SA 200: Overall Objectives of the Independent Auditor and the
Conduct of an Audit in Accordance with Standards in Auditing

Scope of the SA

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.

N

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

——

In case
reasonable
assurance cannot
be obtained &
qualified opinion
is insufficient -
Disclaimer of
opinion/
withdraw from
the engagement

The auditor shall
Comply with
ethical
requirements
including
independence

—

Plan & perform
an audit with
professional
skepticism.

A) The auditor shall:

1.Comply with all SAs
relevant to the audit.

2.Understand 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.

appropriate
audit evidence to
reduce audit risk
to acceptably low
level.

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

| |
Obtain sufficient C) The auditor shall

comply with each
requirement of an SA
unless the entire the SA is
not relevant, or the
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 requirement
ina 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.




SA 210: Agreeing the Terms of Audit Engagements

Scope of the SA
& Objective of
the auditor

Scope

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

S R

Objective

To accept or
continue an audit
engagement
only when the
basis

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

_r

Establishing
whether the
preconditions
for an audit are
present.

R B

Confirming that
thereis a
common
understanding
between the
auditor &
management/
TCWG of the
terms of the
audit
engagement.

Preconditions
for an Audit

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

—_—

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

—

Obtain the

agreement of

management

that it

acknowledges

and understands

its

responsibilities:
—_—

For preparation
of financial
statement as
per FRF.

_

For internal
control such that
financial
statements are
free from
material
misstatements.
—_—
To provide the
auditor with
access to all
the information,
additional
information,
& Unrestricted
access to
persons within
the entity

Requirements

of the SA

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.

Acceptance of a Change
in the audit Engagement
terms

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

Additional Considerations
in Engagement Acceptance

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:

1
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

1
Additional requirements can
be met through additional
disclosures.

Audit Engagement
Terms shall
include:

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.

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

Responsibilities of
the Auditor.

Identification of
applicable FRF.

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

1
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.




SA 220: Quality Control for an Audit of Financial Statements

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
& Objective of

the auditor

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.

Objective

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

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

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

Leadership

Responsibilities

The engagement
partner shall:

R Emm—

Take leadership
responsibilities
for the overall

quality of audit.

Acceptance &
Continuance

of Client
Relationships

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

1

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

——

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
ensure that the
enagagement
team

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

Engagement

Performance

The engagement
partner shall

take responsibility
for the direction,
supervision

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

Engagement Quality
Control Review

The engagement
partner shall:

1
The reviews being
performed
in accordance with
the firm's
review policies &
Procedures.

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

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 quality control
reviewer shall:

Monitoring and
Documentation

The auditor shall
document:

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

ii) conclusions
regarding
acceptance

& Continuance of
client
relationships.

iii) nature, scope &
conclusions of
consultations.

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.

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.

The engagement
quality control
reviewer shall
document that:

i) the procedures
required for
review

that have been
performed.

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

iii) there are no
unresolved
matters.

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
& Obijective of
the Auditor

Scope: To
prepare audit
documentation
for an audit of
financial
statements.

—_—r

Objectives:
Sufficient and
Appropriate
record for basis
of Audit Report

B

Evidence that
audit was
planned and
performed as per
SA & Law

Appropriate and
Sufficient Audit
Documentation

Documentation
which enables an
experienced
auditor, having no
previous connection
with the audit, to
understand:

Form, Content and
Extent of Audit
Documentation

Size and complexity of
the entity

Audit evidence obtained
& its significance

Documenting
Nature, Timing &
Extent

What was tested
and how it was
tested.

Nature, timing, and
extent of the audit
procedures
performed.

Who Performed the
test and When it
was performed

SA 230: Audit Documentation

Departure from the

requirement of SA

Document the
alternative audit
procedure

performed, the
reasons for

departure & effect
on auditor's report.

Assembly of Final
Audit File

Complete the
assembly after the
signing of AR within
a stipulated time

|
Methodology and tools
used

|

Identified risks of
material misstatement

Results of the audit
procedures
performed and the
audit evidence
obtained.

Nature of the audit
procedures.

Who reviewed, how
he reviewed and
when it was
reviewed

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

Audit Procedures

after date of AR

The circumstances
encountered (why it
was required).

Do not alter or
change any audit
documentation

after signing of AR

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

Identify

& Assess the
ROMM in

the financial
statements due
to fraud.

R E—

Obtain audit
evidence about
the assessed
ROMM due to
fraud, through
designing &
implementing
appropriate
responses.

.

Respond
appropriately
to identified
& Suspected
fraud.

Requirements
of the SA

Enquiry with
Management &

TCWG

Response to assessed
ROMM due to fraud

Assign and supervise
personnel taking
significant engagement
responsibilities

Fraud Risk due to
Management Override
of Controls

Default Fraud Risk and
Significant Risk

Maintain Management
professional Process for
skepticism identification
throughout the and responding
audit. ROMM

| |
Understand the Management
business and its response to
environment TCWG about
including process for
internal control identification
and obtain and responding
information ROMM

| |
The auditor Analyse unusual
shall identify & relationships &
assess the other
ROMM due to information
fraud at the identified
financial indicate ROMM
statement level due to fraud.

& the assertion
level.

R B

Pre-assumed
Risk of Fraud in
Revenue
Recognition and
Management
Override of
Controls

.

Assessed ROMM
due to fraud
should be
treated as
significant risk
& the auditor
shall obtain an
understanding
of the entity's
related controls,
relevant to such
risks.

_

The auditor shall
evaluate the
fraud risk
factors as to
whether they
indicate
existence of
fraud.

Management
communication
to employees
regarding ethics
& business
practice

.

Ask Internal
audit function
about their
assessment of
findings

|
Ask TCWG how
they are
performing
oversight over
Management
and its process

Evaluate whether the
accounting policies
regarding signification
subjective areas indicate
any fraudulent financial
reporting

Design audit procedures
irrespective of Auditor’s
assessment to test this
risk

Auditor unable to
Continue

Determine
professional &
Legal
responsibilities.

Incorporate
unpredictability and small
value principle in audit
procedures

At the assertion level,
auditor shall

design audit procedures
responsive to assessed
ROMM due to fraud.

Test Journal Entries at
period end, unusual JE,
Superuser JE, etc.

Inquire with FR team
about any unusual JE

Test Estimates and
Management Biases in
PY financials

Test Management
Decisions

Test Non-recurring
transactions

Consider
withdrawing from
the engagement

If the auditor
withdraws,

i) discuss reasons
of

withdrawal with
management,/
TCWG.

ii) determine
whether

there is other
professional/ legal
requirements to
report.

|
Perform Analytical
Procedures to
determine the ROMM
due to Fraud

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.




SA 250: Consideration of Laws and Regulations in an Audit of
Financial Statements

Scope of the SA
& Objective of
the Auditor

Auditor's
responsibility to
consider laws &
regulations
when
performing an
audit of financial
statements.

—_—

To obtain
sufficient
appropriate
audit evidence
regarding
compliance with
laws &
regulations.

—_—

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

e R

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

Auditor's
Consideration

Obtain a general
understanding of
applicable legal &
regulatory
framework &
entities
compliance with
the same.

When non-compliance
is
Identified/Suspected

Obtain an
understanding of the
nature of the act & the
circumstances.

Reporting of Identified/
suspected non-compliance

Auditor to communicate
matters of non-compliance to
TCWG.

Obtain sufficient
appropriate audit
evidence about the
compliance with
laws & regulations
that have material
effect on financial
statements.

Evaluate possible effect
on the financial
statements.

If non-compliance is
intentional/ material,
communicate immediately.

Considering Non-
compliance in Audit Report

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

If auditor suspects non-
compliance, discuss
with management/
TCWG or else consider
the need to obtain legal
advice.

If management/ TCWG
involved in non-compliance,
communicate to next
higher level e.g. audit
committee/ supervisory
board.

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

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

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

or suspected non-
compliance

Evaluate the
implications on
auditor's risk

assessment, reliability of

management
representation & take
appropriate action.

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.




SA 260: Communication w

Scope of the SA
& Objective of

the Auditor

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

Matters to be communicated

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.

Communication regarding
Auditor's Independence

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

To obtain from TCWG
information relevant to the
audit.

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.

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.

h Those Charged with Governance

Other Important points to be
considered

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

Objective of SA

auditor is to communicate
appropriately

Management & to those
charged with governance

Requirements of SA

Identify whether there any
deficiency in Internal
Controls is present by
performing Audit

Communication of deficiencies in Internal

Control (who to communicate and what to
communicate)

Significant
Deficiencies in
Internal Control

Other Deficiencies in
Internal Control

deficiencies in internal
control that the auditor has
identified

Understand whether,
individually or in
combination, they
constitute significant
deficiencies

Communicate to
Those Charged
with Governance
on timely basis

Communicate to
management.

Form and Content of

Communication

A description of the
deficiencies and an
explanation of their potential
effects;

Then Communicated to the
respective stakeholders.

Communicate to
management
unless it is
inappropriate to
do so.

Deficiency in internal control exists when a control is designed, implemented, or operated in such a way that it

is unable to prevent, or detect and correct, misstatements in the financial statements on a timely basis; or a control
necessary to prevent, or detect and correct, misstatements in the financial statements on a timely basis is missing

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

If the auditor has
communicated deficiencies in
internal control other than
significant deficiencies to
management in a prior period
and management has chosen
not to remedy them for cost or
other reasons, the auditor
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
previously communicated to
management by other parties,
such as internal auditors or
regulators unless there is a
change of management.

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

are appropriate in the circumstances

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

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

To lay down broad
principles for the

SA 299: Joint Audit of Financial Statements

Audit planning,

Risk assessment &
Allocation of work

Engagement partner
& other key members

Development of
Joint Audit Plan

Identify division of
audit areas and

Responsibility & Co-

ordination among
JAs

Individual responsibility
for work allocated to such

Audit Conclusion & Reporting

The joint auditors are required
to issue common audit report

JAs in conductin from each of the JAs common audit areas JA including proper
. ) be involved in execution of the audit
the joint audit amongst the JAs
) planning the audit. procedures
| | | |
T id The joint auditors Ascertain the Jointly & Severally
o provide a 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”

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

Examining compliance of
financial statements with
relevant statutes.

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

Activities before

Planning Activities 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 Perform Client
that defines NTE of audit. For Acceptance procedures
that: as per SA 220

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

Communicate with
predecessor auditor as
per ethical
requirements

Identify scope, nature and
characteristics of engagement

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

Ascertain reporting objectives
and NTE of communication
required

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

Risk Assessment

Scope of the SA Procedures

Perform risk assessment

Understanding the Entity &
its Environment

Relevant industry, regulatory
& applicable FRF. (IRA)

Identify Significant Risk
& its Internal Control

Whether Risk of Fraud

Auditor’s
responsibility to _proce.d.ure.s for
identify & assess the identification &
ROMM assessment of ROMM

| |
Through Risk assessment
understanding the procedures by themselves,
entity and its however, do not provide
environment, sufficient appropriate
including the entity's audit evidence on which to

internal control. base the audit opinion

The nature of the entity; its

operations; its ownership and

governance structure; future
investment plans. (NOOP)

Risk related to legal
changes, laws or economic
conditions

Complexity of Transactions
e.g. M&A

Selection & appropriateness
of accounting policies.

Related Party Transaction

Risk Assessment

R Procedures include

Auditor

Entity's Objectives &
Strategies.

Unusual or Outside
Business Transaction

Gathering information (see

review of entity's financial

image) performance.
To identify and assess
the ROMM, at the | |
financial statement & Analytical procedures Understanding of IT
assertion levels,
through I
und‘ersta.nding the Observation & inspection Understanding Internal
entity & its | Controls
environment,
including the entity's Discuss within the team

internal control.

To provide a basis for
designing and
implementing
responses to assessed
ROMM

Understand Entity’s Risk
Assessment Process (MRAP)

Assess whether management
failed to identify risk

If yes, then why management
failed - process gap

Implication of failure on
Auditor’s Risk Assessment
Procedure (ARAP)

Understand process of
Communication between
Management & TCWG

Only evaluate the Internal
Controls which are relevant

Evaluate design & operating

effectiveness incl. monitoring

Obtain understanding of
control environment as
whole

Whether TCWG has created
culture of honesty & ethical
behavior

Perform Risk Assessment

(B-MLA)

Identify business risk
relevant to FR at FS &
assertion level

Estimate the significance of
risk (magnitude)

Assess the likelihood of
occurrence

Actions required to address
those risk (testing required)

Perform Continuous
Revision of risk based
on evidence collected
during the ARAP and
testing.




SA 320: Materiality in Planning and Performing an Audit

Scope of the SA & Objective of
the Auditor

Defining Materiality

Use of Benchmarks

Scope this SA deals with the
auditor's responsibility to apply
the concept of materiality in
planning & performing an audit of
financial statements.

Determine Materiality as a whole for
Financial Statement

Involves exercise of
Professional judgment.

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

Determine Materiality for specific classes
or transactions or balances in financial
statement

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

Examples of benchmarks:
a) Profit before tax

b) Total revenue

c) gross profit

d) Total expenses etc.

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

Design and
implement
responses to
ROMM
identified &
assessed by the
auditor in
accordance
with SA315ina
financial
statement audit.

e

To obtain
sufficient &
appropriate
audit evidence
about the
assessed ROMM,
through
designing &
implementing
appropriate
responses to
those risks

SA 330: The Auditor's Responses to Assessed Risks

Requirements
of SA

In designing the
response
consider

T

Reason for
assessment of
risk at FS and
Assertion level

R B

Consider
Likelihood and
Magnitude

—_—r

If assessed
control risk in
ARAP, then test

Test of
controls

When to test
the controls

If in ARAP we
have relied
upon controls
being effectively
placed

—_r

If Substantive
procedures
cannot provide
enough audit
evidence

—_—

Audit Evidence
from Previous
Audits

Evaluate the
effectiveness of
internal control
factors

Substantive
procedures

Irrespective of
assessed risk,
test all material
balances

1
Control
addressing the
risk (Significant
risk controls to
be tested in CY)

S

Effectiveness of
IT-Controls

R

Control
evaluation
result of

|
Consider need
to external
confirmations

Procedure for

FSCP

Agree FS with
underlying
records

B

Test material
FSCP JEs

Period of

testing

Throughout the
period of
reliance

controls More the previous audit
T reliance on
. . control in ARAP, |
Obtain audit e e
e.vidence as per evidonas i Lack of change
risk assessment required & vice c.an also possess
(high risk, high versa risk
evidence) |
Extent of
How to test reliance on
If deviations controls? control
noted in Test |
I Inquiry If no material
Then enquire I changes, then
with mgmt for test the control
reason Observation at least once in
| every third
I Inspection audit
Understand its I |
impact on
— - Reperformance Implement
- rotation concept

Evaluate need
to perform
additional TOC
or substantive

Whether
controls on
controls
required to be
tested?

Period of test
of controls

Throughout the
period of
reliance

—_—

Interim & then
subsequent
testing

to cover all
controls in the
three audits

R

Corelate the
evidence from
substantive
procedure for
OE of controls

Interim & then
subsequent
testing

Testing of P&D

Perform testing
to evaluate
whether FS are
in compliance
with applicable
FRF

R

How to test?

. Ea—

Inquiry

Observation

Other Matters

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

R

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

R

To address
fraud risk, test
should be done
at period end
rather interim

R

Interim testing
also helps in
identification of
early audit
issues

—_

Dual purpose
testing can be
performed for
validating
multiple
parameters in
single sample

R B

Inquiry alone is
not sufficient,
and observation
only provides
evidence for
that particular
time

T

Only performing
testing at
interim and no
testing at end
will lead to
more risk

Inspection

Reperformance

Recalculation

Confirmation




SA 402: Audit Considerations Relating to an Entity Using a Service
Organization

Scope & Objective
of SA

Auditor’s
responsibility to
obtain SAAE when
a user entity uses
the services of
service
Organizations.

Objective: To
obtain the
understanding of
the nature &
significance of the
service provided
by the service
organization

Requirements of the SA

Obtain the understanding of how user
entity uses service of service
organization. For that understand

If using Type- 1 or Type -2 Report

To evaluate the Type-1 or Type-2
Report the user auditor shall

Nature of Service

Significance of those service

Effect of Service on IC

Materiality of transaction / amounts
Relationship between both

Degree of interaction

(NSE-MR-D)

Understand the competence of
Service Auditor if he not member of
ICAIL

Other Requirements

inquire of management of the user
entity whether the service
organization has reported to the
user entity any fraud, non-
compliance with laws and
regulations or uncorrected
misstatements

Understand the independence of
service auditor’s firm from SO

If yes, then consider the impact of
the same on audit

Obtain the understanding of internal
controls relevant to service provided
by SO

Adequacy of standards under which
report is issued

If T-1 or T-2 report is used for
understanding controls at SO, then

Auditor shall not refer the Service
Auditor in the unmodified audit
report unless required by the law

To obtain the
understanding of
their effect on the
user entity's
internal control,

I
Sufficient to
identify & assess
the ROMM

To design &
perform audit
procedures
responsive to
those risks.

If user auditor is not able to obtain
above understanding from user
entity, then

If user auditor’s risk assessment
includes an expectation that controls
at the SO are operating effectively
then obtain SAAE by

Evaluate whether the description and
design of controls at the service
organization is at a date or for a
period that is appropriate for the user
auditor’s purposes

If referring the Service Auditor work
in the unmodified audit report then
mention that this does not reduce
the auditor’s responsibility

|
Obtaining a Type 2 report

Performing appropriate tests of
controls at the SO

Evaluate the sufficiency &
appropriateness of the evidence for
the understanding of the user entity’s
internal control relevant to the audit.

In case of modified opinion and it is
necessary to refer the service
auditor work in the audit report then
mention that this does not reduce
the auditor’s responsibility

Using another auditor to perform
tests of controls at SO

Determine whether complementary
user entity controls identified by the
service organization are relevant to
the user entity and,

user auditor shall modify the opinion
if the user auditor is unable to obtain
sufficient appropriate audit evidence
regarding the services provided by
the service organization

|
If so, obtain an understanding of
whether the user entity has designed
and implemented such controls.

Evaluating the adequacy of the time
period covered by the tests of
controls and the time elapsed since
the performance of the tests of
controls

Evaluating whether the tests of
controls performed by the service
auditor and the results thereof

Report on the description and design of controls at a service organisation (referred to in this SA as a Type 1 report) — A report
that comprises:
(i) A description, prepared by management of the service organisation, of the service organisation’s system, control

objectives and related controls that have been designed and implemented as at a specified date; and

A report by the service auditor with the objective of conveying reasonable assurance that includes the service
auditor’s opinion on the description of the service organisation’s system, control objectives and related controls
and the suitability of the design of the controls to achieve the specified control objectives




Report on the description, design, and operating effectiveness of controls at a service organisation (referred to in this SA as a
Type 2 report) — A report that comprises:

A description, prepared by management of the service organisation, of the service organisation’s system, control
objectives and related controls, their design and implementation as at a specified date or throughout a specified
period and, in some cases, their operating effectiveness throughout a specified period; and

A report by the service auditor with the objective of conveying reasonable assurance that includes:

a. The service auditor’s opinion on the description of the service organisation’s system, control objectives and
related controls, the suitability of the design of the controls to achieve the specified control objectives, and the
operating effectiveness of the controls; and

A description of the service auditor’s tests of the controls and the results thereof




SA 450: Evaluation of Misstatements Identified during the Audit

Objective of the
SA

To evaluate the

Requirements of the
SA

Requirements of
Communication

Evaluating the
misstatements

Before evaluating
uncorrected
misstatement,
reassess the
materiality
whether it is
appropriate

Communication
Requirement

Communication with
TCWG uncorrected
misstatements &
their effects and

Documentation

Clearly trivial
misstatements

Evaluate whether
uncorrected
misstatements are
material,
individually or
together with all.
For this:

Request that
uncorrected
misstatements to be
corrected.

1
All misstatements
& whether they
have been

Accumulate Auditor shall
effect of : >
) - Misstatements communicate on a
identified . - . . . .
. identified during audit timely basis all
misstatements .
. other than those misstatements
on the audit and .. .
clearly trivial. accumulated during
| the audit unless
To Evaluate the | prohibited
SiEES0E - Whether the overall |
ur?correc y Atz gy o Request management
TS ARSI @ audit plan need to be h 5
FS revised to correct those
’ misstatements
| |
Whether the overall If Management
audit strategy or refuses, then
audit plan need to be
revised. |
Obtain understanding

- indication of other
misstatement

- aggregate of
misstatement
reaches materiality
level

as to why Mgmt is not
correcting.

|
Also evaluate the
effect of the same on
FS and opinion.

Understand the
size and nature of
misstatement and
the balance or
transaction
affected

|
The effect of
uncorrected
misstatements
related to prior
periods

Auditor’s
conclusion on
materiality of
uncorrected
misstatement

Also consider the
effect of
uncorrected
misstatement of
the prior periods.

Written
Representation: that
the effects of
uncorrected
misstatements are
immaterial,
individually or in
aggregate, to the
financial statements
as a whole.

Misstatement: A difference between the amounts, classification, presentation or disclosure of a reported financial statement item and the amount,
classification, presentation or disclosure that is required for the item to be in accordance with the applicable FRF. Misstatements can arise from error or fraud.

Misstatement can be Factual, Judgmental or Projected.

Uncorrected Misstatements: Misstatements that the auditor has accumulated during the audit and that have not been corrected.




Scope & Objective

SA 500: Audit Evidence

Requirement of SA

Inconsistency in Audit Evidence

Auditor's responsibility to design and
perform audit procedures to obtain
sufficient and appropriate audit
evidence.

Obtain sufficient and appropriate
audit evidence

To design and perform audit
procedures in such a way as to

enable the auditor to obtain sufficient
appropriate audit

evidence to be able to draw reasonable
conclusions on

which to base auditor's opinion.

Consider relevance and reliability
of information to be used as an
audit evidence.

If information prepared by Mgmt’s
expert, then:

If audit evidence collected from one
source contradicts another or if there
are doubts regarding reliability of
information, then

perform additional procedures or
modify the current audit plan
necessary to resolve the matter

evaluate the competence,
objectivity of the expert,
appropriateness of the expert's
work.

|
When using information produced
by the entity, the auditor shall
evaluate the reliability,
completeness, accuracy of the
information




SA 501: Audit Evidence- Specific Considerations for Selected Items

Scope of the SA

Obtain sufficient
appropriate
audit evidence
with respect to

B

Completeness of
Litigations and
Claims

R

Existence &
Condition of

Litigations & Claims

Perform procedures to identify
litigation and claims which may
give rise to ROMM including

Inventory (if material)

Attendant Physical counting unless
impracticable and

Inquiry with Management or in
house legal counsel

Evaluate management’s instruction &
procedure of count (Inquire)

Segment Information

Obtain understanding of the
methods used by the management
in determining segment
information. Evaluate whether
such methods are appropriate

Inspect minutes of meetings of
TCWG and internal or external
legal counsel

Observe Management'’s Physical Inventory
Count

Perform analytical procedures or
other audit procedures to gather
evidence

Inspect Inventory and its condition

sy Inspect and test legal expenses
| |
P&D of Segment Ff auditor has assessed thgt ROMM
. is present, then communicate with
Reporting

External Legal Counsel.

Reperform Inventory count or test counts

Management to provide letter of
inquiry which is sent by auditor
and legal counsel to communicate
directly to auditor.

If inventory count performed at any other
date or inventory count was not feasible at
closing date

Perform count at other date and then
perform additional procedures

If law prohibits direct
communication or if management
refuses to provide letter or
permission to communicate or
External Legal counsel denies to
respond after receiving the letter
of inquiry then

If not able to perform additional
procedures the modify opinion

For inventory with third party which is
material

Perform additional procedures to
gather sufficient and appropriate
audit evidence

Request 31 party confirmation for
existence and condition

If auditor is unable to gather
evidence, then modify the opinion

Perform inspection or other procedures if
possible

Obtain written representation that
all litigation and claims has been
disclosed to auditor and there are
accounted and disclosed
appropriately.




Scope of the SA
& Objective of
the Auditor

Scope

This SA deals with
auditor's use of
external
confirmation
procedures to
obtain audit
evidence.

SA 505: External Confirmations

Requirement of

SA

Maintain control
over external
confirmation
request by

Management's refusal to allow the

auditor to send a confirmation request

Inquire the reason for the refusal and seek
audit evidence to verify validity and
reasonableness the reason provided

Responses of confirmation and its
impact

If positive confirmation is necessary to
obtain, then alternate procedures will not
be sufficient if no response is received.

Objective

To design and
perform external
confirmation
procedures to
obtain relevant &
reliable audit
evidence.

Determining the
information to be
confirmed or
requested

Evaluate the implications on assessment of
ROMM and NTE audit (might require
revision)

Also, auditor should determine the
implications on audit opinion.

Selecting the
Appropriate
confirming party

Perform alternate audit procedures.

If any exception is received, the investigate
and obtain further audit evidence.

If the refusal is unreasonable and auditor
is unable to gather audit evidence, then

Negative confirmation provides less
persuasive audit evidence than positive

Evidence

Reliability

Direct Evidence is
more reliable than
indirect.

?jﬁ;ﬁr;r;%ig;e Evaluate the impact on audit opinion and
communicate with TCWG
requests.
|
Sending the Reliability of External Confirmation

requests, including
follow-up requests.

Evidence obtained
from independent
source is more
reliable

Evidence in
document form is
more reliable

Request

If auditor identifies any issue on reliability,
then obtain further audit evidence to
resolve the same

Negative confirmation should not be used
as sole audit procedure to gather audit
evidence unless

ROMM for that assertion or balance is low

Control reliance is high and Sufficient and
appropriate audit evidence is obtained
from TOC

After further audit evidence, if auditor
decides that response received is not
reliable then consider its impact on ROMM
incl risk of fraud.

Population consists of large items, small
homogeneous group with low balance.

Low exception rate is expected

Low or practical no chance of ignorance or
non-consideration of the confirmation
request. That recipient will not disregard
the confirmation received by him.

Evaluate the evidence obtained by external confirmation process and identify whether additional procedures are required to be performed




Scope & Objective of
the SA

Scope: Auditor's
responsibilities relating
to opening balances
when conducting an

initial audit engagement.

Audit Procedures

Read the most recent FS and PY auditor's report.

SA 510: Initial Audit Engagements- Opening Balances

Audit Conclusion and reporting

If auditor is unable to obtain SAAE regarding opening
balances or

Determine whether prior period's closing balance
has been correctly brought forward.

Objective:
Obtain SAAE regarding

Determine whether the opening balances reflect
appropriate accounting policies.

If balances contain misstatement, not properly presented,
or disclosed or

Whether opening
balances contain
material misstatements

Perform audit procedures on opening balances.

If accounting policies are not consistently applied in
relation to opening balances or changes are not properly
accounted or

Whether Appropriate
accounting policies are
consistently applied,
and any change thereto
has been properly
accounted for,
presented, and
disclosed.

If current period financial statements are misstated
due to misstatement in opening balances,
communicate with management or TCWG.

If the modification in PY audit report is relevant and
material to the CY FS, then

Modify or disclaim the opinion

Consistency of Accounting Policies: Obtain SAAE as
to whether the accounting policies are consistently
applied and in case of any changes, whether properly
accounted for, presented, and disclosed.

Relevant Information in the Predecessor's
Auditors Report: If modification in predecessor
Auditor’s report, evaluate the effect of the matter
giving rise to such modification with respect to
current period's financial statements.




Scope of the SA
& Objective of

the Auditor

Scope
Auditor’s use of
SAP near the
end of the audit
that assist the
auditor when
forming an
overall
conclusion on
the financial
statements

SA 520: Analytical Procedures

Information used for
Substantive Analytical
Procedures

Check suitability of SAP for
the identified assertion and
assessed risk

Check the reliability of the
data used for source and
development of
expectation (whether data
is accurate and complete)

Procedure for performing SAP

Determine the SAP procedures
required to be performed (alone
or with other substantive
procedures) as per SA 330.

Investigating results of
analytical procedures

If fluctuations, exceptions, or
any difference is identified
that is significant based on
materiality determined

Check the information used for
SAP (27 Column)

Inquire with management &
obtain SAAE

Other
information

SAP are generally
performed over
large data which
are predictable
over the time

_r

Objective

To obtain
relevant &
reliable audit
evidence when
using SAP.

—_—

design and
perform
analytical
procedures near
the end of the
audit

Evaluate nature and
relevance of data. (Why
that data was created or
where it can be used)

Develop independent
expectation of the amounts or
ratios to identify the
misstatement

Perform Other Audit
Procedures

Both Financial and
Non-Financial
information can be
used in SAP

Understand the
effectiveness of the
Controls placed on that
generation information

Determine any difference exists
that is acceptable without any
further investigation

Analytical Procedures means evaluations of financial information through analysis of plausible relationships among both financial and non-financial

data.

Analytical procedures also encompass such investigation as is necessary of identified fluctuations or relationships that are inconsistent with other
relevant information or that differ from expected values by a significant amount.




Scope of the SA &
Objective of the
Auditor

SA 530: “Audit Sampling”

Sample design, size, and
selection of items for testing

Performing Audit Procedures &

Evaluating Results

What will increase / decrease sample size
in case of TOD

Audit Sampling: The application of audit procedures to less than 100% of items within a population of audit relevance such that all the sampling units
have a chance of selection in order to provide the auditor with a reasonable basis on which to draw conclusions about the entire population.

Sampling Risk: The risk that the auditor’s conclusion based on a sample may be different from the conclusion if the entire population were subjected to

the same audit procedure. There are two types of sampling risk i.e. False Positive and False Negative

Anomaly: A misstatement or deviation that is demonstrably not representative of misstatements or deviations in a population.

Scope: When the
auditor has
decided to use
audit sampling
(statistical and
non-statistical
sampling) in
performing audit
procedures.

Objective: To
provide a
reasonable basis
for the auditor to
draw conclusions
about the
population from
which the sample
is selected.

For Sampling, auditor shall
consider: (PCSCMR)

Perform audit procedures which
are appropriate

‘ Purpose of Audit Procedure

‘ Characteristics of Population

If procedure not applicable, then
select another sample

higher the auditor’s assessment of the risk of
material misstatement, the larger the sample
size needs to be

Sample Size sufficient to reduce
sampling risk to a low level.

ensure that each sample has
chance of being selected

1
If unable to apply procedure or
unable to test, then consider
sample as misstatement or
deviations

|
The more the auditor is relying on other
substantive procedures the smaller the
sample size can be from this testing.

Define what is deviation or
misstatement wrt to samples

Project Misstatement to entire
population unless it is anomaly.
(Not applicable to TOC)

The greater the level of assurance that the
auditor requires the larger the sample size
needs to be

Sample should represent the
entire population (same
characteristics)

Evaluate the result of the sample
testing and understand whether
SAAE is gathered

The lower the tolerable misstatement, the
larger the sample size needs to be

The greater the amount of misstatement the
auditor expects to find in the population the
larger the sample size needs to be




SA 540: Auditing Accounting Estimates, Including Fair Value Accounting
Estimates, and Related Disclosures

Scope of the SA &
Objective of the
Auditor

Scope: auditor’s
responsibilities
regarding
accounting
estimates,
including fair value
accounting
estimates, and
related disclosures
in an audit of
financial
statements

Assessment of the
ROMM for AE (SA 315)

Understand the
requirement of AFRF
w.r.t. to AE & its
disclosures

Responsed to assessed risk
for AE (SA 330)

Whether mgmt. has
appropriately applied AFRF
for AE

How Mgmt identifies
transactions, events &
conditions that may give
rise to the need for AE

Whether mgmt. has
appropriately & consistently
applied methods for AE

Estimation Uncertainty
related to significant riski

How management has
considered alternative
assumptions why it has
rejected them how
management addressed
estimation uncertainty

P&D related to AE
and Other
information

Auditor shall obtain
SAAE related to P&D
as per AFRF

Check AE by validating with
evidence available till audit

[

Whether significant
assumptions used by
management are reasonable

For AE that give rise
to significant risks,
adequacy of the
disclosure of their
estimation
uncertainty

| How management report date
makes the AE including
It expands on how |
st Sl el S S0 I Check the following:
and other relevant Method used in AE
SAs are to be |
applied in relation | H N
i t t

0 EXEERILEL Applicable controls AE\;\;ICIEg?nggemen fakes the
ESHVHE S present for AE

I I !
Objective: auditor If Mgmt used expert and Method used in AE

is to obtain
sufficient
appropriate audit
evidence whether:

its assessment

I

If management has not
adequately addressed the
effects of estimation
uncertainty on AE that give
rise to significant risk

Obtain written
representation
significant
assumptions used in
making accounting
estimates are
reasonable

Accounting
estimates in FS are
reasonable

Assumption made in AE

OE of Applicable controls

[

develop a range with which
to evaluate the
reasonableness of the
accounting estimate

|
related disclosures
in the FS are
adequate

If any, change in method
of making AE, if yes,
then reason for such
change

Assumption made in AE

how management has
assessed the effect of
estimation uncertainty

Develop point estimate or a
range to evaluate mgmt’s
point estimate, for that:

Obtain SAAE regarding
management’s decision to

recognize, or to not recognize

Indicators of possible
management bias do
not themselves
constitute
misstatements.
Evaluate
management bias

assess the effect of
estimation uncertainty

Compare the assumptions
and method used by auditor
with mgmt’s

selected measurement basis
for the accounting estimates

Evaluate the PY
estimates and their
outcomes. Also evaluate
CY estimates and their
outcomes if present till
audit report date

If different then understand
the reason and evaluate
whether auditor’s point
estimate or range is sufficient
to evaluate the difference

If auditor is using range, then
narrow range until all
outcomes within the range
are considered reasonable.

Accounting estimate: An approximation of a monetary amount in the absence of a precise means of measurement. This term is used for an amount measured

at fair value where there is estimation uncertainty, as well as for other amounts that require estimation. Where this SA addresses only accounting estimates
involving measurement at fair value, the term “fair value accounting estimates” is used.




Scope &
Objective of the
SA

Scope: Auditor's
responsibilities
regarding
related party
relationships and
transactions

_—

Objective: to
obtain an
understanding of
related party
relationships and
transactions

—_—

To recognize
fraud risk factors,
if any, arising
from related
party
relationships and
transactions

—_—

To conclude
whether the
financial
statements
affected by those
relationships and
transactions

T

Achieve a true &
fair presentation

_

Are not
misleading

_—

where the AFRF
establishes
related party
requirements,
obtain SAAE
whether related
party
relationships and
transactions have
been
appropriately
identified,
accounted for
and disclosed in
the FS

Understanding the Entity’s
Related Party Relationships
and Transactions

auditor shall inquire of
management regarding

Responses to ROMM over RP

relationship and transaction

If the auditor identifies
undisclosed RP arrangement &
transactions or

SA 550: Related Parties

Identified Significant Related
Party Transactions outside the
Entity’s Normal Course of
Business

Inspect the underlying
contracts or agreements &
evaluate:

identity of the entity’s
related parties and change
in them from PY

nature of relationships
between the entity & these
related parties

If the auditor identifies any
information which points to
undisclosed RP arrangement &
transactions, then

Business Rationale of the
transactions

transactions with these
related parties & type and
purpose of the transactions

Communicate to the whole
engagement team

Assess indication of fraud risk
in transaction

Written

Representation

They have disclosed to
the auditor the identity
of the entity’s related
parties and all the
related party
relationships and
transactions of which
they are aware

Obtain understanding of the
controls placed over:

Request management to
identify all transactions with
the newly identified

terms of the transactions are
consistent with management’s
explanations

Identification & disclosure of
RP relationships &
transactions

Inquire as to why the entity’s
controls over related party
relationships & transactions
failed

transactions have been
appropriately accounted for
and disclosed as per AFRF

They have
appropriately
accounted for and
disclosed such
relationships and
transactions

Authorize & approve
significant transactions &
arrangements with RP
(within or outside business)

Perform appropriate
substantive audit procedures
relating to such newly
identified related parties

Obtain SAAE that the
transactions have been
appropriately authorized and
approved

Inspect records or
documents, for
arrangements that may
indicate the existence of RP
relationships or transactions
that Mgmt has not
previously identified or
disclosed

Reconsider the risk that other
related parties or significant
related party transactions may
exist that are unidentified

Evaluate the management’s
assertion related to arm’s
length price

In case when significant
transactions outside the
entity’s normal course of
business is identified then
auditor shall inquire about
nature of transaction and
potential involvement of RP

If the non-disclosure by
management appears
intentional then assess fraud
risk factors

Evaluate the P&D of the
related party transaction as
per AFRF

Share RP information with
other engagement team
members

After above procedures:
Assess whether ROMM or
fraud risk is present

Related party-

A party that is either: a related party as defined in applicable FRF or

where applicable FRF establishes minimal or no related party requirements:

- A person or other entity that has control or significant influence, directly or indirectly through
one or more intermediaries, over the reporting entity,

- Another entity over which the reporting entity has control or significant influence, directly or
indirectly through one or more intermediaries; or

- Another entity that is under common control with the reporting entity through having:

e common controlling ownership,

* owners who are close family members, or

* common key management.




Scope &
Objective of
the SA

Scope: Auditor’s
responsibilities
relating to
subsequent
events in an
audit of financial
statements

T

Doesn’t deal
with para 19 of
SA 720
(Misstatement
identified after
AR issued in
other
information)

—_—

Objective:
Obtain SAAE for
events between
DoFS & DoAR
that require
adjustment,
disclosure in FS

—_

Whether above
events are
appropriately
reflected in FS

—

Respond
appropriately to
facts after DoAR
that could had
change the
original AR if
known earlier

SA 560: Subsequent Events

Events between DoFR and
DoAR

Perform audit procedures to
obtain SAAE for all events
between the DoFS and DoAR
that require adjustment or
disclosure in the FS

auditor is not expected to
perform additional audit
procedures on areas where
already testing is done &
satisfactory conclusions have
been obtained

|
Obtaining understanding of
any procedures management
has established to ensure that
subsequent events are
identified

Inquire with management
and TCWG as to whether any
subsequent events have
occurred which might affect
the financial statements

|
Reading minutes that have
been held after the date of the
financial statements

Reading the entity’s latest
subsequent interim financial
statements

Events after DoAR but
before issue of FS

Auditor has no obligation to
perform any audit procedures
regarding the FS after the
DoAR

Written
Representation

Events after DoAR after
issue of FS

Auditor has no obligation to
perform any audit procedures
regarding the FS after the
DoAR.

Auditor shall request
Mgmt and TCWG to
provide a written
representation that all

If any material fact becomes
known to the auditor, then.

I events occurring after
the date of the FS and

for which the AFRF

requires adjustment or

If any material fact becomes
known to the auditor, then.

The auditor needs to perform
the following steps

Discuss the matter with
management

| disclosure have been
adjusted or disclosed in
FS

Discuss the matter with
management

Determine whether the FS
need amendment

Determine whether the FS
need amendment

Inquire how management
intends to address the matter
in the FS

Inquire how management
intends to address the matter
in the FS

If management amends the
financial statements

If management amends the
financial statements

Carry out the audit
procedures necessary in the
circumstances on the
amendment

Carry out the audit
procedures necessary in the
circumstances on the
amendment

Perform Column 2 procedure
and data the AR again

Review the steps taken by
Mgmt to ensure that anyone
in receipt of the previously
issued FS with AR thereon is
informed of the situation.

Provide a new auditor’s
report on the amended FS

Perform Column 2 procedure
and data the AR again

|
When law or AFRF does not
prohibit Mgmt from

If Management not required to issue amended FS,
accordingly, the auditor need not provide an
amended or new auditor’s report.

If Auditor believes that FS were required to be
amended and they were not amended by
management then,

If AR not issued yet, then modify the opinion

If AR issued then, then notify Mgmt that not to
circulate the FS & if Mgmt still does circulate the FS

restricting the amendment of
the FS or TCWG from
approving amended FS due to
subsequent events

Provide a new auditor’s
report on the amended FS

[
When law or AFRF does not
prohibit Mgmt from
restricting the amendment of
the FS or TCWG from
approving amended FS due to
subsequent events

[
If Mgmt not required to
update the FS, then follow
(Left side steps)

Amend the auditor’s report to
include an additional date
restricted to that amendment

Take appropriate action, to seek to prevent reliance
on the AR and consult for legal advice

Provide a new or amended
AR that includes a statement
in an EOM or OM Para

—



Scope &
Objective

Auditor’s
responsibilities
in the audit

of FS relating to
going concern
and the
implications on
the auditor's
report.

_—

Obtain SAAE
regarding, and
conclude on, the
appropriateness
of Mgmt use of
the going
concern basis of
accounting in
the preparation
of the FS.

—_—

To conclude,
based on the
SAAE whether a
material
uncertainty
exists related to
events or
conditions that
may cast
significant doubt
on the entity’s
ability to
continue as a
going concern.

—_—

To reportin
accordance with
this SA

Risk Assessment
& Audit
Procedure

Consider whether
events or
conditions exist
that may cast
significant doubt
on the entity’s
ability to continue
as a going concern

When conditions or
events are identified

Understand whether
material uncertainty
exist may cast
significant doubt on the
entity’s ability to
continue as a going
concern

SA 570: “GOING CONCERN”

Audit Conclusions

If use of Going Concern is
appropriate but a material
uncertainty exists, then

Implications on AR

In case, where the going concern
is inappropriately applied the
issue adverse opinion

Understand the
Mgmt’s
assessment, if not
performed then
understand how
Mgmt used Going
Concern
assumption.

Request Mgmt to make
an assessment if they
have not performed yet

Evaluating
management's plan of
future actions.

Check adequately disclose the
conditions that raise
significant doubt

[

Evaluate Mgmt’s
Assessment by
considering same
period (min 12M
from DoFS)

Analyzing the cash flow
forecast of the entity.

Mgmt's plan to deal with
these events

If adequate disclosure about the
material uncertainty is made in
the FS, then AR should include
separate section on material
uncertainty

Evaluate CAR of the
Data used in Cashflow

Disclose clearly that there is a
material uncertainty in FS

Auditor shall
inquire of
management for
period beyond
Mgmt’s
Assessment

Consider additional
information become
available post Mgmt’s
assessment

If adequate disclosure about the
material uncertainty is not
made in the FS, then issue
qualified or adverse opinion
and in basis of qualification
mentioned material uncertainty




Scope and Objective

SA 580: Written Representations

Written Representation
as Audit Evidence

Doubt as to the Reliability
of Written Representations

Important points to be
considered

Scope: auditor's
responsibility to

obtain written
representation from
management and, where
appropriate, those charged
with governance.

Although Written Representations
provide necessary audit evidence, they
do not provide sufficient appropriate
audit evidence on their own.

If the auditor has concerns
about the competence,
integrity, ethical values, or
diligence of management,

management does not provide
one or more of the requested
written representations

Objective:

To obtain written
representation from the
Mgmt or TCWG regarding

The date of Written Representation
shall be as near as practicable to, but not
after, the date of the auditor's report

auditor shall determine the
effect that such concerns on
the reliability of written
representations

Discuss the matter with
management.

Re-evaluate the integrity of
management

They have fulfilled their
responsibility for the
preparation of the FS & for
the completeness of the
information provided to
the auditor

written representations shall be in the
form of a representation letter addressed
to the auditor

If written representations are
inconsistent with another
audit evidence, then perform
additional audit procedure to
gather SAAE to resolve
conflict

evaluate the effect on the
reliability of representations

To support other audit
evidence relevant to the
financial statements or
specific assertions

To respond appropriately
to written representations
provided by Mgmt or
TCWG or

To respond appropriately
to written representation
not provided by Mgmt or

TCWG.

If the auditor concludes that
the written representations
are not reliable then consider
the effect on AR

Take appropriate actions,
including determining the
possible effect on the
opinion in the AR

If auditor concludes that there is
sufficient doubt about the
integrity of management

If management does not provide
the written representations

Then auditor shall disclaim an
opinion on the FS




Delegation of Work &
Responsibility

When the auditor
delegates work to
assistants or uses work
performed by other
auditors and experts, he
will continue to be
responsible for expressing
his opinion on the financial
information

SA 600: Using the Work of Another Auditor

Principal Auditor’s Procedure

Before accepting as principal auditor
evaluate the following

The materiality of the portion, which is
going to get audited by Principal
Auditor,

Co-ordination Between
Auditors

There should be sufficient
liaison between the principal
auditor and the other auditor

|
he will be entitled to rely
on work performed by
others

principal auditor's degree of knowledge
regarding the business

There should be sufficient
liaison between the principal
auditor and the other auditor

Reporting Considerations

If Principal Auditor is not able to
use the work of other auditor &
he was not able to perform any
additional procedures on
Component FS then

risk of material misstatements in the
financial information of component

provided he exercises
adequate skill and care

Additional Procedures mentioned below

principal auditor may require
the other auditor to answer a
detailed questionnaire
regarding matters on which
the principal auditor requires
information

Issue qualified or disclaim the
opinion due to limitation on
scope

principal auditor would not be
responsible in respect of the
work entrusted to the other
auditors unless

and is not aware of any
reason to believe that he
should not have so relied

the principal auditor should consider
the professional competence of the
other auditor if he is not ICAI member

In case where the branch
or component auditor are
appointed & auditor rely
on the work performed by
them then the auditor’s
report should expressly
state the fact of such
reliance

Perform audit procedure to gather SAAE
whether the work of another auditor is
adequate for Principal Auditor’s purpose

Advise other auditor about use of his
work by principal auditor

Not Applicable to Joint
Auditor or Auditor’s
relationship with previous
auditor

Inform the other auditor of matters such
as areas requiring special consideration,
procedures for the identification of
inter-component transactions

SA will not ply when
principal auditor considers
the component to
immaterial.

Advise the other auditor of significant
accounting, auditing, & reporting
requirements & obtain representation
as to compliance with them

principal auditor might review a written
summary of the other auditor’s
procedures and findings

[
When all the individual
immaterial components,
combinedly are material
then this SA will apply

principal auditor may also wish to visit
the other auditor

Evaluate as to how the
work of another auditor
will impact the audit

The principal auditor should consider
the significant findings of the other
auditor

principal auditor may discuss with the
component auditor and the Mgmt the
audit findings

He may also decide that supplemental
tests on FS of the component

Where the other auditor’s report is
modified, the principal auditor should
also document how he has dealt with the
qualifications or adverse remarks
contained in the other auditor’s report
in framing his own report

Suspicion is aroused about the
reliability of the work
performed by the other auditors

Suspicion is aroused about the
reliability of the work
performed by the other auditors

State clearly the division of
responsibility for financial
information of the entity by
indicating the extent to which
the financial information of
components audited by the
other auditors have been
included in FS




SA 610“Using the Work of Internal Auditors”

Scope & Objective

EA’s responsibilities if using
the work of IA in obtaining
evidence and in direct
assistance

Determine the areas where IA will
help

determine whether the work of the IA
function can be used for audit by

Understand the work

performed by IA

Communicate the IA for planned

use of its work and co-ordinate

|
Not Applicable if entity has no
IA function or IA function is
not relevant or not reliable

Understanding the IA organizational
status and the objectivity of the IA

Understanding the level of competence
of the IA

[
EA shall read the reports of IA

and understand the work
performed by them

Procedures and Pre-

Conditions for Direct
Assistances

Unless prohibited by law, IA
directly assist EA.

This SA is applicable once the
EA has understood the IA
function as per SA 315

Whether the IA applies a systematic &
disciplined approach, including quality
control.

EA shall perform sufficient and
appropriate procedures to
evaluate whether the work can
be used

|
EA shall assess the threat to
objectivity and competence of
IA

Obtain written agreement
from the entity.

1
EA will be solely responsible
for audit opinion even if he
relies on IA function

If no to above three (OCA), then do not
use the work of IA

Objective: Where there is IA
& EA expects to use work of
IA or take direct assistance
then

EA shall make all significant judgments
to prevent undue use of the work of the
IA function

Understand whether the work of

IA was properly planned

Obtain written agreement
from the internal auditors

Determine the areas where 1A
will help

Where more judgement is involved in
planning, performing, or evaluating
audit evidence

Whether IA has obtained SAAE
to draw their conclusions

Direct, supervise and review
the work performed by the
IA.

[
Whether the work of 1A will
be adequate for audit

To direct and supervise the
work of IA in case of direct
assistance

Where the assessed risk of material
misstatement is high or special where
there is significant risk

Whether the conclusion reached

are appropriate based on their
findings

Communicate with TCWG regarding the
plan to use the work of IA Function




SA 620: Using the Work of an Auditor's Expert

Scope & Objective

Scope: Auditor's responsibilities
regarding the use of auditor’s
expertise other than for
accounting or auditing when
that work is used to assist the
auditor in obtaining SAAE.

Determining the Need for Expert

Determine if expert required for
field other than accounting &
auditing to obtain SAAE

Understanding the Field &
Adequacy of work performed

Whether the area of expertise is
relevant to audit purpose

Auditor will be solely
responsible for audit opinion
even if he relies on Auditor’s
Expert

To determine the NTE of Expert’s
work Auditor shall consider the
following

Whether any law, standards, or
regulation applicable to expert and
his work

Reference to the Expert
in the Auditor's Report

Auditor shall not refer the
expert’s work in the
unmodified audit report
unless required by the law

Nature of Matter of expertise

Assumptions and Methods used by
expert and its CAR

Objective: To determine
whether to use the work of an
auditor's expert; and

ROMM & Fraud Risk for that
matter

Data used by expert and its CAR

If referring the expert’s
work in the unmodified
audit report then mention
that this does not reduce
the auditor’s
responsibility

Significance of Expert’s work

If using the work of an auditor's
expert, to determine whether
that work is adequate for the
auditor's purposes.

Auditor’s knowledge about matter

The relevance and reasonableness of
expert’s finding with another audit
evidence

Previous experience with expert

If work performed by the Expert is
not adequate, then agree with expert
to perform additional procedure or

In case of modified
opinion and it is necessary
to refer the expert’s work
in the audit report then
mention that this does not
reduce the auditor’s
responsibility

Application of Quality Control
Policy on Expert

Perform additional audit procedure
as necessary

Competence, Capabilities and
Objectivity of the expert

Evaluation of Objectivity will
include the following

[
Inquiry with expert regarding his
relationship and interest in
company

Relationship will include Business
interest, Financial Interest and
Provision of Service

Auditor may also choose to obtain
the written representation from
expert




SA 700: Forming an Opinion and Reporting on Financial Statements

Requirements to form and

Scope & Objective

Auditor's
responsibility to form
an opinion on the
financial statements.

opinion Whether

Obtain RA whether FS are free
from MM due to F&E

Supplementary

Auditor's Report
Information

(TA-AB-GKO-MRAR-CC-SPD)

Title “Report of Independent Auditor” Info that is not required by

Deals with the form
and content of
auditor's report.

|
SAAE is obtained as per SA 330

I AFRF

Mention appropriate Addressee I

TUM is material

This SA applies to the
complete set of
general purpose
financial statements

FS are prepared as per AFRF

FS disclose the significant
accounting policies

1 Evaluate Supplementary Info
is clearly differentiated from

Auditor’s Opinion: Audited FS
(EA-TNP) |
. . If no, then ask management
- Identify Enti ’ : +
- State l?; havet}l; een audited to change & differentiate
- Identify Title of each FS |
- Refer to the Notes
- Specify Period of FS If Mgmt refuses, then identify

the unaudited supplementary

Objectives: To form
an opinion on the FS
based on an
evaluation of the
conclusions drawn
from the audit
evidence obtained

Accounting Policies are per
AFRF

| info and explain in AR that

Para mentioning “true and Fair view” or info is not audited

”

“presented fairly” or in “material respects

Estimates by Mgmt are
reasonable

To express clearly
that opinion through
a written report

|
Info presented in FS is relevant,
reliable, comparable &
understandable (RRCU)

Basis of Opinion: (AAIS)

- Audit as per SA

- Auditor’s responsibility Reference
- Independence of Auditor

- SAAE evidence obtained

Adequate disclosure to enable
user to understand material
transactions

Going concern disclosure, if required

Whether terminology and title
used in FS are appropriate

KAM for listed entities

Other information (SA 720)

If FS drafted as per Fair
Presentation Framework, then
whether fair disclosures are
made

Mgmt’s Responsibility in preparing FS & going
Concern

[
Auditor’s Responsibility for Audit of FS

- Obtain RA

- Issue Opinion

- No Guarantee

- Define Material

- Professional Judgement

- Professional Skepticisim
- Risk Assessment

- Obtain SAAE

- Understanding IC

- Evaluate Accounting Policy
- Going Concern validation

Entities & Components Audited by Component
Auditor

Communication with TCWG

Signature, Place and Date




SA 701: Communicating Key Audit Matters in the Independent Auditor’s Report

Scope & Objective

auditor’s responsibility to
communicate key audit matters in the
auditor’s report

Determining KAM

Auditor shall determine, from the
matters communicated with TCWG

Inclusion and Exclusion in KAM

KAM should not be used for:

It includes auditor’s judgment as to
what to communicate in the auditor’s
report and the form and content of
such communication

Those matters that required
significant auditor attention in
performing the audit

A substitute for disclosures in the
financial statements

Reporting

A separate section in
audit report
mentioning each KAM
separately

applies to audits of complete sets of
general-purpose financial statements
of listed entities

For that the auditor shall consider the
following:

A substitute for the auditor
expressing a modified opinion

SA 705 prohibits the auditor from
communicating key audit matters
when the auditor disclaims an
opinion on the financial statements

Areas of higher assessed risk of
material misstatement, or significant
risks as per SA 315

A substitute for reporting in
accordance with SA 570 when a
material uncertainty exists

Shall include a
description why the
matter was
considered as most
significant and how
that matter was
addressed in audit

Objective: to determine key audit
matters & communicate those
matters by describing them in the
auditor’s report

Significant auditor judgments relating
to areas in the FS that involved
significant management judgment or
estimate

A separate opinion on individual
matters

The effect on the audit of significant
events or transactions that occurred
during the period

If no KAM identified
or KAM identified are
already included as
modification or Going
Concern, then
provide the details
with respect to same




SA 705: Modifications to the Opinion in the Independent Auditor’s Report

Scope & Objective

Auditor's
responsibility when
the auditor concludes
that a modification to
the auditor’s opinion
on FS is necessary

Modified Opinion

Qualify Opinion: when auditor
has identified material
misstatement or is not able to
obtain SAAE of which the impact
is material but pervasive

Form and Content of Modified Opinion

Use the section Qualified, Adverse or Disclaimer
of Opinion in AR

Deals with the form
and content of
auditor's report when
the auditor expresses
a modified opinion

All the requirement

Adverse Opinion: when auditor
has identified material
misstatement of which the
impact is material & pervasive
both

Amend Basis of Opinion as Basis of Qualified /
Adverse / Disclaimer of Opinion and include the
description of matter

Communication with Those
Charged with Governance

In case when auditor expects
to modify the opinion then he
communicates the
modification details and
circumstance lead to
modification.

Amend Basis of Opinion where SAAE is
mentioned to include the qualification / adverse
and disclaimer

In case of Disclaimer of Opinion, amend the
auditor’s responsibility to include that auditor
was not able to obtain SAAE

of SA.‘ 700 are Disclaimer of Opinion: when
applicable to the auditor is unable to obtain SAAE
extent not modified of which the potential impact is
by SA 705 material & pervasive both or

I I
Three types of When auditor have identified
modification: multiple uncertainties and
Qualified Opinion, because of which it is not

Adverse Opinion and
Disclaimer of Opinion

possible to form an opinion

Unless required by Law, in case of Disclaimer of
Opinion auditor shall not include KAM as per SA
701 or Other information para as per SA 720

Modification depends
upon Nature of
Matter, inability to
obtain SAAE and
Pervasiveness of
Effects

If Mgmt has imposed limitation
on scope of audit then request
management to remove the
limitation, if Mgmt refuse then
consider the impact on audit
opinion (based on above)

Objectives: To
express clearly
modified opinion

If auditor issues adverse opinion
then he should not issue
unmodified opinion for other
items of FS items

Pervasive - A term used, in the context of misstatements, to describe the effects on the financial statements of misstatements or the possible effects on
the financial statements of misstatements, if any, that are undetected due to an inability to obtain sufficient appropriate audit evidence. Pervasive effects

on the financial statements are those that, in the auditor’s judgment:

(i) Are not confined to specific elements, accounts, or items of the financial statements.

(ii) If so confined, represent or could represent a substantial proportion of the financial statements; or

(iii) In relation to disclosures, are fundamental to users’ understanding of the financial statements.




SA 706: Emphasis of Matter Paragraphs and Other Matter Paragraphs in the
Independent Auditor’s Report

Scope & Objective

Additional Communication in the
audit report when auditor considers
necessary to draw users’ attention on

Emphasis of Matter
Paragraph in AR

If auditor considers it necessary
to draw user’s attention to a

Other Matter Paragraph in AR

If auditor considers it necessary
to communicate

any matter(s) other than those
presented or disclosed in the FS that
are relevant to users’
understanding of the audit, the
auditor’s responsibilities, or the
auditor’s report.

Matter already presented and
disclosed in FS

Matter other than that are
presented & disclosed in FS

That in auditor’s judgement, is
of such importance

That in auditor’s judgement, is
of relevant

Communication with Those
Charged with Governance

In case when auditor expects
to include EOM or OM para in
the opinion then he shall
communicate the details and
circumstance lead to
modification.

Objectives: to draw users’ attention,
when in the auditor’s judgment it is
necessary to do so by way of clear
additional communication

That it is fundamental to user
understanding

To user’s understanding of

I
Of underlying FS audited

Audit, Auditor’s Responsibility
or AR

A matter, although appropriately
presented or disclosed in the FS, that
is of such importance that it is
fundamental to users’ understanding
of the FS

Not required to modify opinion
if EOM is provided

Disclose is not prohibited by law ‘

The matter should not be a KAM
as per SA 701

The matter should not be a KAM
as per SA 701

Any other matter that is relevant to
users’ understanding of the audit, the
auditor’s responsibilities, or the
auditor’s report.

Emphasis of Matter paragraph - A paragraph included in the auditor’s report that refers to a matter appropriately presented or disclosed in the financial
statements that, in the auditor’s judgment, is of such importance that it is fundamental to users’ understanding of the financial statements.

Other Matter paragraph - A paragraph included in the auditor’s report that refers to a matter other than those presented or disclosed in the financial
statements that, in the auditor’s judgment, is relevant to users’ understanding of the audit, the auditor’s responsibilities or the auditor’s report.




SA 710: Comparative Information - Corresponding Figures & Comparative
Financial Statements

Scope of the SA

Auditor's responsibilities
regarding comparative
information in an audit of FS.

In case where the FS were
audited by predecessor auditor
or where not audited then SA
510 will be applicable

Requirements for
Comparative Information

Determine whether FS
contains, as per AFRF,
comparative information,
then evaluate

Requirements for

Corresponding Figures

Auditors’ opinion shall refer to
corresponding figures unless

For Corresponding figures, the
auditor opinion on the FS refers
to only to the current period
only

Whether comparative
information agrees with
amount & other info disclosed
in PY

For comparative financial
statements, the auditor opinion
on the FS refers to each period

Whether accounting policies
reflected in comparative
information are consistent
with those applied in CY

If PY AR includes any
modification which is
unresolved, then modify the CY
AR & include in AR that the
effects or possible effects on CY
numbers are material, or

Requirements for Comparative

Financial Statement

If opinion on PY info is different
from the opinion issued on PY info
in PY then mention the substantive
reason for the same in OM para

If PY FS were audited by
predecessor auditor or were not
audited, then mention the same in
OM para with details

To obtain SAAE about
comparative information in the
FS has been presented in
accordance with AFRF

If any MM appears in
comparative information,
then perform additional
procedures to SAAE. Also
apply SA 560.

Modify CY AR because of effects
or possible effects of unresolved
matter on comparability of
information

To report as per Auditors
Responsibility

Ask for written
representation for all periods
including any prior period
item disclosed in P&L

If MM exists in PY FS on which
unmodified opinion was issued,
then verify the requirement of
AFREF for dealing with such
misstatement or express
qualified or adverse opinion

If MM exists in PY FS on which
unmodified opinion was issued,
then communicate with
management & TCWG and request
that PY auditor should be
informed.

If PY FS are amended and a new AR
is issued, then auditor should
report only on current period

If PY FS were audited by
predecessor auditor or were not
audited, then mention the same
in OM para with details

(a) Comparative information - The amounts and disclosures included in the financial statements in respect of one or more prior periods in accordance
with the applicable financial reporting framework.

(b) Corresponding figures - Comparative information where amounts and other disclosures for the prior period are included as an integral part of the
current period financial statements and are intended to be read only in relation to the amounts and other disclosures relating to the current period

(referred to as “current period figures”). The level of detail presented in the corresponding amounts and disclosures is dictated primarily by its

relevance to the current period figures.

(c) Comparative financial statements - Comparative information where amounts and other disclosures for the prior period are included for
comparison with the financial statements of the current period but, if audited, are referred to in the auditor’s opinion. The level of information included in

those comparative financial statements is comparable with that of the financial statements of the current period.




SA 720: The Auditor's Responsibilities Relating to Other Information

Scope & Objective

Auditor's
responsibilities
relating to other
information,
whether financial
or non-financial,
included in entity's
annual report.

Obtaining & Considering
the Other Information

Through discussion with
management that which
documents comprises annual
report and when they will be
issued

Responding when a material
Inconsistency appears

Responding when the auditor concludes
that a material misstatement of the other
information exists.

Reporting

auditor’s report shall include a separate
section with a heading “Other

[

This SA does not
apply to :

[

Make appropriate
arrangements with
management to obtain, if
possible, prior to the date of
audit report, the final version
of annual report

[

Request management to correct the
information and if mgmt refuses to make
correction the communicate to TCWG

[

If auditors concludes that material
misstatement exists, then report in audit
report in other information para

Information

For an audit of financial statements of a
listed entity, the auditor has obtained,
or expects to obtain, the other
information.

[

Preliminary
announcements of
financial
information or

[

Securities offering
documents,
including
prospectuses.

[

When documents are not
available before date of audit
report then request
management to provide a
written representation that
final version will be made
available

[

If auditors identify Material Misstatement
after date of audit report, then take
appropriate action

For an audit of financial statements of
an unlisted corporate entity, the auditor
has obtained some or all of the other
information

[

To consider
whether there is

[

Consider whether there is
material inconsistency
between OI and FS. For this,
evaluate consistency and
compare selected amounts

[

If auditors identify Material Misstatement
in financial statement, then consider the
impact as per relevant SA

If the auditor is required by a relevant
law or regulation to refer to the other
information in the auditor’s report then
it should contain the minimum of:

Identification of the other information

material |
anonsnsten}cly Consider whether there is
irfftc:/\r,r?:tiztn :\:1 d material inconsistency
financial between OI and knowledge
e — gathered in audit.

| I
Respond Remain ailler.t for 1r.1d1cat10ns
appropriately of material inconsistency

when auditor
identifies material
inconsistencies or
other information
appears to be
materially
misstated.

[

To consider
whether there is
material
inconsistency
between other
information and
auditor's
knowledge
obtained in the
audit.

[

To report in
accordance with
this SA.

A description of the auditor’s
responsibilities

An explicit statement addressing the
outcome of the auditor’s work







