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1.2 - Meaning of Audit Evidence as per SA 500

Audit Evidence (A.E.)
Info. Used by the Auditor — In arriving at conclusion — on which — Auditor’s

opinion is based
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1.3 - Types of Audit Evidence
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Types of AE — Depends up on
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1.4 - Relevance and Reliability of audit evidence
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1.5 - Sufficient appropriate audit evidence

1.5.1 - Sufficiency and Appropriateness are interrelated
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1.5.3 - Further, auditor’s judgement as to sufficiency may be affected by the factors such as:
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Auditor’s Judgement as to sufficiency may be affected by
Factors such as
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Materiality Size & Characteristic of
) population

[
Significance of Risk that the ES. as MM

| No. of items included in the

AJc. Disclosure & population
Balance Presentation v
Less A.E. required in case of
Prior to Audit smaller, More homogenous
To user of FS \ population but not vice versa
Consists of Components
Less A.E. Required 1
v Described @ Assertion Level
Assertions are less
material to the user [ |
of ES. & Vice Versa  [nherent Control Risk
Risk
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1.6 - Source of audit evidence
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1.7 - Audit procedures for obtaining audit evidence
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1.7.3 - Nature and Timing of the Audit Procedures

— Some A/c. Date & Other info. — may be available only in Electronic form

4

The Auditor can Request retention of some info.

d
Depends up on Entity’s Data Retention Policy

1.7a - Risk assessment procedures:

R.A.P. > Audit Procedure Performed — to obtain understanding of the
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To Identify & Assess
s

Entity Environment
RoMM 1C.
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Whether due to F/E
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1.7.b(i) - Tests of controls

Test of Controls (ToC)
An Audit procedure — Designed to evaluate — operating effectiveness of controls

Detecting(D)
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MM @ Assertion Level

1.7.b(ii) Substantive Procedures- Tests of details and Substantive analytical procedures
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Substantive Procedure

An audit procedure — designed to detect MM — At assertion Level
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1.8 - Assertions

Assertion — Representation by Mgt — Explicit — Implicit

that are embodied in ES
\

As used by Auditor to consider different types of
2

Potential Misstatement that may occur

Use of Assertions (Refer Ch.9)
(1) ES.areinaccordance with FR.F.
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As per Mgt. —» Explicit —» Implicit « Make Assertion

Disclosure Recognition Measurement Presentation

Of Various elements of = E.S. — Related Disclosures

Categories of Assertions about
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COT & Events A/c. Balance Presentation & Disclosures
Occurrence » Existence * Occurrence, Rights &
Completeness » Rights & Obligations Obligations
Classification » Completeness Completeness
Accuracy » Valuation & Allocation Classification &

Cut-off Understandability
» Accuracy & Valuation

If all aspects are covered — Auditor may describe them differently
Additional Assertions — In Special Entities — Laws & Regulation

\
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1.9 - Audit Trail / Audit Logs
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1.10 - Information to Be Used as Audit Evidence

1.10.1 - When information to be used as audit evidence has been prepared using the work of a
management’s expert, the NET of audit procedures may be affected by such matters;
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1.10.2 - When using information produced by the entity, the auditor shall evaluate whether the
information is sufficiently reliable for the auditor’s purposes, including as necessary in the circumstances:
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1.11 - Selecting Items for Testing to Obtain Audit Evidence
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1.12 - Inconsistency in or Doubts over Reliability of Audit Evidence
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1.13 n the work of a management’s expert
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1.14 - Evaluation of Audit Evidence
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2 - USING THE WORK OF INTERNAL AUDITORS (SA 610)

2.1 - Definition of Internal Audit Function
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2.2 - Ways in which the external auditor may make use of the function for purposes of the audit.
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2.4 - External Auditor’s Responsibility for the audit
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2.5 {Objectives|of the external auditor, where the entity has an
internal audit function
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2.6 {Evaluating|the Internal Audit Function
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2.7 - Circumstances When Work of the Internal Audit Function Cannot
Be Used
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2.9 - Circumstances in which the external auditor shall plan to use less of
the work of the Internal audit function and perform more of the work

directly
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2.11 Determining Whether, in Which Areas, and to What Extent Internal
Auditors Can Be Used to Provide Direct Assistance |
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The external auditor shall not use an internal auditor to provide direct assistance if:
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The external auditor shall not use internal auditors to provide direct assistance to perform procedures
|

Ankit Mundra Ankit Mundra Ankit Mundra

4-Audit Evidence Page 29



Ankit Mundra Ankit Mundra Ankit Mundra

The external auditor shall not use internal auditors to provide direct assistance to perform procedures

that:
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Prior to using internal auditors to provide direct assistance for purposes of the audit, the external auditor
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2.12 - Basics of Internal Financial Control and Reporting Requirements (A\ d l.thSQA
" Ch-3)
Internal Financial Control Distinction b/w Internal Control over financial reporting
Wider Term Narrower Term
v "
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3 - AUDIT SAMPLING (SA 530)

3.1 - Sampling: An Audit Procedure
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3.2 Meaning of Audit Sampling
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AUDIT SAMPLING
Application of Audit Procedures
\4
To less than 100% of items — Within a population —> of audit relevance
\
Such that all sampling units
\

Have a chance of selection

2

In order to provide the Auditor — with reasonable basis on which
2

To draw conclusion about the entire population
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3.3 - Population

Population : Entire set of DATA

!——‘——ﬁ

For which a sample is selected About which Auditor wishes to draw

\

Conclusions

— Auditor should select sample items in such a way
\4

That sample can be expected — To be Representative — of the population

3.3.1 - Characteristics of Population

Characteristics of population

V—’%

Appropriateness Completeness RENELIE
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3.4 {Sampling Unit
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3.5 Approaches to Sampling (Types of Sampling)

Approach to Sampling

!—‘—\

Statistical Approach Non-Statistical Approach
(More Scientific) (Neither Objective Nor Scientific)

An approach to sampling that has In this Approach —» Sample Size —>
Random Selection of items Its components — are determined on the basis of

+
Use of probability theory to
Personal Knowledge Experience

) of the Auditor
Evaluate sample Measure sampling '
Besiilts risk Characteristics > In most cases - A.E. - Not Conclusive —

Auditor Takes “Calculated Risk”

-3l5A) Sthistical Sampling-More Scientific VLN ANKIL Viunc

More appropriate when population to be tested consists of

Large volume of Transactions
Transactions Involving

!—k_lﬁ

Compliance Trade Receivable Vouching of
Testing Confirmation Invoices

3.6 Sampling Vs Traditional method of Auditing
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Factors to be considered

(1) Size of the organization under Audit

(2) State of I.C.

(3) Adequacy — Reliability — of — Books — Records

(4) Tolerable error range

(5) Degree of desired confidence

!—l—l—l—\

Cannot be Cannot give precisely It is a process of May have
100% accurate results estimation some errors
RENELIE

4-Audit Evidence Page 37



At Mu Ankit Mundra Ankit Mundr
3.7 - Approprlateness of Sampling Approaches

Appropriateness of Sampling Approach

Advantage of statistical Sampling

(i) The amount of testing (Sample Size) does not increase in proportion

y

To the increase in size of area (universe) to be tested

(ii) The sample selection is more objective & thereby more defensible

(iii) The method provides a means of estimating a minimum sample size — Associated
with a specific — Risk —> Precession

(iv) If provides a means of deriving a i.e. probable difference in result due to use of
sample in lieu of examining All the records in the group (Universe) — Using the same

Audit Procedure — Calculated Risk — Corresponding Precision(Sampling Error)

(v) It may provide a better description of large mass of data than a complete

examination of all the data, since non-sampling errors such as —» Processing —

Clerical Mistakes — Are not as large

Aucl:hi shouwdd WO Q;H'Qm?\— 4o vee STATIWSTIWCAL Sam?\sa

|
Avxothelw Sppioosa Audit- Sva ey,

L
&amp\f‘a Ta)\mc'oc

Nemoa«a Provtda newss oola so:hs%o-choﬂ No K-oowu-:bc\c

Lo,; Time Less 5%“\’

4-Audit Evidence Page 38



.\.ll- - ! l\.ll- - ! ll- -
L viundra WNKIL vViundra vILLIICL]

3.9 - Sample Design, Size and Selection of Items for Testing

< Sample Desian

wnen Q\b\'{c\nin;\ an -Au.ﬁ“' Scxm?\e, —_ A-\,A}-l-ol-t‘s Cons\deration

v >y > ¥ Y

Spedfic  GombinoXsen N oJsve Ae - poputation

puspose of hodod o ‘,,A' € ComPLeTE

4+o be Pyo wc\uves SOV KT
° L + YoXno 0

acnteved . . Dev)

hkdq Yo possible < MIssrareamnent

besd-

Ons e
(DU."I Fos&

The Auditor’s Considerations for the purpose of Audit Procedures Includes

A Clear Understanding of In considering the characteristics of MNun
) population for o

What constitute a deviation |
2

So that all & only those ToC

conditions that are relevant \—y—,

are included in evaluation of The Auditor makes on Assessment of the

!—kﬁ s

Deviation Projected of the Expected Rate of of the Expected
Misstatements Deviation Misstatement

y !—LI
Based on Auditor’s

I Understanding of 100% Use of large

Design an Audit Sample Determine Sample size Relevant Control to Examination sample size
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3.9.1A - Stratification and Value-Weighted Selection

Stratification & Value Weighted Selection
SA-530 provides guidance to the Auditor on the use of:
(A) Stratification (Division of Something into Group)

(i) Audit efficiency May Improve — If Auditor Stratifies a population — by
dividing it into — Discrete Sub-Population — Which has an identifying
characteristics
Objective of stratification —» To reduce variability of items —» within each
stratum group
.. Allows sample size to be reduced — without increasing sample risk
If > CoT — A/c. Balance — Has been divided into station
Projected misstatements from each station — Are Combined when

considering the possible effect of Misstatement on Total —» CoT —> A/c. Bal.

(B) Value Weighted Selection
- When Performing ToD — It may be efficient to identify sampling units as
Individual Monetary units — That makes up the population
Benefits : Sampling units Audit efforts is directed
\2
To Larger Volume Items

\

Because

|
| |

They have a greater chance They can be in smaller sample size
of selection
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3.9.2 - Sample Size

Sample Size
(1) The level of Sampling Risk — That Auditor is willing to accept
\
Affects the sample size Required
Lower Risk <> Greater Sample Size & Vice - Versa
(2) Sample size can be determined by —» Statistically based formulae — Exercise of
professional Judgement
(3) When circumstances are similar —» The effect on sample size of factors — which

have an effect on determination of sample size — will be similar in — Statistical »

Non-Statistical - Approach
(4) Factors Affecting sample size for — ToC — ToD

ol
D Greadme ReuAvce —>  Gouolun extent ot Vol

on Y C
IR\ evaie Radel 6 VLSS L 0 sevoplelisigeindra
TDEVIATION

2 1 Expecked Roka of —> T Sample Siae
D ewioIan

") P pesised Wl of ————= A Somple S'\ac.

Ass vvonca

5 A Homoacnoos samr\i«a ot —» NO EFFECT

Tod

D 2~ RoMm — T Somple S\aé-

.\.l'- - I- .\.l'- - l- .\.l'- -
[ Iviundra vILLIICLT e WKL Viundl
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2) * Substantive 5 TodD —— v Sample Sizc
Procad uies sp —1

4) T Toexable Plisctatement ——» 4 Somple Sige

PoFu.Lolﬁoﬂ
& No-of Sam?\.inﬁ omts —» NeqLable crfFecT
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3.9.3 - Selection of Items for Testing

Selection of Items for testing
— Statistical Sampling — items are selected in such a way

\)

That each sampling unit has a known probability of being selected
— Non-Statistical Sampling — Judgement is used to select sample
— Itis important that Auditor Selects
)
Representative Sample

\

to avoid bias

3.9.3A - Sample Selection Methods

Method of Selecting Sample

|
| | | l |

Random Systematic or Haphazard Sampling Block Monetary Units
Internal Sampling 2 Sampling Sampling
Sample is selected J
Items in population without following Selection of Type of value
are divide on the structured techniques Block(s) of weighted selection
basis of sample size & does not involve Contiguous
(Eg.: Every 50t Item) judgement items Sample size,
Evaluation, selectio
based on monetary
amounts

Sample Random Sampling — Items selected by using
random number table — Appropriate when items are
similar & in reasonable range

Stratified Random Sampling — Items are selected from
strata — Appropriate for highly diversified population
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3.10 - Performing Audit Procedures

Performing Audit procedures

(1) Auditor should perform Audit procedures — Appropriate to the purpose — on
each item selected

(2) If Audit procedure is — Not Applicable — Audit procedure is not be performed on
— replacement Item

Designed Audit procedure (Point-1)
If Auditor is unable to apply -

i Suitable alternative procedure (Point-2)

On Selected items
J

The Auditor shall treat that item as
d

‘Deviation from prescribed control’
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3.11 - Nature and Cause of Deviations and Misstatements

Nature & Cause of - Deviation & Misstatement

In analyzing the — Deviations — Misstatements — identified
X

The Auditor may observe that — many have common features — then Auditor may

S B gl |

Identify all items in Extended Audit May indicate the
population Procedures possibility of Fraud
\2
That possesses that To those items
common feature
_ Investigate — Nature & Causes of Deviations

.. Auditor should <
Possible effects on Audit

If Anomaly is discoursed — Obtain Certainty — Deviation —» MM — not representative

of population
May be excluded in projecting MM — However — Effects are to be considered — If

uncorrected
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3.12 - Projecting Misstatements

Projecting Misstatements

> The auditor is required to ‘Project Misstatements — for the population
\2

But this projection May not be sufficient

When a misstatement has been established as an ‘Anomaly’
2
[t may be excluded when projecting misstatements
\2
However its effects still needs to be considered
S
For ToC ToD
\2 \2

Auditor shall — Project Misstatements No Explicit projection of Deviation

1 II---. .1 i 1 III .1 i 1 III
L | L ! 1 L | % ! 1 L | %

3.13 - Evaluating Results of Audit Sampling
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Evaluating Result Audit Sampling

The Auditor shall Evaluate:
(a) Result of Sample

(b) Whether the use of Audit Sampling has provided a Reasonable Basis

For ToC

\2

Unexpected High Sample Deviation Rate
s
May lead to an increase in assessed RoMM
2
Unless further A.E. Substantiating the initial
assessment is obtained
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for conclusion

2
About population that has been tested

ToD
2
An Unexpected High Misstatement Amount
in a sample
2
May cause the Auditor to believe that —
CoT — A/c. Bal. > is MM
2

In absence of further A.E. that no MM Exists
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4. - AUDIT EVIDENCE-SPECIFIC CONSIDERATIONSFOR SELECTED ITEMS
(SA 501)

Audit Evidence — Specific Considerations for Selected Items (SA-501)

—’_k—

Existence & Conditions Completeness of Litigations Presentation &
of Inventory & Claims Involving the Entity Disclosure of Segment

Info. In accordance with
opp. FRE

— Objective of Auditor — To obtain Sufficiency + Appropriate A.E. - Regarding
— Inventory:
(i) Attendance @ Physical Inventory Counting — Unless impracticable

L ¢ u0doXs — M%\-.'s Tosteuon
s Dbseyve — ?ei?c-( Mon

— \'nspc&l- —_— \1\\)&«\'5-:3

Mun N Pev men,_ ——'ll'\"gs\l'l Count™

5 o i
\ i L |
L | il | 4 %

(ii) Performing Audit Procedures — Over Entity’s Final Inventory Records

R) Obsctu'\ra —s com P\iomu, — \*\&4 sraucksons
(") Obtedn t\& —Ae — Ma),- couny ?xowzku\e

4.5 - Matters Relevant in Planning Attendance at Physical Inventory Counting
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Matters Relevant to Planning Attendance @ Physical Inventory Counting

* Nature of Inventory
Stages of W/P
RoMM of Inventory
Nature of IC
Timing of Counting
Entity Maintains — Perpetual Inventory System?

4.6 Physical Inventory Counting Conducted other than at the Date of the Financial Statements
Physical Inv. Counting — Other than the date of E.S
Auditor Shall —» Perform — Above Mentioned Audit Procedure + Additional Audit
procedures to obtain Sufficiency + Appropriate A.E. about A in Inventory

4.7 If the auditor unable to Attend Physical Inventory Counting due to Unforeseen Circumstances

If Auditor unable to Attend Physical Inventory Counting
2
DVE to Unforeseen Circumstances

)
Auditor shall

Make / Observe Perform Audit Procedures
\2 2
Some Physical Count On Intervening Transactions

\

On an alternative Date

4.8 Attendance at Physical Inventory Counting becomes impractical

Attendance of Physical Inventory is Impracticable
Auditor Shall:
(i) Perform — Alternative Audit Procedure

\
If not possible — Modify as per SA 705

(ii) General Inconvenience to Auditor — Not sufficient Reason

4.9 - When inventory under the custody and control of a third party- What will the auditor do?
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- When lnventory — Material is under the — Custody - Control — of a3 Party
Auditor Shall

Request Confirmation Perform — Inspection —
from the 3 Party — Qty. Other Audit Procedure
— Condition appropriate in the

circumstances
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4.10 - Litigation and Claims

Litigation & Claims
Auditor shall — Design — Perform « Audit Procedures

Inquire Review Review
| \2 \S
Minutes of Meeting Legal Expenditure

Others within

the Entity ‘

TCWG External Counsel
+

Legal Counsel

If Auditor assess a RoOMM — Regarding Litigation / Claim
\

Communication with Entity’s External Legal Counsel

Seek Direct
Communication — through Letter of Inquiry

\

With Entity’s External Legal Counsel Law Regulation Professional Body

— In Certain circumstances

Meet External Legal Council

Prohibits - Communication —»
Perform Additional Audit Procedure

— Request WR. —» Mgt. » TCWG — that all - Known — Possible — Litigation
have been disclosed
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4.12 - Segment Information

— Segment Info.
Auditor Shall obtain — Sufficiency + Appropriate A.E. - Regarding

L | A

| ' | Presentation Disclosure

Obtaining an Performing

of Segment Info.
understanding of Analytical & ‘

Methods of  procedure OR other

determining Audit procedure
Segment Info.

In accordance with app ER.E.

Evaluating — Such Methods —
Likely to result in disclosure

Test of Application — of Such Methods

4.14 -JAuditor’s fesponsibility regarding the presentation and disclosure of segment information

v
Not 9U-¢]u1°9ud — 4o pecfoirm — A«Mfmuc\uics

Mundr 1 OM-STAND ALONE . Rarls |

4.15 Understanding of the Methods Used by Management

Methods used by Mgt.

J
Depends up on Circumstances
« Example of Methods

(i) Sales, Transfer, Elimination of Inter-Segment Amount
(ii) Comparison with Budgets

(iii) Allocation of - Assets — Costs — Amongst Segments
(iv) Consistency with prior periods
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5. - EXTERNAL CONFIRMATIONS (SA 505)

‘External confirmation’ SA 505

\2
A.E. — Obtained as Direct Written Response — To the Auditor

\
From a 3rd Party (Conforming Party)

\

Types of External confirmations In

* ‘+'ve confirmation Request — Confirming

Party Responds-Agrees/Disagrees Paper Electronic Other

‘-’ ve confirmation Request — Confirming \ Form /

Party Responds — only when — Disagrees
» Non Response — failure to Respond

sought
* Exception — Info < >are different

obtained

5.5 - External Confirmation Procedures adopted by the Auditor to Obtain Audit Evidence

) Derexmine —> Tnfo: —> 2o oe ) ?Qx‘\j

Y S diding — Ao’ QA&G'M\;;\& oscg kit Munds

W ‘Dcsaanina—a, confivmadlion  Sequast
P‘Ko?vdl Qbft\-o.iﬂ
oddrwssed Rebuen Infe:

Designing Confirmation Request : Factors to be considered
(i) Specified Identified RoMM — Including Fraud Risk
(ii) The Layout & Presentation of Confirmation Request

(iii) Prior Experience of Audit & Similar Engagements
(iv) Mgt. - Authorization — Encouragement — to Confirming Party
(v) The method of communication

(vi) Ability of intended confirming Party — to confirm
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Mgt’'s Refusal to allow the auditor to send a confirmation Request
The Auditor shall :

(1) Inquire as to Mgt's — Reasons for Refusal + Seek A.E. — Validity —»
Reasonableness

<1t Mundra

(2) Evaluate the implications — of Mgt’s refused

(3) Perform — Additional Audit Procedure

If Auditor concludes — Refusal — Unreasonable — Unable to obtain — Reliable —
Relevant — A.E.

Communication with TCWG — as per SA 260

3 Negafive COV\.\»\GMJJLO‘QQ

v ° ~ ] o .
J Ly Less Fovsuo.s\ue “on -ve' confvreXson

L Audk:h‘ SHALL MNOT uvse 0s SOLE Substanhve

Proaciurte — ON LESs:

Vv Y & 3
YaXron ompnses  Lowd N OF Cuoods
Lgu:’l N Pu J x U-F\'i o) of cixeurn stanud
I ] - ! c d'cd
Anki™Mundra Ankit Mundga =pe

\ nRecdghentira

) - d)
\Syespay
Qea(ﬁ»ﬂ’

5.8 - Evaluating the Evidence Obtained . Nox
sovide RAR A-G
AudiHo€ —» TVRWoXe — RequJ:’<: proves

L
mo.a cakegovise o folowe

Hign TC A e Bal: TvongoKion Cosdihon

pes fotmi tg FaP necma
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6. - INITIAL AUDIT ENGAGEMENTS - OPENING BALANCES (SA 510)

Initial Audit Engagement - Opening Balance SA-510
\

An Audit Engagement — In which — Either — ES. for the prior period

Were not Were Audited
Audited y
By a predecessor Auditor

6.3|Objective]of Auditor with respect to Opening Balances—in conducting an Initial Audit Engagement

1
v

Opertag ool — contuln Mm Appro ;}ll’ Poticics
Affey C M- FS- Open - el

Lonsisten .
aPP!IdM QPT t‘
Mundra \nk “-ﬂll"A.&i;:m-Kc, PMJMB\QJM !

6.4 Obtaining sufficient appropriate Audit evidence about opening balances by the Auditor

Auditor should obtain — Suff. + Appro. A.E. — Whether Op. Balance —
Contains MM — That Affects C.Y.ES.

Prior Pd ES. Opening Balance Reflects Performing the following
\ \
Correctly B/f Application of Appro. A/c.
Policy

| | |
Prior Pd. ES. Evaluate Audit Performing
3 Procedure of C.Y. y
Were Audited? . Specific Audit
Provide A.E. procedures
Relevant to

opening Balance
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[f misstatements are found — Communicate to Mgt./TCWG

As per SA 450 ‘Evaluating the Misstatement Identified during the Audit’

6.5 - Procedures adopted by the Auditor to Obtain Audit Evidence regarding opening balances:

6.5.1 Nature and extent of Audit Procedures e——p )ePeﬁO‘S \ \LP-Q-Q

¥
Alo Paud.u. Nal'w—u. op \b&& Trio? Pd- Fs-
)’ N7 ~b' v J Y
Jos wed  CoT Ale Disdosuie S\an\Locmw Audited ?
2ol \?
- cY Fs. ©f So
Ro™MM v

Modiﬁecp
o-Pinioﬂ

6.5.2 - If the prior period’s financial statements were audited by a predecessor auditor

\J)
c-\ Auchm—»-vc ob\-o.m-—>30('('+/’q>‘° Ae
t Mundra Ankit Mundra \, 1" Mundra
\ ‘\'h;,co‘:\es
QEUSH
P Al
Audided Fs Ot+hex Relavoemnt Docs.

> O*(d)'.mxf\y —> C'V: A-ugdﬂ-o*( —_— F\acc $elionce
\/
Ercept

N
Poss'l\:i\.!h-' of MM

Aesels Non - Gasseny <: Assc,\-s

- C v tn"' L‘ Q\D 'u \1 es Liab\\.d‘\ es

— Some A & Moy be ostained [ - PPe

Mundra Ankit Mundra Ankit Mundra
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— Some A & Moy be ovtained | -7 PPE <
v Invesrmen' .
c M- Avdur Pscocsdures Long-Teym — Txamine
Dot <« A\C« Otnex
— ¢\ Audut Prowduxes Recowds Tnfo
\"
prouide ii“—\e- Ae - Ce¥YOun COses
0‘:- Ihven-\w:m' Th'(o\a'h C-onf-h'mohén
Y
— AddNonal Aodit Prowsduxe Thixd Paghes
= Obsewe,t: prwysicod coont
Rewonu\wolaon
Ly Voiwolion
GP-
L= Audft Prowwduwre cot-o fif
A -1(1“.‘6: —lCo\hsutleH:'v:'c#*Accounting Policies relat}h.gmtjz;‘o:plen\i\hé !n!ala]ﬁcels‘l Ankit Mundra

APPHO Alc Povues
"

LoNnsl $‘\'C‘D‘\’\J7 o ‘P‘H\UO eﬁ
Aa.oi:m‘ltc’ PM;M bisd;s”

E— A\Ld;:l'o'( wondwudes —r Po\idcs NOT (ONSISTENTLY APPLED

J' — 2N foudcs NOT PROPERLY Accouned

Quolified /Adveise —> Opinion —» SA 305

6.7 Reporting by the auditor with regard to opening balances

Ankit Mundra Ankit Mundra Ankit Mundra
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Avditor —» UNARLE TO ORTAIN — Soff -+ APpro-A'e '

QuoLified Disdos veX
L> opinion «—

Auditos —— conaudes LosTANED J—> Soff- - Appw-Ae

/\
Quakitied Advexse
L Dpinion )

Ankit Mundra Ankit Mundra Ankit Mundra

Ankit Mundra Ankit Mundra Ankit Mundra

udit Evidence Page 58



7.- RELATED PARTIES (SA 550)

Meaning of Related Party (SA-550)

Related Party - SA 550
As per app. ER.E. Minimal or No Requirement as per ER.F

| | ‘
As person/Entity Another Entity over which Another Entity that is
\2 \2
The Reporting Entity has Under Common Control
\
With Reporting Entity

Significant  Control Significant

Through Having
Influence Influence
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Directly Through One / More
Through One / More

Intermediaries Indirectly
v |
Over Reporting Entity

Intermediaries

Directly Indirectly

Through having

Common Owner Close Common Key
Ownership family Members Mgt.

— Entity under Common Control of State — Govt.
\2

Are Not Considered as related Party
y

Unless

They engage in significant Share Resources to a

Transactions significant Extent

7.3 Meaning of control and significant influence in reference to related party

Contiol —y pouwdex o Govern <“2“0:0i0-0 > ?cbucs
pecotiny

oF on Enh)ﬂj

~To outoin &em.‘gA—s lvovn oS3 uities

ownexsn) r
s\'dn‘i fecont Tofluenw —> Gained ':a Sratore
Heament

\
\
0 2 Hnonaad .

Powe¥ YO Pons\-\u\w&c, < 0\31101#1&> Fciucs
od an ‘éﬂ*‘f‘a
AuY NOT Cont~o) oveX +these poucres

.\.l'- - I- .\.l'- - l- .\.l'- -
vILLTICLT WK1 (vViundra WKL Viundl
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2 Sxistence—s of “D\\O\o?f& Qe\oI(orshTP—>\ndfc0.b-

Cont%0) nvFicony
a T nfluerks

1> Dised-

%quﬁa Ho\ding +— OexX Fin- Tntrexest
Tnrdixeck 8

o Tewq
n) E)e'm& pood of < K MP
I Close Fam’ly Membeys

v) sanif-{c.cm\- Busimess  Relafion sWip

7.4 Meaning 011 Related Partieslwith Dominant Influence (®- 1')

Mgt
moy be N o position —s 4o exext b-I-<

Ankit Mundra¥ Ankit,Mundra nkit “a]Lmu |
should be corsidesed —> RaP-(sA X1

7.5 Meaning of|Special-Purpose Entities|as Related Parties

J
Cextoan crsuunnstonces — moﬁ be Reloked Poua

B ecouse e ‘mhﬁa mo.a—v IN Sulas‘\'ANC—e (o nYeo) W
¢uen ¥ owns <""m° > aqw%a

None

7.6 Nature of Related Party Relationships and Transactions

Mamy RedoJocl Po)d'a—f-(msa&io ns — Novmald iﬂoist of Business

MOC‘j caﬂa NO HIGIER RISk OF MM

7.7 Understanding the Entity’s Related Party Relationships & Transactions

Audifor shall —> Tnquive Mgt
Ankit Mundra Ankit Mundra Ankit Mundra
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X C(ontwols — fos Relaked ?o.:d't.( Tvarsoons
Avditos shall Tquave <:"a"'

‘L O¥ners v Yhn enﬁhr
¢stablshed Co'n‘\:o'o\s ‘o

| . l | P v | |
Milﬁdlﬂ”“f'ﬂ'mguﬂ{- B\:dﬁo"sk'l .\"Ml\lﬁ&iizg Arpp-tooc,‘wlx'l Mundra

qnikicont
LRelaJ-ed Po.n.\rv., ‘_:/Sén : —
K7 I Y. _r‘YOﬂSaCnoﬂ A“"G e ment
Rdaﬁonsmp —ansadions L ‘E}
L wlene—— \ra —
v Rdoknd Paxdy  Oudsde -1 Business
App- FR-©-

7.8 Considerations specific to]smaller entities|by the auditor

J
Controls — Less Formok
-
No bowmen-\-&d ?’&O&S&

-+
Imeeosed Risk
— Audditox o
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8. - ANALYTICAL PROCEDURES (SA520)

Analytical Procedures:

(1) Evaluation of Financial Info - through analysis of Plausable Relationship among

%—‘—!

Financial ———— Data ———— Non-Financial

(2) Analytical Procedures include —» ‘the consideration of comparisons’
2
of Entity’s financial info.

\

with & as well as considerations

7 R R S I

Industry Similar Expected results Client / Auditor
Data prior period using Non-financial Determined
data Data Expected Results

8.2 Scope of SA 520

— Muditots vse of A—noljhioﬁ Procedure

T+ deods | As sAP
1K 11 "‘-\;n'{;h:'_ \nkit Mundra \nkit Mundra
L, Proccluges —> Neot the end of Audak

Objectives of SA-520
(1) To Obtain —> Relevant —» Reliable —> A.E. — when using SAP

(2) To — Design — Perform — Analytical Procedures — Near the end of Audit — to

assist — in forming overall Audit Conclusion
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Purpose & Timing of Analytical Procedures

(e18) It was — Comparisons — Relationships — to assess — Reasonableness of Data

!—J—\

A/c. Bal. Other

(2) These are helpful — in detection of

!—k—l

Unusual State of affairs Mistakes in A/c.

(3) The overall test can be extended for making — Inter — Infra — Firm Comparison
—» of trading result

(4) If MM are found — Auditor would

!—‘—V

Ascertain the reasons Assess whether A/c. has been manipulated

Timing of Analytical Procedures

v v "
P'am“?f‘a Prase —\'esh"na Phose Completion Phse

Dundexstrend \ kit Mundra \ kit Mundr

Lsclient Pousmess

> \den Wiy

(83 poten+ial Risk

@ Deresmine
Lyn,e 7 of Othel
Audit Ruowduxe

(® vse

Ly i DATA
L, Non Fin TNFO-
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8.4 Substantive Analytical Procedures

Substantive Analytical Procedure (SAP)

> Substantive Procedures @ Assertion Level

I
I I |

ToD SAP Both

»  Which procedure to perform — is based on Auditor’s Judgement of Eff. & Eff. of —

Available Audit procedures —> to reduce risk @ acceptably low level

»  Auditor may Inquire Mgt.
I

I l

Availability Result of Analytical
+ > of Info. procedures

Reliability performed by Mgt.

> Factors to be considered

(1)  Availability of Data — Relevant & Reliable

Disaggregation Breaking Down of Data — Degree of Disaggregation in available data

A/c. Type Income St. — Predictable — as gives accumulated transactions

B/s. — Net of transactions—> at a point of time — Subjected to
Mgt. Judgement

Source — Some Sources (Routine) are better than others (Non-Routine) & SCoTs

Predictability —> Better

Nature of Assertion —> More evidence for assertions

Inherent Risk or WCGW — Consider nature of RoMM in order to determine. If
SAP can be used to obtain A.E.

»  When inherent Risk is Higher — ToD is to be designed

»  When Significant Risk has been identified — A.E. from SAP unlikely to be

sufficient
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Techniques available as SAP
(1) Trend Analysis e C,omﬂ\on\\' (& 13 ed +!chh\c|0 e
¥3 Ratio Analysis

(3) Reasonableness Test (Rely on Non-financial Data like interest rates to estimate

interest incomes, etc.) —4 Pnlike Tvend Ano.\ysis

(4) Structural Modeling (Constructs a statistical Model from financial & Non-

financial data of prior A/c. period to predict current A/c. Bal.)

(Eg. Linear Regression)
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8.7 - Analytical Procedures used as Substantive Tests

Analytical Procedures used as substantive Test:

Designing Alone
When / \ SAP Either / e \ Auditor shall
\ ] / \Combmatlon
Performing with ToD

| |
(1) 2)
Determine the suitability Evaluate the Reliability of Data
{
For given assertion Taking A/c. of
¥ !

Taking A/c. of | | ‘ |
| Source  Nature Relevance = Comparability

[
Assesseld RoMM I— of Info. & Controls Q
i 2

For these assertions Over Population

l |
(3) . Amounts
Develop an expectation of/ Determine the amount of any

Recorded \R ti difference
1 atios l

To evaluate whether of any recorded amount from
\ expected value that is acceptable
Expectation is Sufficiently without further investigation
precise to identify
misstatements

1) Suitability of SAP for given assertion
— SAP — generally more applicable to large volume of transaction — that tend to be
predictable over time

— Applicability of SAP —» is based on expectation that

|
Relationship among Data Continue in absence of known
Exists conditions to the contrary

» Suitability of SAP —> depends upon Auditor’s Judgement
— Sometimes ‘unsophisticated predictive Model’s —» may be effective (No. of Employers

x Rate / Employee = Total Payroll Cost)
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» Different SAP provides different levels of Assurance —» some provide
|
| |
More persuasive A.E. Less Persuasive A.E.
(Rental Income of But may provide useful corroboration
Building = No. of
Apartments x Rental If used in combination with other
Rates x Vacancy Rates) Audit procedures
(Grass Margin % as the means for
confirming Revenue figure)

— The determination of Suitability — Depends upon
|
| |

Nature of Assertion Auditor’s Assessment of RoMM

2) Extent of Reliance on Analytical Procedure

Following points are relevant for determining whether data is reliable for the purpose of

designing SAP :

(1) Source of Info. Available (more reliable if from Independent Source)

(2) Comparability of Info. Available (Industry data may need to be supplemental to be
comparable with Entity that sells Specialised products)

(3) Nature & Relevance of Info. Available (Budgets have been established as a result to
be expected rather than goals to be achieved)

Control over preparation of Info. — that are designed to ensure

Completeness Accuracy Validity

(3) Evaluation of whether the expectation is sufficiently Precise

RoMM Includes

|
| | |

The Accuracy with which The degree to which The Availability of Info.
the expected result of Info. Can be |
SAP can be predicted disaggregated | l
Financial Non-Financial

(4) Amount of difference of Recorded Amounts — from —» Expected Values
|

That is acceptable — without further investigation

| Materialit
y
In influenced by / \ With the desired level of assurance —

\Consistenw / Taking A/c. of possibility that a

misstatement — May Cause F.S. to be MM
|
| |

Individually Aggregate
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SA 330 requires Auditor —> to obtain —> More persuasive A.E..
\
If the Auditor’s assessment of Risk is Higher
Accordingly —> As assessed Risk Increases
\2
The amount of difference considered acceptable — without investigation
y
Decreases

\

In order to achieve the desired level of persuasive A.E.

Investigating results of Analytical Procedure

(1) Its fluctuations

(2) Relationships that are in consistent with other relevant Info.

(3) That differ from expected values by significant amount

Auditor shall

!—l—l

Inquire Mgt. + Obtain Appro A.E. Performing other Audit Procedures

A \2 ;
Relevant to Mgt’s Response As necessary in the circumstances [RS8 viundar

\ 2

By Auditor’s Understanding of — If Mgt. Is unable to provide an

Entity — Its Environment explanation OR A.E. obtained for

2 explanation is not adequate

With other A.E. obtained during

the course of Audit

8.13 Analytical procedures that assist when forming an overall conclusion

M | Conddwsions| d¥auwon From Ana).L(ch& Prouduves
)

TIntended to cowvobovare
\)

Condwsions formed — okmm& o+ of j:nc‘sw\ckmﬂ

Com Pone*n’l’ G.Icmeni'
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