meeting its
ligbilities existing at the date of balance sheet
m  as and when they fall due within a period of one
year from the balance sheet date.

o O O O O

Para 3(xx) - Transfer of unspent CSR amount
a. whether,
o in respect of other thanongoing projects,
o the company has transferred unspent amount+to a Fund
specified in Schedule VIl to the Companies Act

o within a period of six monihs of the expiry of the financial

year
o in compliance with second proviso to sub-section (5) of
section 135 of the said Act;
b. whether

o any amount remaining unspentunder subsection (5) of
section 135 of the Companies Act, pursuant to any ongoing
project,

o has been transferred to a special accountin compliance
with the provision of subsection (6) of section 135 of the
said Act.

Para 3(xxi) - Qualifications or Adverse remarks
o Whether there have been any gualifications or adverse remarks
by the respective auditors in the Companies (Auditor's Repor’r)
Order (CARO) reports of the companies included in the
oonsolidated FSs,
o ifyes,
o indicate the defails of the companies and the paragraph
numbers of the CARO report containing the
qualifications or adverse remarks.
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