Audit Short Notes - Chapter 8

Form of Opinion
Unmodified when the auditor concludes that the FSs are prepared,
opinion in all material respects, in accordance with the AFRF

Modified Opinion

SAAE Obatined

If the auditor concludes that, based
on the audit evidence obtained, the

FSs as a whole are not free from MMS;

Or

Unable to
obtain SAAE

is unable to obtain SAAE to conclude
that the FSs as a whole are free from

MMS,

the auditor shall discuss

Discuss the matter with MGT
and,
w Fasssp;::e;ai:ed do not ;chie\re
presentation fair ) _sh_all. determine wheth_er
frameork presentation, ) itis neces.salry 1.:0 modify
Detemine the opinion in the

auditor's report in
accordance with SA 705

When the FSs

the auditor is not required to
achieve fair presentation.

evaluate whether 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

are misleading,

communicate it in the

auditor's report.

True - Factually correct information which

conforms with accounting standards and relevant legislation, and
agrees with the underlying records.

Fair - Clear, impartial and unbiased information

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.

Auditor’s Report

The auditor’s report shall be in writing.

This SA- 100 requires the use of specific headings, which are
intended 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
e  Other Reporting Responsibilities
e Signature of the Auditor
e Place of Signature
e Date of the Auditor's Report
Elements of Audit Report
| Title and Addressee |]
I 1
Title Addressee
| f —! ;
A title that Addressed, as LR or TOE may |Normaily addressed to"
clearly indicates | appropriate, specify T
that it is the I I those for whom the
report of an based on the Law, regulationor  report is prepared,
independent circumstance the terms of the |
auditor. s of the engagement may  often either to the
engagement. specify 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
Identify the entity | financial statements have
been avdited;
: State that the FS have
FS Audited been audited;
Identify the title of each
Identify the title statement comprising the
The : p
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.

!

We have audited

<~

m the accompanying Standalone Financial Statements of
Loss, including the of Other Compref Income,
the Cash Flow Statement ond the Statement of Changes in Equity

Reliance Industries Limited (“the Company"), which comprise the
1 for the year then ended, and

Q‘S Bolance sheet os ot

March 31, 20 , the Statement of Profit ond

notes to the financial statements, including a summary of significant accounting policies and
P ry infor

other
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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.

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 (ICAIl) 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 ICAl'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

o KAMis to be communicated in case of Listed Entities or When
required by Law or requlation or When auditor decides fo
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 FSs."

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 control
© as management determines is necessary ‘o enable the
preparation of FS that are free from material
misstatement, whether due to fraud or error;
e Assessing the
o entity's gbility to continue as a going concernand
o whether the use of the going concern basis of accounting is
appropriafe
o as well as disclosing, if applicable, matters relating o going
concern.

0ver)sigh1' of the financial reporting process. (Under Mgt. Respo

onl

ThiZ section of the auditor’s report shall also identify

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

e  whenthose responsible for such oversight are different from
Management.

In this case, the heading of this section shall also referto "TCWG" or
such term that is appropriate in the context of the legal framework
applicable fo 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 L 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 ||
1

L 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

l State that misstatements can arise from fraud or error |]

I 1 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
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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 judgementand
maintains professional skepticism throughout the audit; and
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
to 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.  Toobtain an understanding of internal control relevant
to the audit in order fo design audit procedures that are
appropriate in the circumstances.

iii.  To evalugfe the gppropriateness of accounting policies
used and the reasonableness of accounting estimatesand
related disclosures made by management.

iv.  To conclude on the

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

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

o state that, from the matters communicated with TCWG,

o the auditor determines fhose matters that were of most
signiffeance 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

I T
Within the Body of the  Within an Appendix to
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 ar
report contain a clear reference national auditing standards
to this appendix expressly permit the auditor
to do SO.

1
Reference to a Website

Other Reporting Responsibilities in the
Auditor's Report
1

Reporting in addition

Heading'

Report on Other  or otherwise as

. to the auditor's Legal and appropriate to
to events or conditions that may cast responsibilities under Regulatory the content of
ShAs Requirements the section

signiﬁcqm' doubt on the enﬁ‘ry's ability to
continue as a going concern.

The Auditor’s Responsibil.iﬁes for the Audit of the FSs section of the
auditor’s report also shall:

Signature
The auditor’s report shall be signed The report is signed by the
auditor (i.e. the engagement par+ner) in his personal name. Where

a. State that the auditor communicafes with TCWG reqarding, the firmis appointed as the auditor, the report is signed in the
among other matters, personal name of the auditor and in the name of the aud/t firm.
o the planned scope and timing of the audit and
o significant audit findings, The partner/proprietor signing the audit report also needs to
o including any significant deficienciesin internal control that mention the membership number assigned by the Institute of
the auditor identifies during the audit; Chartered Accountants of India.
b. For audits of FS of listed entities,

o State that the auditor provides
o TCWG
o with a stafement that the auditor has compliedwith
relevant ethical requirements reqarding independence and
o  communicate with them
m al relationships and
m  other mattersthat may reasonably be thought to bear
on the auditor’s independence,
m  and where applicable, related safeguards, and

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 report 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:

(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 requlations applicable to the enﬁ'l'y.) b.

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

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

I+ 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 atfested/certified by them. Accordingly, an auditor is
required to mention the UDIN with respect to each audit report being
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: 20037320AAAAAHTT11

Auditor’s Report Prescribed by Law or Regulation

Sometimes, law or requlation may require the auditor fo 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. Afitle.
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.

d.  Anidentification of the entity’s FSs that have been audited.

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 ICAI

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.

j- Avreference to Standards on Auditing and the law or requlation,

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.
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