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1. MEANING OF ETHICS — A STATE OF MIND
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2. NEED FOR PROFESSIONAL ETHICS
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3. PRINCIPLES BASED APPROACH VS RULES BASED APPROACH TO
ETHICS (ETHICAL OR LEGAL)
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4. FUNDAMENTAL PRINCIPLES OF PROFESSIONAL ETHICS
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5. INDEPENDENCE OF AUDITORS
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6. THREATS TO INDEPENDENCE

Threats to Independence
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7. SAFEGUARDS TO INDEPENDENCE

Safeguards to Independence

(i) Always be & appear to be Independent
(ii) Havel, O, PS

(iii) Consider threats to his Independence
(iv) Desist from the task or put in place safeguards
(v) Ifunable to fully implement safeguards — must not accept work
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8. PROFESSIONAL SKEPTICISM

Professional Skepticism (PS) — Attitude involving
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9. AGREEING THE TERMS OF AUDIT ENGAGEMENTS

Agreement on Audit Engagement Terms
d
In writing —» as per SA-210 “Agreeing to the Terms of Audit Engagements”
2
Auditor should agree to the Terms of Audit Engagement — With Mgt./TCWG
\
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Pre conditions for an Audit

As per SA 210 “Agreeing to the terms of Pre-Conditions
Audit Engagement” for an Audit

To determine whether Pre-Conditions are present — Auditor shall

Obtain an agtvement of Mgt.
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11. WHAT HAPPENS IF PRECONDITIONS FOR AN AUDIT ARE NOT
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12. LIMITATION ON SCOPE PRIOR TO AUDIT ENGAGEMENT
ACCEPTANCE

Limitations on Scope prior to Audit Engagement Acceptance
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13. ACCEPTANCE OF A CHANGE IN THE TERMS OF THE AUDIT
ENGAGEMENT

13.1 Request from Entity to change the Terms of Audit Engagement-When Reasonable Justification Exists?
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I

Auditor —» Carefully Consider

] mbOﬂS o‘:

Mundra Ankit Mund A sududiiicsn g
\

The S"DPQ Qc w %ndaemuﬂ'

= A A creamnstonces

v
offeds en¥it(s Reﬂ[“"eme“"
K Cbnsicluu&
|

Misund.ths\emddfa REASONARLE BAs\S

\
Naluxe of Sewie oﬁaimlk& mclumre.d

3 UNREASONABLE RASS — A\ Yulokr Yo 11\"("0‘

L | N aq L | ! | L | ! |
L 2 | \ II. L\ 1 | \ II. L 11 | \ II.
! % Ly | A% Rl L4 % % L | 1% Rl L4 i % Lo | 1%

11-Ethics and Terms of Audit Engagements Page 15




Ankit Mundra

Ankit Mundra nkit Mundra kit Mundra
3 UNREASON ABLE I?;QS\S —— A\ Y\oXe -\-o 1ﬁ\+o

v v : v
Tncosseck Incomplete Unsdnqud-O(d

13.2 What should auditor consider before agreeing to change the audit engagement to the engagement
providing lower level of assurance?
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s
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13.3 Recourse available to auditor in situation of non-agreement to a change in terms of engagement and
lack of permission from management to continue original audit engagement

Ankit Mundra Ankit Mundra Ankit Mundra

11-Ethics and Terms of Audit Engagements Page 17



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

To A terms By Mgt.

Withdraw from Audit Determine whether ﬂ{— Contractual
Engagement there is any obligation

|l Otherwise

From where possible under To Report circumstances to Other Parties
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Owners Regulators
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14. TERMS OF ENGAGEMENT IN RECURRING AUDITS
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Engagement Letter —»> written Agreement

Following Factors makes it appropriate to —> Revise —» Remind :
(i) Anyindication that Entity — Misunderstands —> Objective/Scope
(ii) Any — Revised — Special —> Terms of Audit Engagement

(iii) A recent A in senior Mgt.

(iv) A significant A in ownership

(v) ASignificant A in — Nature — Size — of Entity Business

(vi) AAin— Legal - Regulatory —» Requirement

(vii) AAin FR.E

(viii) A A in other Reporting Requirement
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15. AUDIT QUALITY
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16.SQC 1 — “QUALITY CONTROL FOR FIRMS THAT PERFORM AUDITS
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Ethical Requirements
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18. SA 220- “QUALITY CONTROL FOR AN AUDIT OF FINANCIAL
STATEMENTS”
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18A. Leadership responsibilities for quality on audits
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Leadership Responsibilities for quality within the firm on Audit
* As per SA 220 “Quality control for an Audit of ES”
2

Engagement partner shall take responsibility
for overall quality of each audit engagement — to which he is assigned.

* Engagement partner’s Actions + Messages to Engagement Team Members

R

Should emphasize

!—l—\

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

Importance of Audit Quality of

!—1—‘—l—\

Performing work Comply with [ssuing Team’s ability to
that complies firms Q.C. appropriate raise concerns
with policies Audit Report without fear of

reprisal

Professional Legal Regulatory
standards a

L. Requirements

18B. Relevant ethical requirements E—
I |
Id enin Fa RbPD" Vng— & ement Po.rd'ne(
| d |

Threat +o \nch‘:endmce, To Qe!.win\' Pexson

| within the Mym
Sabeamd MAY not be oble +o ) b
| | ‘ Yo dulexrmine OPP“NU ackon

eldminoXs Redwce +o any P m-.'mﬁ,,a wrmi\ulp'ma

el
Aa.e‘:kab\a Low Lav e o v*a/ Y
n rexest leq a\k
P?;mémd

.\lll- - I. \ll- - I. \II- -
VILLIILLL vILILIULL WNKIL viundai

11-Ethics and Terms of Audit Engagements Page 29



18C. Acceptance and Continuance of Client Relationships and audit Engagements

18D. Assignment of engagement teams
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18F. Monitoring
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