SA 200

"Overall Objectives of the Independent Auditor and the Conduct of an Auditin

Scope of the SA

Accordance with Standards in Auditing"

Objective of the
Auditor

Requirements of
the SA

Conduct of an Audit in
accordance with SAs

Failure to achieve
an objective

This SA
establishes the
independent
auditor's overall
responsibilities
when conducting
an audit of
financial
statements in
accordance with
SAs. It sets out
the overall
objectives of the
independent
auditor, nature
and scope of an
audit.

To obtain
reasonable
assurance about
whether the
financial
statements as a
whole are free
from material
misstatement,
whether due to
fraud or error.

The auditor shall
Comply with
ethical
requirements
including
independence

To report on the
financial
statements &
communicate as
required by the
SAs, in
accordance with
the auditor's

Plan & perform
an audit with
professional
skepticism.

A) The auditor shall:

1.Comply with all SAs
relevant to the audit.

2.Have an understanding
of the entire text of SA,
including its application
& other explanatory
material.

3. Disclose the
compliance with SA when
it is complied

In case of failure to
achieve either
relevant objectives
or overall
objectives then
Auditor should
think to modify the
opinion or
withdraw from the
engagement.

Exercise
professional
judgment in
planning &
performing an
audit.

B) To achieve the overall
objectives, the auditor
shall use the objectives
stated in the relevant
SAs in planning &
performing an audit.

findings

I | |
In case Obtain sufficient C) The auditor shall
reasonable appropriate comply with each
assurance audit evidence requirement of an SA
cannot be to reduce audit unless the entire the SA
obtained & risk to is not relevant, or the

qualified opinion
is insufficient -
Disclaimer of
opinion/
withdraw from
the engagement

acceptably low
level.

condition mentioned in
the SA does not exist.

Sufficiency refers
to Quantity and
Appropriateness
refers to quality
of audit evidence

D) In exceptional
circumstances, the
auditor may judge it
necessary to depart
from a relevant
requirementin a SA. In
such circumstances, the
auditor shall perform
alternative audit
procedures to achieve
the aim of that
requirement

Professional Skepticism: Attitude that includes a questioning mind, being alert to conditions which may indicate possible misstatement due to error or fraud, and a
critical assessment of audit evidence.

Alertness is required in relation to the Contradictory audit evidence, Reliability of documents, Conditions indicating possible frauds, Circumstances requiring audit
procedures in addition to those suggested in SAs.

Audit Risk: Risk that the auditor expresses an inappropriate audit opinion when the F.S. are materially misstated. Audit Risk is a function of the Risk of Material
Misstatement and Detection risk.




Scope of the SA

& Objective of
the auditor

SA 210

“Agreeing the Terms of Audit Engagements”

Preconditions
for an Audit

Requirements
[RUERTY

Acceptance of a Change
in the audit Engagement
terms

Additional Considerations
in Engagement Acceptance

Scope

This SA deals
with the
auditor's
responsibilities
in agreeing the
terms of the
audit
engagement
with
management/
TCWG.

In order to
establish
whether the
preconditions
for an audit are
present, the
auditor shall:

Objective

To accept or
continue an
audit
engagement
only when the
basis

upon which it is
to be performed
has been agreed,
through:

Determine
whether the FRF
to be applied in
the preparation
of the financial
statements is
acceptable and

If management/
TCWG impose
limitation

on the scope of
work, such that
the limitation will
result the auditor
in disclaiming
the opinion, the
auditor shall not
accept such a
limited
engagement.

If, prior to completing
the audit engagement,
the auditor is requested
to change the audit
engagement that
conveys a lower level of
assurance, the auditor
shall determine whether
there is reasonable
justification for doing so

The auditor shall determine
whether there is conflict
between the financial
reporting standards & the
additional requirements.

If such conflict exists,
auditor shall discuss

with the management as to
whether:

Establishing
whether the
preconditions
for an audit are

Obtain the
agreement of
management
that it
acknowledges
and understands
its
responsibilities:

If the
preconditions of
audit are not
present,

the auditor shall
discuss the matter
with
management.

If terms of audit
engagement are
changed, the auditor &
management shall agree
on the new terms and
document the same in
writing

Additional requirements can
be met through additional
disclosures.

Audit Engagement
Terms shall
include:

For preparation

Objective & scope
of audit.

Responsibilities of
management.

If the auditor is unable to
agree to the changed
terms & management
doesn't permit the
auditor to continue the
original audit
engagement, the auditor
shall withdraw & report
to TCWG.

a description of applicable
FRF in the financial
statements can be
amended.

If the above is not possible,
auditor shall modify the
audit report.

Responsibilities of
the Auditor.

of financial
present. statement as
I per FRF.
|
Confirming that .
. For internal
thereis a
control such that
common ) .
i financial
understanding
statements are
between the I —
auditor & :
material
management/ misstatements
TCWG of the T
terms of the -
. To provide the
audit . .
auditor with
engagement.

access to all
the information,
additional
information,

& Unrestricted
access to
persons within
the entity

Identification of
applicable FRF.

Reference to
Other Reports
necessary and to
be read in
conjunction with
this report

4. Recurring
Audits: Auditor
shall assess
whether

to revise/ remind
the terms.

If law prescribes the audit
report format that is
significantly different from
the requirements of the SA,
auditor should give
additional explanation in
the audit report.

If that is not possible,
auditor shall not accept the
audit engagement.




“Quality Control for an Audit of Financial Statements”

SA 220

Engagement quality control review — a process designed to provide an objective evaluation, before the report is issued, of the significant judgments the
engagement team made and the conclusions they reached in formulating the report.

Scope of the SA
& Obijective of

the auditor

Leadership

Responsibilities

Acceptance &
Continuance

of Client
Relationships

Engagement

Performance

Engagement Quality
Control Review

Monitoring and
Documentation

Scope
Responsibilities of
the auditor
regarding quality
control procedures
for an audit of
financial
statements. It also
addresses the
responsibilities of
the engagement
quality control
reviewer.

The engagement
partner shall:

Take leadership
responsibilities
for the overall

quality of audit.

Be satisfied that
Appropriate
procedures
regarding client
acceptance
/continuance
have been
followed.

Objective

To implement
quality control
procedures at the
engagement level
that provide a
reasonable
assurance that:

Remain alert for
evidence of non-
compliance with
relevant ethical
requirements by
the engagement
team members
and in case of
non-compliance
and shall take
appropriate

The audit complies
with  professional
standards &
regulatory & legal
requirements.

Shall form a
conclusion on
compliance with
independence
requirements
that apply to the
audit
engagement.

If engagement
partner obtains
information that
would have
caused the firm
to decline the
audit
engagement, the
engagement
partner & the
firm shall take
necessary action.

The engagement
partner shall

take responsibility
for the direction,
supervision

& performance of
audit engagement
& the
appropriateness of
auditor report.

The engagement
partner shall:

The reviews being
performed

in accordance with
the firm's

review policies &
Procedures.

1. Determine that
the quality control
reviewer

has been appointed.

2. Discuss significant
matters arising
during the audit &
review with the
reviewer.

3. Not date auditor's
report before the
completion of
review.

The auditor's
report issued is
appropriate in the
circumstances.

The engagement
partner shall
ensure that the
enagagement
team

& auditor's
expert have the
appropriate
competence &
the capabilities.

The engagement
team taking
appropriate
consultation on
difficult &
contentious
matters.

The auditor shall
document:

i) issues identified
w.r.t. compliance
of ethical
requirements
including
independence.

ii) conclusions
regarding
acceptance

& Continuance of
client
relationships.

i) nature, scope &
conclusions of
consultations.

The quality control
reviewer shall:

Discuss significant
matters with the

Engagement partner.

1. Review the
financial statements
& Auditor's report.

2. Review selected
audit
documentation.

3. Evaluate the
conclusions reached.

The engagement
quality control
reviewer shall
document that:

i) the procedures
required for
review

that have been
performed.

i) review has been
completed on or
before the audit
report date.

iii) there are no
unresolved
matters.

In case of listed entities, the reviewer shall
consider:

a) Evaluation of firm's independence.

b) Whether appropriate consultation has
been taken.

c) Audit documentation w.r.t. significant
judgments.

Difference of Opinion: If there is difference of opinion within the engagement team, or with consultant or reviewer, the audit team shall follow the firm's policies
& procedures for resolving the same.

Engagement team - all personnel performing an engagement, including any experts contracted by the firm in connection with that engagement. The term
“engagement team” excludes individuals within the client’s internal audit function who provide direct assistance on an audit engagement when the external auditor
complies with the requirements of SA 610 (Revised).




Scope of the SA

& Objective of
the Auditor

Appropriate and
Sufficient Audit
Documentation

SA 230

“Audit Documentation”

Form, Content and
Extent of Audit
Documentation

Documenting
Nature, Timing &
Extent

Departure from

the requirement
of SA

Assembly of Final

Audit File

Size and complexity of
the entity

What was tested
and how it was
tested.

Audit evidence obtained
& its significance

Methodology and tools
used

Who Performed
the test and When
it was performed

Document the
alternative  audit
procedure
performed, the
reasons for
departure & effect
on auditor's
report.

Complete the
assembly after the
signing of AR with
in a stipulated time

Identified risks of
material misstatement

Scope: To Documentation
prepare  audit which ena[t;les an
documentation Expericncedy
for an audit of auditor, having no
financial previous _
statements connection  with
the audit, to
| understand:
Objectives: I
Sufficient and
Appropriate Nature, timing and
record for basis extent of the audit
of Audit Report procedures
performed.
|
Evidence that |
audit was Results of the audit

planned and
performed as
per SA & Law

procedures
performed and the
audit evidence
obtained.

Nature of the audit
procedures.

Who reviewed,
how he reviewed
and when it was
reviewed

Audit Procedures

after date of AR

Do not alter or
change any audit
documentation

after signing of AR

Exceptions identified.

Significant matters,
the conclusions
reached and
significant
professional
judgments.

Also Document
discussion on
significant matters
discussed with
management and
Those Charged
with Governance

The circumstances
encountered (why
it was required).

If exceptional
circumstances,
then all changes
must be reviewed
and reason for
change must be
mentioned

The new/
additional
procedure
performed and
their effect on AR

Who reviewed &
when the
additional
procedures were
reviewed.




SA 240

“The Auditor's Responsibilities Relating to Fraud in an Audit of Financial Statements

Objective of SA

Requirements
of the SA

Enquiry with
Management &

TCWG

Response to assessed
ROMM due to fraud

Fraud Risk due to
Management Override
of Controls

Auditor unable to
Continue

Identify Maintain Management Assign and supervise Default Fraud Risk and DG
& Assess the professional Process for personnel taking Significant Risk professional &
ROMM in . skepticism identification significant engagement Legal
the financial throughout the and responding responsibilities I responsibilities.
statements due audit. ROMM - -
to fraud. I Design audit procedures I
I I irrespective of Auditor’s
| Evaluate whether the assessment to test this Comtitar
Understand the Management accounting policies il b
Obtain audit busi.ness and its response to regarding signification the engagement
evidence about environment TCWG about subjective areas indicate |
the assessed including process for - . ] |
ROMM due to internal control identification ?SFZJ:;::UIEM financal Tesjc Josrreal Bz 2 .
fraud, through il @it and responding period end, unusual JE, If .the auditor
designing & information ROMM Superuser JE, etc. WG R
implementing | . . N A
appropriate | | Incorporate Inquire with FR team i) discuss reasons
responses. ‘ e about any unusual JE of
The auditor Analyse unusual unpredictability and withdrawal with
| shall identify & relationships & small value principle in Test Estimates and management/
Respond assess the other audit procedures Management Biases in TCWG.
iately ROMM due to information PY financials ) _
to identified Taudife identified I i) determine
& Suspected financial indicate ROMM Atth S Test Management wheth.er
fraud. statement lgvel due to fraud. t t' e assertion level, Pedsiois e s eber
& the assertion auditor shall professional/ legal
level. | fg:;%?lgitiitfgggzgsueﬁs Test Non-recurring requirements to
1 The auditor ROMM duoto faand. transactions report.
shall evaluate
Pre-assumed the fraud risk |
Risk of Fraud in factors as to Perform Analytical
Revenue whether they Procedures to
Recognition and indicate i
Management existence of determine the ROMM
Ovarmae of fraud. due to Fraud
Controls
|
I Management
Assessed communication
ROMM due to to employees
fraud should be regarding ethics
treated as & business
significant risk practice
& the auditor
shall obtain an |
understat?dlng Ask Internal
of the entity's . .
related audit func.tlon
controls, about their
relevant to such assessment of
risks. findings
|
Ask TCWG how
they are
performing
oversight over
Management

and its process

Document: significant decisions and discussion in team, identified ROMM due to fraud, overall response to identified risk or ROMM at FSLI and assertion
level, results of audit procedures designed to address Fraud risk due to management override of controls, communication with Those Charged with

Governance and rebuttal of ROMM of Fraud in Revenue Recognition.




{1

Scope of the SA
& Objective of

the Auditor

Auditor's
Consideration

SA 250

When non-compliance
is
Identified/Suspected

Reporting of Identified/
suspected non-compliance

”

Consideration of Laws and Regulations in an Audit of Financial Statements

Considering Non-
compliance in Audit Report

If non-compliance has
material effect & has not been
adequately reflected in
financial statements-
Qualified/ Adverse opinion.

Auditor's Obtain a general Obtain an Auditor to communicate
responsibility to understanding of understanding of the matters of non-compliance to
consider laws & applicable legal & nature of the act & the TCWG.
regulations regulatory circumstances.
whc;n ) framework & I I
performing an - ) )
audit of Etr)lrtlllt;l)(le;nce with . ?f non-.com]pllance 1.51
financial U Evaluatfe pos;lble effect intentiona / material,
statements. on the financial communicate immediately.
statements.

I | |
To obtain Obtain sufficient I If management/ TCWG
sufficient appropriate audit If auditor suspects non- mvolved.m non-compliance,
appropriate evidence about the compliance, discuss communicate tonext
audit evidence compliance with with management/ hlgher. level e.g. aUd'lt
regarding laws & regulations TCWG or else consider committee/ supervisory

compliance with
laws &
regulations.

that have material
effect on financial
statements.

the need to obtain legal
advice.

board.

If unable to conclude the
effect of non-compliance, due
to limitation imposed by
management - Qualified/
Disclaimer of opinion.

To perform
specified audit
Procedures to
identify
instances of non
compliance
having material

effect.
|

To respond
appropriately
to identified
non-
compliance/
suspected non
compliance.

Perform audit
procedures to
identify instances
of such non
compliance.

If unable to obtain
sufficient information,
evaluate the effect on
auditor's opinion.

Enquire and check
the
correspondence

Evaluate the
implications on
auditor's risk
assessment, reliability
of management
representation & take
appropriate action.

The auditor shall
remain alert to the
instances of non-
compliance

or suspected non-
compliance

Obtain
representation
from management
/ TCWG about
known non
compliance

Reporting to Regulatory/
Enforcement authorities:
Report if required by law.

Documentation shall include identified & suspected non-compliance and discussion with management/ TCWG/ parties outside the entity.




"

Scope of the SA
& Objective of

the Auditor

SA 260

Matters to be communicated

Communication regarding

Auditor's Independence

Communication with Those Charged with Governance"

Other Important points to be

considered

Scope: Auditor's
responsibility to
communicate with TCWG in
an audit of financial
statements.

Auditor is responsible to express
the opinion on FS prepared by
Management

Objective:

To communicate clearly with
TCWG the responsibilities of
the auditor & overview of
planned scope & timing of
audit.

The planned scope & timing of
audit including significant risks
identified by the auditor.

Communicate a statement that
the engagement team & Others
in the firm (network firms also)
have complied with relevant
ethical requirements regarding
independence &

The auditor's view about
significant qualitative aspects of
the entity's accounting polices.

The related safeguards that have
been applied to eliminate
identified threats to
independence or reduce them to
an acceptable level.

To obtain from TCWG
information relevant to the
audit.

Significant difficulties
encountered during the audit.

To provide TCWG with timely
observations that are
significant & relevant to their
responsibility to oversee the
financial reporting process.

Circumstances that affect the form
& content of auditor's report.

To promote effective two-
way communication between
auditor & TCWG.

Any other significant matter
arising during the audit relevant
to the oversight of financial
reporting process.

Communicate in writing and
specify all the required points in
the communication.

3. On timely basis.

The auditor shall evaluate the
adequacy of the communication
process with TCWG. If not found
adequate, auditor shall evaluate
the effect

& take appropriate action.
Documentation:

The auditor shall include the
matters communicated to
TCWG (whether orally or in
writing) in audit documentation

Communicate on timely basis.

If Management and Those
Charged with Governance are
same, then do not communicate
twice.

1. Those charged with governance: a person(s) or organisations with responsibility for overseeing the strategic direction of the entity &
obligations related to the accountability of the entity. This includes overseeing the financial reporting processes.

2. Management: The person(s) with executive responsibility for the conduct of the entity's operations. For some entities, management includes
some or all of TCWG, for example, executive members of a governance board, or an owner-manager.




SA 265

Communicating Deficiencies in Internal Control to Those Charged with Governance and
Management"

“"

Communication of deficiencies in Internal

jecti . - Form and Content of
LUBTEEIE T Requirements of SA Control (who to communicate and what to o
. Communication
communicate)
auditor is to communicate Identify whether there any Sienificant
appropriately deficiency in Internal Dgf' L Other Deficiencies in A description of the
Controls is present by I et ICIEI;C(;GS in | Internal Control deficiencies and an
| performing Audit nterna’ Lontro explanation of their potential
| | effects;
Management & to those | C icate t
charged with governance Communicate to CLNTNNNENS ED I
pn(.le.r stand wh.e ther, Those Charged management.
. iy o I e o e
2 q ] communicated deficiencies in
deficiencies in internal constitute significant on timely basis internal control other than
contlrol t}}a.t the auditor deficiencies | significant  deficiencies to
has identified | ) management in a prior period
Communicate to
- and management has chosen
Then Communicated to the unlessgit s not to remedy them for cost
respective stakeholders. . ; or other reasons, the auditor
inappropriate to
40 %0 need not repeat the
. communication in the current

period.

The auditor is also not
required to repeat
information  about  such
deficiencies if it has been

Deficiency in internal control exists when a control is designed, implemented, or operated in such a way that it previously communicated to
is unable to prevent, or detect and correct, misstatements in the financial statements on a timely basis; or a management by  other
control necessary to prevent, or detect and correct, misstatements in the financial statements on a timely basis is parties, such as internal
missing auditors or regulators unless
there is a change of
management.
Significant deficiency in internal control - A deficiency or combination of deficiencies in internal control that, in
the auditor’s professional judgment, is of sufficient importance to merit the attention of those charged with
governance The communication will be
based on:
Size of Entity
Amount of Deficiency
Nature of Entity

Entity Governance Structure
Laws & Regulation

Sufficient information to understand the communication

The purpose of the audit was for the auditor to express an opinion on the financial statements

The audit included consideration of internal control relevant to the preparation of the financial statements in order to design audit procedures that
are appropriate in the circumstances

]
But not for purpose of expressing an opinion on the effectiveness of internal control.

The matters being reported are limited to those deficiencies that the auditor has identified during the audit and that the auditor has concluded are of
sufficient importance to merit being reported to those charged with governance




Objective of

the SA

SA 299: Joint Audit of Financial Statements

Audit planning,

Risk assessment &
Allocation of work

To lay down broad
principles for the

Engagement partner
& other key members

Development of
Joint Audit Plan

Responsibility & Co-

ordination among
JAs

Audit Conclusion & Reporting

Identify division of
audit areas and

Individual responsibility
for work allocated to such

The joint auditors are required
to issue common audit report

JAs in conductin, from each of the JAs common audit areas JA including proper
the ioint audit 5 be involved in amongst the JAs execution of the audit
) planning the audit. procedures
1 ] | ]
e e a The joint auditors Ascertain the Jointly & Severally
e shall establish the reporting objectives Responsible for:

uniform approach
to the process of
joint audit.

To identify the
distinct areas of
work & coverage
thereof by each JA.

overall audit strategy
that sets the scope,
timing and direction
of the audit.

and the nature of the
communications
required

In case of disagreement between
JAs, they shall express their
opinion in a separate audit
report

Audit work not divided
and carried out by all joint

A joint auditor is not bound by
the views of the majority

To identify
individual
responsibility &
Joint responsibility
of the JAs in
relation to audit.

If a JA comes across
matters that are
relevant to the areas
of responsibility of
other JAs then such
matters should be
communicated to all
JAs

Consider and
communicate among
all JAs the
professional
judgements taken by
them and their
factors

Decisions taken by all joint
auditors in respect of
common audit areas

CAR to make reference of SAR
and SAR to provide reference of
CAR

It is the individual
responsibility of each
JA to study and
evaluate the
prevailing system of
internal control and
assessment of risk
relating to the areas
of work allocated to
said JA

Consider the results
of preliminary
engagement activities

Matters brought to the
notice of joint auditors by
any one of them & on
which all of them agree

Reference as per SA 706 under
the heading “Other Matter
Paragraph”

Examining compliance of
financial statements with
relevant statutes.

Ascertain the nature,
timing and extent of
resources necessary
to perform the
engagement

Presentation & disclosure
of financial statements as
per applicable FRF

When JA is expected to modify
or to include EOM or Other
matter para in audit report, then
communicate the proposed
wordings and the reason with
Those Charged with Governance
for such inclusion

Assess ROMM,
Communicate to
other JAs and
document

Discuss the NTE of
audit procedures for
common & specific
areas and
communicate to
TCWG

Ensuring compliance with
relevant statute, applicable
SA & other relevant
pronouncements

Each JA to assume that the
other JAs have carried out
their part of the audit work
as per SA

JAs shall obtain
common engagement
letter & common
management
representation letter

JA is not required to review
the work performed by
other JAs or perform any
tests on sample basis

JAs should sign the
work allocation sheet
and share with TCWG

Other JAs have informed
JA’s notice any departure
from applicable FRF or
significant observations

Before finalizing, all JAs
should discuss their
findings and work done




Objective of the SA
(in context of
Recurring Audits)

SA 300: Planning an Audit of Financial Statements

Involvement of Key
Engagement Team
Members

Preliminary
Engagement Activities

Planning Activities

Activities before
starting the Audit

Document Preliminary Engagement Activities, Planning Activities, Audit Plan and Activities before starting the audit.

The objective of the
auditor is to plan the
audit so that it will be
performed in an
effective manner.

The engagement
partner & other key
members of the
engagement team
shall be involved in
planning &
discussion of the
audit.

Perform procedures
required by SA 220
regarding the
continuance of the
client relationship and
the specific audit
engagement

Establish overall audit strategy
that defines NTE of audit. For
that:

Perform Client
Acceptance procedures
as per SA 220

Identify scope, nature and
characteristics of engagement

Communicate with
predecessor auditor as
per ethical
requirements

Evaluating compliance
with ethical
requirements, including
independence as per SA
220

Ascertain reporting objectives
and NTE of communication
required

Establishing an
understanding of the
terms of the
engagement as per SA
210

Consider factors of Professional
Judgement which can direct /
guide team

Consider the results of
preliminary engagement
activities

Define NTE of resources and
team

Develop Audit Plan (that shall
include)

NTE of planned risk assessment
procedures as per SA 315

NTE of further audit procedures
planned as per SA 330

Other procedures planned as
per other SAs

Plan NTE of direction and
supervision of team and review
of work

Update and change, as
necessary, the overall audit plan




SA 315: Identifying and Assessing the Risk of Material Misstatement
through understanding the Entity and its Environment

Risk Assessment Understanding the Entity & Identify Significant Risk

Scope of the SA Procedures its Environment & its Internal Control

Auditor’s Perform risk assessment Relevant industry, regulatory Whether Risk of Fraud
responsibility to procedures for & applicable FRF. (IRA) I
identify & assess the identification & | )
ROMM assessment of ROMM R}IISk rela‘ied to legal .
The nature of the entity; its ¢ ar(;_ge_s, aws or ecornomic
| | operations; its ownership Condiiems
: and governance structure; |
Risk assessment .
Through d by th 1 future investment plans. Complexity of
understanding the RECCECUICERY emst.a R (NOOP) T p - 4 MSA
entity and its however, do not provide ransactions e.g.
environment, sufficient appropriate | |
including the entity's audit evidence on which . .
i 1 1 to base the audit opini Selection & appropriateness Related Party Transaction
internal control. 0 base the audit opinion e
I | |
Objective of the Risk Assessment Entity's Objectives & Unusual or Outside
Auditor Procedures include Strategies. Business Transaction
I I
Gathering information (see review of entity's financial
To identify and image) performance.
assess the ROMM, at | |
the financial ] .
statement & Analytical procedures Understanding of IT
assertion levels, |
through . . .
understanding the oo & Tpesion Understanding Internal
entity & its | Controls
environment, = . Discuss within the team
including the entity's
internal control. Only evaluate the Internal
I Controls which are relevant
To provide a basis for I
designing and Evaluate design & operating
implementing effectiveness incl. monitoring
responses to |

assessed ROMM

Obtain understanding of
control environment as
whole

Whether TCWG has created
culture of honesty & ethical
behavior

Understand Entity’s Risk — Perform Risk Assessment g
Perform Continuous
A P MRAP -
ssessment Process ( ) (B-MLA) Revision of risk based
I on evidence collected
Assess whether management Identify business risk duri.ng the ARAP and
failed to identify risk relevant to FR at FS & e
I assertion level

If yes, then why management

failed -
afiec ~ processgap Estimate the significance of

] risk (magnitude)

Implication of failure on
Auditor’s Risk Assessment

Procedure (ARAP) Assess the likelihood of
I occurrence
Understand process of |
Communication between Actions required to address

Management & TCWG those risk (testing required)




SA 320: Materiality in Planning and Performing an Audit

Scope of the SA & Objective of Defining Materiality Use of Benchmarks

the Auditor

Determine Materiality as a whole for Involves exercise of

S this SA deals with th
cope BLS eas wi N Financial Statement Professional judgment.

auditor's responsibility to apply
the concept of materiality in | |
planning & performing an audit of

. . Determine Materiality for specific classes Examples of benchmarks:
financial statements. or transactions or balances in financial a) Profit before tax
¥ statement b) Total revenue
I c) gross profit

d) Total expenses etc.

Objective to apply the concept of
materiality appropriately in
planning and performing an audit.

Determine performance materiality for
purposes of assessing the ROMM and
determining the nature, timing & extent of
further audit procedures.

Revise OM & PM when additional evidence
or issue is identified that is critical

Performance materiality means the amount or amounts set by the auditor at less than materiality for the financial statements

as a whole to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected
misstatements exceeds materiality for the financial statements as a whole.




Scope of the SA

& Objective of
the Auditor

SA 330: The Auditor's Responses to Assessed Risks

Requirements
of SA

Test of
controls

When to test

Audit Evidence

from Previous
Audits

Substantive
procedures

Other Matters

Evaluate the

Irrespective of
assessed risk,
test all material
balances

Consider need
to external
confirmations

Certain
procedures to
be performed at
year end only
for eg: FSCP
testing

Procedure for

FSCP

SAP can be
performed in
interim if it is
appropriate to
do so
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