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Financial Statements — True & Fair




Topic: Origin of Auditing )

Auditing — Ancient Times — Many Societies

\

Kautilya’s Arthshastra — 4" Century BC
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Origin of the word ‘Audit’ — Latin - Audire —» To HEAR

| Auditor General of Indian —» 1860
Accounting Auditing
————————

Presently s>\Constitutional Authority
————

Topic: Origin of Auditing

C&AG
ICAI — Statutory Body — Act of Parliament




Topic: Meaning & Nature of Auditing )

Audit
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Topic: Meaning & Nature of Auditing

Auditor to Ensure»

(1) G

Does not mislead

As per —> Books of A/c. Classified -
Amount — Properly < Described} As per AS

True + Fair Disclosed




Topic: Meaning & Nature of Auditing

(2) (Entries

E Supported by —/Suff. + Appro. A.E.
Not omitted

(3) Information

i
Unambiguous

Auditing — Provides —{ASSUFaNEe) > To user —» F.5. < gz Ti(lic]l)lllll;t))(’)n




Topic: Interdisciplinary
Relationship with Diverse Subject

Sound knowledge of Accounting
Working Capital Management Funds .

Flow, Ratio, Capital Budgeting ' Rasncon thie B

Financial Management § m Good knowledge
\ am Of Business Law
 -

—— XTI, - Cost System
Verification of Inventory

e e | I Economics
Statistics & = |
Mathematics y

Behavioral Familiar with Economic
Science Environment of the client

EDP Auditing

Data Processing -

L

Statistical Sampling

Knowledge of H'uman Behavior




Topic: Objectives of Audit

As per. —  "Overall OBJECTIVES of an Independent Auditor
AND conduct of an Audit in accordance with SA”
1§

Objective of Audit
A

— That the(F:SPas a whole) To Report on F.S
— are Free from M.M. +
— Due to'F/E Communicate as required by SA
Enabling the Auditor tom v
> F.S. are Prepared In accordance with Auditor’s
k Findings

In accordance with App. F.R.F.




Topic: Objectives of Audit

Absolute Assurance = Guarantee

. # Not Guarantee




Qy

Topic: Scope of Audit -What is” ) p—-

- Scope - Range or Reach

> Purpose of Audit = Enhance the degree of Confidence of the{ifténdeanisen of Fs.
| 1 | | ]
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Topic: Scope of Audit -What is Included

&) M ProperfyDisclosed
l
- |

|

Properly Summarized Consider Evaluate
.
| Judgement Made by Mgt. '
Transactions Events Selection Application
_ -

Policies




Topic: Scope of Audit -What is Included

(4)

> Historical Financial Info
» Financial Terms
* Relation to particular entity
* Derived from A/c. Sys.
* About Economic

| | |
Event Conditions Circumstances

| 4 ]

Past Pd.
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Topic: Scope of Audit -What is w

Auditor is NOT EXPECTED to:-
(1) Perform duties
A
which fall outside the domain of his competence
(2) Determine suitability + Life of civil structures (Bldg.)
(3) Authenticate Documentation — Not on Expert

(4) Audit # Not official investigation — Alleged wrongdoing
(5) Auditor # specific legal power

(6) Audit # Investigation

X
Obtain RA. | Critical Examlination of A/c.
y With a special purpose

F.S. as a whole are free from MM — Due to F/E
(7) Responsibility — Preparation - FS




Topic: Inherent Limitations of Audit )

" 4

Auditor
» NOT EXPECTED t
QUESIEE
J
That the F.S. af a whole
are FREE from MM
d

Due to F/E




Topic: Inherent Limitations of Audit

Preparation of FS — Involves —» Mgt. Judgement
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& Topic: Inherent Limitations of Audit ) @

e
RS e & -

nensonaly oL

@ —.¢may involve </ ~

Fabricated Documents

(3) » Related party transactions




Topic: Inherent Limitations of Audit )

(3) Notin Nature of Investigation

Not official Investigation

(4) €
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Entity’ ability to continue as Going Concern




Topic: What is an Engagement?

r-§_/

Arrangement to do something

—Formal Agreement — b/w < " > Under Which
Client

Auditor agrees to provide Auditing Service

Engagement Letter (S‘ £ .:210) C Chl 9




Topic: External Audit Engagement /
Reasonable Assurance Engagement

Purpose

e degree of confidence

\

of the intended user of E.S.




Topic: Benefits of Audit /
Why is Audit needed?

(1) Audited A/c. = provide — High Quality Info.
|

Give confidence to user of FS
(2) Interest of shareholders — safeguarded

(3) Moral Check on employees

(4) Helpful for Govt. = determine Tax Liabilities
(5) Relied upon by Bankers / Lenders

(6) Detection of F/E

(7) Review

| |
Existence Operation

| |




Topic: Audit -Mandatory or Voluntary?

Mandatory — Companies
—> Entities
X
T/o > threshold limit as per Income Tax
— Organization — Receiving Govt. Grants




Topic: Who appoints an Auditor?

» Generally — Owners

» Constitutional /Govt. Authorities — As per Law/Regulation
» Companies (Non-Govt.) — Members (Shareholders) @ AGM

» Companies (Govt.) —> C&AG

» Firms —> Partners




Topic: To Whom Reportis
Submitted by an Auditor?

» Report —> Written

» Submitted > To the person —» Making Appointment
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Topic: Meaning of Assurance Engagement

Practitioners expresses a conclusion — About the outcome of
Designed tolenhance the degree of confidence
of the intended user @

(Other than the Responsible Party)

Of a subject
» Practitioner — Gives Opinion — About SPECIFIC INFO. matters
\) -
Due to which users make confident decisions
\)
Knowing well — Chance of Incorrect info

\)

DIMINISHED




Gy

Topic: Elements of an Assurance Engagement

(1) Provides Assurance

|

Broader than Auditor ‘

Audit — Historical
ASSUrance — “iSht e

orfPresent or Future

Responsible for
Preparation of Subject
Matter

Person for whom an
Assurance Report is prepared
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Topic: Elements of an Assurance Engagement

(2) Appropriate Subject Matter

| |
|

Info. To be examined by the practitioner

(3) Suitable criteria - Benchmarks — Used to evaluate the subject matter

|
| | | | |

Standards Guidance  Laws Rules Regulations

(4) Suff. + Appro. Evidence— Conclusion — Opinion

\ \)

Qty. Quality




Topic: Elements of an Assurance Engagement

(5) Written Assurance Report — in appropriate format

\)

Outcome of an Assurance Engagement




Topic: Audit vs. Review

Audit vV/Ss. Review
ngagement — JLimited Assurance lfEngagement
—» Higher assurance — Lower level of assurance

gy ttt—

More Procedures —> l Fewer Procedures }

—> Scope of Conclusion is higher — Limited Conclusion

Both are related to FS prepared on the basis of Historical Financial INFO.
c




Topic: R.A. Engagement vs. L.A. Engagement
Basis | RA.E | L.A.E.
Level 4 Higher L Lower
Audit | Elaborate & Fewer Procedure as compared
Procedure Extensive with RA
Conclusion L REENIELIE | Limited
Example ‘ Audit Engagement Review Engagement




Topic: Audit & Review vs.
Prospective Financial Info

» Audit & Review — Historical Financial info.
Prospective Financial Info. - NOT Historical Financial Info.
@ L Generally on 1.C. of an entity

@L— Based on About events

"

That may occur in the future
+

Possible Actions by an Entity

B Forecast
@ In the form of<

Projection




Topic: Audit & Review vs.
Prospective Financial Info

@ _ Obtains Suff. + Appro. A.E. - about Mgt.'s Assumptions
\)
NOT Unreasonable

@l— Financial Info. - Properly

| | |

Prepared Presented Disclosed
Moderate level of Assurance

Auditor — NOT in a position — to express an opinion

J
Results shown Will be achieved




Topic: Audit & Review vs.
Prospective Financial Info

l— Report :- Nothing has come to practitioner’s attention
\)

To suggest that these assumptions

\)

DO NOT PROVIDE A REASONABLE BASIS FOR THE PROJECTION




Topic: Qualities of an Auditor

» Tact, Caution, Firmness, Good Temper, Integrity, Discretion, Industry
Judgement, Patience, Clear Headedness & Reliability

» Qualities of Good Businessman <= Qualities of on Auditor

» Highest Degree of Integrity + Independence

m
» Basic Human Qualities
» Exhaustive Knowledge of Accounting is M

» Thoroughly known — A/c. Principles — Techniques

» Shine of culture for attaining great height v’hujj
wt [Comp




Topic: Engagement and
Quality Control Standards

Engagement Standards — Issued under authority of — ICAI Council

| | |
i SRS

X )
Quality CAudithf “Re of Procedures

control for Historical Historical Engagement /\

all services Financial Fmancnal

J Info. Info. Other than Info. Compilation Related
” Historical Services
Financial Info.

\




Topic: Engagement and
Quality Control Standards )
» Why are standards needed?
(1) Carrying Audit as perm
(2) Improve — “
(3) Promote — URifofmity
(4) EqQuips —» w<
(5) Ensure — ”
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Topic: Meaning of Ethics -A State of Mind

@ inci les — Which governs < Person’s behaviour
Conducting of ay
Lo 6

[ l l | |
Comes Inculcated in State Science Rules

Intrinsically /\ of mind of of
conduct conduct

‘.3_ Habit Temperament




Topic: Need for Professional Ethics

. as to abide by ethical behaviours
Service

@ A CA <Practice>H(.)%n ﬁg) g—

[CAI - requires - members — comply with principles of ethics

|
codiﬁed-—';w‘-'L ch M

. 1944
Fines
* Deviation — Disciplinary Mechanism < Suspension

B e > membership

Other
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Topic: Principles based approach vs rules Y
based approach to ethics (ethical or legal)

| Ethical guidance follow |

o)
i

fet [loaw N
) &

a[ Prmcnples Based Approach

(1) Essence = Requires compllance (1) Strictly follows

) )
@ With sprit of ethics Clearly established rules
(2) Accountants — exercise (2) Narrow outlook
) ) (3) Spirit of ethics
Every situation Prof. Judgement —
¢
Based on (4) Rigid
[ : 1 | (5) May not possible
Prof. knowledge  skill Expertise )
'L T ‘ Every situation

Winner



Topic: Fundamental Principles )

of Professional Ethics
!

@ Establish — Expected — standard of behaviour

[ —

Straight e * Bias Avoi
forward * (Conflict of intereg)

Respe
confidentiality -

J

* Honest / * Undue influence Attain + maintain of info * Avoid conduct
 Fairdealing ¢ ) \: J 3
* Truth fullness € Prof judgement * Prof. knowledge Unless Discredit profession
« False + d « skills « Unknowingly engage
LMisleading_J Not compromised V_ﬁ_'lﬁﬁ
St. ( Req. Permitted Authorised Prof

— Shall not knowingly associate | By law N, Duty
lent Employer



| N
Employment Occupation Activity

| Impair |

l l | l

Integrity Objectivity Reputation

| Profession |

¢

— Diligence = Responsibility to Act [carefully + Thoroughly + timely] m —
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Topic: Independence of auditors

4
Wi shes
of a person — Not subordinate : > Another person
R N et e direction
Engaged
J
Interlinked Perspective of INDEPENDENT To own self interest

l__—__l——l
iageniaence of Mind Independence in Appearance

State of mind that permits the Avoidance of facts &
proﬁsion of an opinion — circumstances
without being affected by S

influences That are so Significant






Professional uditor’s®, O; PS has been
Skepticism (PS) ‘compromised

vy o0’

(i) Auditor himself satisfied about his independence

(ii) would be forced to conclude
)

Mbh 3 R‘j\bridgement of Auditor’s independence
*Independence — subjective matter

v State of mind
Dependent upon <

Character of person




Topic: Threats To Independence

Self Interest
threats

Threats to Independence

| | |

Advocacy Intimidation
Threat Threat

Familiarity

Self Review

threat Threat
Financial Review of any Auditor Auditor Auditor is
Interestof judgements or promote or forms deterred to
Partner/ conclusions perceived to Relationship act
Associate reached in promote a with client objectively

previous audit client’s opinion



Topic: Safeguards to Independence

Safeguards to Independence

(1)
(ii)
(iii)
(iv)
(V)

Always be & appear to
Havel, O, P

C%ide@o his Independence

Desist from the task or put in place safeguards

If unable to fully implement safeguards
“




$ Topic: Professional Skepticism

Professional Skepticism (PS) volving
|
Questioning
Mind

f |
o Conditions Critical Assessment
J

of ALE

Indicating possible misstatement

———ﬁ__/

Due to F/E



Examples

f_—l—T—l—_l

A.E Questionable Possibility of Need for Add
) /\ fraud Audit procedure
L1hat Reliability = Responses
@ of Doc to inquiries
Other A.E.

m unusual circumstances
Jver genralising
Using —{inappro. assumption

*P.S. = reduces risk of <
J

Includes — consideration

™

Suff. Appro.
- AR



W

ver Reliability of info
+ > Further investigation <
f possible Fraud J

Determine

i Y T
Audil
Necessary - ?‘N) s NIVA

Honesty
*Past < > < > Does not relieve the Auditor
Integrity TCWG
To mamtal




@t E@em-ent I_ And [ Terms of Audit Engg_gem-exﬂ @
: J

Engaging an Auditor lncluges matters
\)

Objective Responsibilities Identification Expected

By a client : of l
v Scope /\ App. ER.F. /\

For audit of its ES. ! Form Content
Audit of Auditor Mgt. L Audit w

E.S. Report
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Topic: Agreeing the Terms of Audit Engagements

Agreement on Audit Engagement Terms

2

In writing — as pe‘Agreeing to the Terms of Audit Engagements”

\)
Auditor should agree to the Terms of Audit Engagement —» With Mgt./TCWG
————————— \—T__——
to include

J

l Precondltnons’for an Audit < > Responsibility
TCWG



Accept @

*Objective of Auditor< Audit Engagement — Only when
Continue 3
Basis upon which it is to be perfirmed
Has bee
\)
Through
| l l
Establishing Confirming
\) )
Pre-condition Common
3 understanding
Present J Auditor
B/w <

Mgt./TCWG



Topic: Pre-Conditions for an Audit

As per SA 210 "Agreeing to the terms of Pre-Conditions

Audit Engagement” for an Audit

Use by the Management Agreement of Mgt. / TCWG




To determine whether Pre-Conditions are present —» Auditor shall

Determine whether ER.F is
applicable

Obtain an agreement of Mgt.
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Topic: Agreement on Audit Engagement Terms

Scope
X\ Engagement letter
Specify Writing Other form o
Audit B/w <_ ACUI?;:? - Mgt.
TCWG
Except - Companies — Required urlder law

To get A/cs Audited

— Engagement letter — Sent by Auditor — To Client

\L e ——— e

Possibility of Misunderstanding — Reduced



(i) Objective - Scope — of Auditor

(ii) Responsibilities of Auditor

(iii) Responsibilities of Mgt.

(iv) Identification of app. ER.E. — for proportion of E.S

(v) Reference of any Expected —» Form — Content — of any Report to
be issued by the Auditor

+
Statement — that Report may differ from Expected - Form — Content

Ry = oo NO
If - Law — Regulation — Prescribes — Sufficient Details
\)

The Auditor NEED not Record them in writing

\







Ry
Topic: What Happens if Preconditions Y
for an Audit are not Present?

Law
/\ UnTl‘ESS < RegU]atiOn

Discuss matter with Mgt. Not Accept — Proposed engagement
Auditor determines Not obtained
) \)
F.R.F. Agreement of Mgt.
Unacceptable [ + |
Preparation I.C. Access

of E.S. /\

All info. persons



Topic: Limitation on SCOp-
To Audit Engagement Acceptance

If Mgt./TCWG — Impose Limitations — On the Scope — Such that
\)

Limitation would Result in — Auditor w

\

The Auditor shal”uch a limited engagement




Topic: Acceptance of a Change in '\
the Terms of the Audit Engagement

Regiiest from Entity to EHangenthe Terms of Audit Engagement

When Reasonable Justification Exists?

[ e i et . 1
T_J




Auditor — Carefully Consider

)
m particularly — Implication of

2
" ?on
The §€ope of Audit engagement

*A A In circumstances

(i
affects entity’s Requirement Considered
15
Misunderstanding Reasonable Basis

\

Nature of service originally requested



*Unreasonable Basis — A relate to into

[ l l I

Incorrect Incomplete Unsatisfactory
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Topic: What should auditor consider before @
agreeing to change the audit engagement to the

engagement providing loWerlével of assurance?

Prior Completion of Engagement — Auditor is REQUESTED by client
\)

To change the Engagement — to one which provides

Auditor should ~he Reasonable justification of doing so




Before Agreeing to A —)-

Engagement

<=>— &

| Need to assess

Legal Contractual
| Implication I
*Auditor concludes — Reasonable Justification

v Review ,

A Audit engagement < Service
> Related

Audit work — up to the date of A - Relevant
+

Work — to be performed

> Appro. To revised engagement
Report — to be issued



l

|
Original Engagement An that
\)

May have been performed

T
Original engagement
\)
EXCEPTION
\)
Engagement A to under take — Agreed procedure

\

Reference is Normal part

*Report - would not include — Reference a -




* A Terms of Audit engagement

/\

Auditor

‘ Record s

New Terms

Engagement Letter

Other written agreement



> OpHions @

Topic: Recourse available to auditor in situation of \W/
non-agreement to a change in terms of engagement
& lack of permission from management to continue
original audit engagement

-

S




Auditor — Unable to agree + not permitted to continue to original agreement

Shall To A terms By Mgt.
)
rom Audit m-ether Contractual
Engagement iy oF 1gat10n

From where possible under ancumstances to Other Parties
i |

— Law — Regulation

TCWG Owners Regulators
S———— E—— N

For Eg.: 39X 31T Company & Auditor & dd Sec.140(2) & &@E &
Govt. Non Govt.

. | l

C&AG ROC Co. ROC Co. T inform @1 AT B



Ry
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Topic: Terms of Engagement In Recurring Audits
\)

An Audit - performed — over years

Ny g LU G Auditor shall assess
( ?

- - .
:
:
i
_ ’

Auditor May decide — Not to send - A new — for each period -
Audit Engagement Letter — written Agreement




Following Factors makes it appropriate to — Revise — Remind : @

(i) A '@ that Entity —» Misunderstands — N/
1 Special — Terms of Audit Engagement

(ii) Any @

(iii) A recent Ain senior Mgt.

(iv) A significant A in ownership

(v) A Significant Aiin —» Nature — Size — of Entity Business

(vi) AAin— Legal —» Regulatory - Requirement
(vii) AAin FR.E

(viii) A A in other Reporting Requirement

“’\




Topic: Audit quality

High Audit Quality — Essential - Maintain Confidence
)

Independent assurance

\)
Provided by Auditor

| Deals with Q.C. |

| SQC 1 | and | SA 220
2 2

« All engagements ngagements Only
Servnces

* Entire Firm
e S—

 Particular Audit



SQC 1 -“QUALITY CONTROL FOHAT PERFORM AUDITS @
AND REVIEWS OF HISTORICAL FNANTIAL INFORMATION, AND N/
OTHER ASSURANCE AND RELATED SERVICES ENGAGEMENTS”

J LR

Requires the firm — To establish

Designed to provid§

Firm Personnel Firm Engagement

| Comply J Partner
T Gy
Prof. Legal Regulatory

Standards __Requirement — Appro.
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Topic: Elements of system of quality control

Elements pf system of Quality Control

O,

O @

<,
GIK.

Leadership Ethical Acceptance & Human Engagement Monitoring
Responsibilities_| Requirements |Continuance of Resources performance
for quality within client’s
the firm relationships &
specific

po\.i XN 8 P"“)(}dyb\sEngagements
1\ < Documented

QC.->P&P > To Firm’s Personnel

Communicated



® Leadership responsibilities for quality within the firm

SQC - 1 - Requires Firms — to establis

iy,

Designed to promote

\)
Internal culture
\)
Based on recognition — Quality is essential
P & P » Fo ’ CEO . » 2 K
= require — Firm S< Mariaging Ultimate refponmblllty
Partner

Firm's Sys. Of Q.C.
— Persons assigned — for firm'’s Q.C. Sys.

\)
Suff.
Should have < Appro. > Experience + Ability + Authority



@ Ethical requirements CS'O.W o, W Pwnurlﬂsi '
0.c7

Ethical Requirements

r | |

Integrity Objectivity Professional Conﬁdentlallty Professnonal
Competence Behaviour
+ Due Care

As per code of Ethics for professional Accountants —

Observance of independence — Basic Req. — All engagements
—> Firm should establish P & P — designed to provide it with R.A.

I_—I— —T__L I

[ts personal Experts Network Firm’'s
T Personnel




Contracted
Maintaiif Independence™

| 7
Communicate Identify + Evaluate

\)
Independence /\
requirement Circumstances Relationships

v — Create——]

To its personnel
— Threat to independence

Take Appro. action



ak

Eliminate Reduce
d

| Acceptable

Level

1T &
Applying ° Appro. To
safeguards withdraw
—> The firm should create a mechanism
|
| I et ]
Engagement Firm'’s Breach of Written

partners personnel independence confirmation of

compliance



2

Provide
relevant info
'
Client
engagement

J
Notify<
J
That create
threat

Circumstances
relationships

\)
Promptly

notified

\
P&P

J
At least
annually
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@ Acceptance and Continuance of Client Relationships and Specific @

Engagements =
. : New client e 1
F Bef: ti A tal info.
Irm — belore accepting < RS existing> cquire vital Inio
engagement ‘l
' | |
Integrity of client Competence Compliance
+ ¥
Capability To perform ‘ Ethical Reg. ’
2 engagement
Time ——
+

resource



Issues identified
= Where < 2 > Document issue resolution
Firm decides to

-

Accept Continue — client relationship
+

Specific engagement

— Matter —» Regarding — integrity of client

(1) Identity + Reputation — client’s Principal Owners

KMP
(2) Nat < Client operation Related Parties
ature
Business Practices 1w

| . Principal owners
(3) Info. —> Attitude —> client’s < MP

TCWG




A

Aggressive interpretation [.C. Env.
of AS

(4) Client —> Aggressively concerned — «assniiiigms-[.aw firm’s Fees
(5) Indication — Inappro. Limitation — scope of work

Money laundering
(6) Indication — client involved <
Criminal activities

(7) Rea < Proposed appointment — of firm
eason

Non - reappointment — previous firm

Firm
—> Any — conflict of interest <
d client

Properly Resolved — Before accepting



— Firm obtains Info. - would have caused to decline

J
If info. had been obtained earlier

\

P & P should include consideration of

|

| | I
| | Req. of Firm Possibility of
Prof. + Legal l withdrawing
L Resp. I To report ‘ | l
| ‘l_\ Engagement Engagement
Person (s) Regulatory +
) Authorities Client

Who made appointment Relationship



uman resources @
N

@

irm should establish P & P — Designed to provide it with R.A.
\)

That it has suff. Personnel with

|

—
Competence Commitment

To ethical principles

To perform in L Issue Appro. |

accordance with Report

| * ’ |

Prof. Legal Regulatory
Standard |

Requirement I



@ Engagement Performance

(1) Consistency in quality — through briefing of team
g |

W

Process for
Complying

| |

Engagement Reviewing
Difficult
(2) Consultation < > Matters

/\ Performance
! Contentious

Supervision  Training
Within
Discussion — Individual (s) < Outsid e> Firm

(3) Sig. Judgement —» Reviewed by - Q.C. Review

|
Appro.

Documentation



— Firm should establish P & P
J

To complete the assembly off Final Engagement File
\)

On Timely Basis —»|Generally < 60 Days

After the date of Auditor Report
E
‘
— Engagement Doc — Retained — Suff. Time pd.

\

No shorter than 7 years
h—
@Vlonitoring

Firm should ensure that P & P — Related to Sys. of Q.C.

B | | I

Relevant Adequate Operating effectively Complied with
\)

In practice




Monitoring
Firm should ensure that P & P — Related to Sys. Of Q.C.

| | | |

Relevant Adequate Operating effectively Complied with
\)

In practice




Topic: SA 220-“Quality Control for
an audit of financial statements”

Based on Q.C. Sys of a Firm (Previous Topic)
Q.C. policies pertaining to Audit engagements are decided by

engagement teams -
*Engagement partner — Responsible for Q.C. — as per SA 220

*As per SA 220 — Objective of Auditor —» implement Q.C. policies
+

Provide him with R.A.

l
| |

Audit complies with Issue Appro.
I * ] A d'tt L
Prof. Legal Regulatory e 2

Standards - Requirement—
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SA 220 — modelled — on lines of SQC.1

A 1 —11— | F

Leadership @Ethical @cceptance &@-luman ngagemer@onitaring
Responsibilities Requirements Continuance Resources performanc

for quality within of client’s
the firm relationships
& specific

Engagements



@ Leadership Responsibilities for quality within the firm on Audit
* Asper SA 220 “Quality control for an Audit of ES”

Engagement partner shall takeresponsibility

for overall quality offjeach audit engagement A>» to which he is assigned.

e —————— -
* Engagement partner's Actions + Messages to Engagement Team Members

?“

Importance of Quality Is essential in
Audit Quality of performing audit engagement

“




@
Importance of Audit Quality of NS
l —

Performing work Comply with [ssuing Team's ability to
that complies ficms Q.C. appropriate raise concerns
with policies Audit Report without fear
FL [ |
Professional Legal Regulatory
standards

-

- Requirements



@Relevant ethical requirements

(—‘%

Identify Reporting — Engagement partner
\) \)
Threat to independence To Relevant Person
\) \)
Safeguard may not be able to Within the firm
l__l_ \)
| . .
i iinats Rttt To determine a;L)pro. action
Acceptably | |
low level Eliminating the Withdrawing
activity /interest 3

Where legally
permitted



elationships and audit Engagements

@cceptance and Continuance of Client




@\ssignment of engagement teams

Engagement Team
It should be ensured < Aﬁ d?tor’ s expert > collectively

\

Who are not a part of team

Competent Capable

L—— To perform engagement as per —————J

Prof. standards Legal Regulatory

| |

Requirements



@ Engagement Performance
Responsibilities of engagement partner

(1) Direction [:Prof. standard
Supervision > Audit —> as per [—Legal —

Performance Requirement
— Regulatory |

(2) Appro. Audit Report
(3) Review — Audit Doc — Before — Issue of Audit Report

(4) Ensure — suff. + Appro. > A.E. - obtained

(5) Undertaking e Appro. Consultation< g:)fl?t(:e‘ﬁtious> Matters

(6) For — listed entities + where (Q.C. Reviewer Required




N T

Determine Discuss Until completion
J J of Q.C. Review
Q.C. Reviewer Sig. Matters A
Appointed? Not to date the
Auditor’s Report
— If Difference of opinion arise — engagement team
\)
Follow
\)

Dealin
Firm's P & P for < Bac ollvigng> Differences




@ Monitoring




Engagement Partner — Document

[

Issues Conclusions
\) \)
Identified w.r.t. On compliance
J +
Compliance with Relevant
ethical Req. Discussions
+
How they were

Resolved

Conclusions

\

Acceptance
+
Continuance of
client
Relationship

1
Nature
+

Scope
+

Conclusion
d

Consultation




Audit Engagement

Applicable All engagement

[—_T_J_l—__\

Audit Assurance Review Related

—  Engagements <

Leadership CEO + Managing Partner Engagement Partner

Responsibility | . Ultimate Resp. _ | v
for Quality > Overall Resp.

Encourages — Inner Culture —> Q.C. Sys. 2
. Eng. Partner

Persons Assigned —h—
’ . ‘ Actions Messages

Experience Ability : ‘ —> Team

Emphasis‘—> Quality
f \
Importance  Essential




Leadership
Responsibility
for Quality

- Quality —» lmpfrtance
(1) Complies
—
Prof. Legal Regulatory
(2) Comply - Firm - Q.C.P &P
(3) Issue — Appro. Report
(4) Team’s ability to raise concern

without lear




“sazz0

Ethical Code of Ethics —» llssued by ICAI
Req. r T T T |
Integrity Objectivity Prof. Confidentiality Prof. Behavior
Competence
+ Due Care

- Firms Personal

Independence <+—Experts

. Network Firms Personal




Ethical Req. Independence Same

|

[ )

Communicate Identify + Evaluate

J A

I )
Personnel Circumstances Relations
L* Threat to ‘-J
Independence
[ A )
Eliminate Reduce Law Level

e

Appro. Safeguard  Withdraw
Action




Ethical Req. (1) Mechanism — Relevant Info. Same
(2) Promptly Notify — Threats
(3) Atleast annually —» Written Confirmation

)
Independence

Acceptance & Before accepting Engagement Same
Continuance of A
Engagement Obtain info. — Client

l l l

Integrity Competence  Confidentiality
+ )

Capability + Time Ethical Reg.
+ Resources




Acceptance |Issues — ldentified

& X
Continuance | Document - How they were Resolved
of

Engagement | = Examples — Integrity of Client
(1) Principal Owners + Related Parties + KMP + TCWG

o ——— |
l —— -

Identify Business Reputation




Acceptance | (2) thure

& r 1
Continuance . . . |

of Clients Operations Business Practices

Engagement | (3) Principal Owners + KMP + TCWG

| |
I

Attitude
J

Aggressive Interpretation of AS

(4) Aggressively Concerned
3

Maintaining
\)
Firms Fees — Low
(5) In appro. Limitation — Scope




Acceptance Money Laundering
& (6) Involvement <

Continuance Criminal Activities
of

Appointment — Current Firms
Engagement ‘(7) Reason< e

Non-Reappoint — Previous Firms

—>» Conflict of Internet |

Firm Client
| l l l
Before Accepting After Accepting
v |
Properly Resolve | |
Prof. + Legal Resp. Withdrawal

¢
Report | |
—_ —— Client Relation

Persons Persons who made Regulatory
appointment




Human Suff. Personnel Same
Resources —t———
Capable Competence Committed
i

Ethical Principles

+

Perform Engagement

| : |

Prof. Standards Legal Regulatory
)

Requirement

+
Issue — Appro. Report




Engagement | Quality — Consistent
Performance 3
Briefing Engagement Team

\)
(1) Objective

Complying — Standards
(2) Process { Supervision

Training
(3) Performance Review - Method
| (4) Document —» Work Performed




Engagement | = Consultation — Prof. Level — — ¢

Performance e [—l

Difficult Contentious Within Outside
L Matters - L. Entity .
{F
With Expertise

= Sig. Judgement — Review — (Q.C. Reviewer

Complexity
—> Extent of Review {
Risk




Engagement | = Review — Does Not Reduce Engagement Partner
Performance A Responsibilities

Engagement Partner ——— L

Listed Entity  Other Engagement

= Q.C. Review N ——
’_l ' (1) Appoint — Q.C. Reviewer
T T (3) Date — Auditor Report
Mandatory Device Criteria l

After — Q.C. Review




Engagement
Performance

= Q.C. Report — To be issued
\)

Only After — Resolution of Diff.

. | | |

Eng. Those Eng. X
Team Consulted Partner Reviewer

= Q.C. Reviewer - Recommendation

\)
Not Accepted

.

Matter — Not Resolved
|

Consult
Another Firm Professional Regulatory

Practitioner




Engagement | = Completion of Final Assembly

Performance — | I
< 60 days < Limits of
d Engagement
AFTER
!}

Auditor’s Report
— Engagement Documentation

"
PROPERTY OF FIRM

T Law
Unless Specified {

Regulation




Engagement | = Firm — May make available

Performance ,—J— —
Portion Extracts

l—' Documentation ‘J

d
To Client
T

Provided
d

Does not undermine

| —
Validity of Work Independence

Performed [—l—‘

Firm Personnel




Engagement | = Retention Period

Performance T
Documentation
Other Engagement Audit Engagement
\) )
Period of Time > 7 Years
| )
Date of
For Longer
| Monitoring 4 I—J 1
Procedures Reg. Audit Group
| Report Audit
Report
Law Reg.
|




Qy

Monitoring |=>P&P Same
| ]; T ] = Document

Relevant Adequate Operating Complied Identified

Effectively 3 (1) Issues —[
In Practice T Resolved

Ethical Reg.
(2) Conclusions
Discussions } Indepencence

(3) Conclusion — Acceptance
+ Continuance — C(lient
Relation

(4) Nature

Scope % Audit
Conclusion







