
 

    

Order for video lecture  www.cakit.in 
 

 

 

(1) 

http://www.cakit.in/


 

    

Order for video lecture  www.cakit.in 
 

 

 

2 | | Author: CA. Aseem Trivedi                                    7566758177 

SA-300 

 

 

 

Q.1. Why this SA? 

This Standard on Auditing (SA) deals with the 

Auditor’s responsibility to plan an Audit of Financial 

Statements. The objective of the Auditor is to plan the 

Audit so that it will be performed in an effective 

manner. 

Q.2. Who should be involved while planning 

an Audit? 

According to SA-300 the Engagement Partner and 

other Key Members of the Engagement team shall be 

involved in planning the Audit, including planning and 

participating in the discussion among Engagement 

Team Members. 

SA-300- Planning an Audit of Financial 

Statements- [Effective Date 01.04.2008] 
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Q.3. What preliminary engagement activities 

are required to develop a sound audit 

plan? 

The Auditor shall undertake the following activities at 

the beginning of the current audit engagement: 

 Performing procedures required by SA 220, 

“Quality Control for an Audit of Financial 

Statements” regarding the continuance of the client 

relationship and the specific audit engagement;  

 Evaluating compliance with ethical requirements, 

including independence, as required by SA-220; 

and  

 Establishing an understanding of the terms of the 

engagement, as required by SA-210 

Q.4. What planning activities the Auditor shall 

perform? 

The Auditor shall establish an overall audit strategy 

that sets the scope, timing and direction of the audit, 

and that guides the development of the audit plan. In 

establishing the overall audit strategy, the Auditor 

shall:  
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 Identify the characteristics of the engagement that 

define its scope (for example Tax audit or 

Company Audit, Joint audit or Branch Audit) 

 Ascertain the reporting objectives of the 

engagement to plan the timing of the audit and 

the nature of the communications required; 

(CARO or 3 CD) 

 Consider the factors that, in the Auditor’s 

professional judgment, are significant in directing 

the engagement team’s efforts; (Significant fraud 

risk Factors assessments) 

 Consider the results of preliminary engagement 

activities and, where applicable, whether 

knowledge gained on other engagements 

performed by the engagement partner for the 

entity is relevant; and  

 Ascertain the nature, timing and extent of 

resources necessary to perform the engagement. 
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Q.5. What shall be included in planning? 

The Auditor shall develop an audit plan that shall 

include a description of: 

 The nature, timing and extent of planned risk 

assessment procedures, as determined under SA-

315 “Identifying and Assessing the Risks of Material 

Misstatement through Understanding the Entity 

and Its Environment”.  

 The nature, timing and extent of planned further 

audit procedures at the assertion level, as 

determined under SA-330 “The Auditor’s 

Responses to Assessed Risks”.  

 Other planned audit procedures that are required 

to be carried out so that the engagement complies 

with SA.  

Further it should be noted that the Auditor should 

update and change the overall audit strategy and the 

audit plan as necessary during the course of the audit. 

The Auditor shall plan the nature, timing and extent of 

direction and supervision of engagement team 

members and the review of their work.  
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Q.6. To what extent documentation is required 

under SA-300? 

According to SA-300 the Auditor shall document: 

 The Overall Audit strategy; 

 The Audit plan; and 

 Any significant changes made during the Audit 

Engagement to the Overall Audit Strategy or the 

Audit plan, and the reasons for such changes. 
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THIS SA IN EXAM 

Q.7. You are the Auditor of a garment 

manufacturing company for the last three 

years. This year the company has added 

a new venture of online shopping. As an 

Auditor you would consider what factors 

in formulating the audit strategy of the 

company?       (May 15/ 6 Marks) 

Formulation of Audit Strategy: While formulating the 

audit strategy for a company, following factors may be 

considered - 

General Factors: 

 The engagement objectives. 

 The results of the business review, including major 

developments in the client's business and industry, 

significant operating results and financial 

arrangements. 

 Preliminary judgments as to materiality. 

 Identified inherent risks. The team should also 

consider the risk of fraud and, in particular, any 

evidence of a high level of risk to the firm. They 
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should take into account the results of procedures 

for the acceptance and continuation of clients. 

 The degree to which the team should carry out 

further assessment of controls as a means of 

reducing substantive tests. 

 The broad nature, extent and timing of substantive 

tests, or changes to the previous year's strategy for 

substantive testing. 

 Main points relating to planning and controlling 

the audit or comments on the adequacy of the 

existing arrangements. 

Specific Factors for Online Shopping: 

The Auditor shall also obtain an understanding of the 

information system, including the related business 

processes due to new venture of online shopping, 

including the following areas: The classes of 

transactions in the entity's operations that are 

significant to the financial statements; 

 The procedures, within both information 

technology (IT) and manual systems, by which 

those transactions are initiated, recorded, 

processed, corrected as necessary, transferred to 
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the general ledger and reported in the financial 

statements; 

 The related accounting records, supporting 

information and specific accounts in the financial 

statements that are used to initiate, record, process 

and report transactions; this includes the correction 

of incorrect information and how information is 

transferred to the general ledger. The records may 

be in either manual or electronic form; 

 How the information system captures events and 

conditions, other than transactions, that are 

significant to the financial statements; 

 Controls surrounding journal entries, including 

non-standard journal entries used to record 

nonrecurring, unusual transactions or adjustments. 

Q.8. Designing an Audit Strategy is the 

backbone of the "Audit Planning" 

process. Discuss.   (May 06/ 10 Marks) 

Audit Strategy is includes designing optimised Audit 

approaches to achieve the reasonable assurance at the 

optimum cost within the constraints of time and the 

information available.  
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It is backbone of the Audit planning because it includes 

determination of: 

 The Financial Reporting Framework on which the 

financial information to be audited has been 

prepared, including any need for reconciliation’s 

to another Financial Reporting Framework. 

 Industry-specific reporting requirements such as 

reports mandated by industry regulators. 

 The expected Audit coverage, including the 

number and locations of components to be 

included. 

 The resources to deploy for specific Audit areas- 

allocation of the work amongst the Engagement 

team according to their Audit skills and experience. 

 How such resources deployed as above are 

required to be managed directed and supervised. 

 Engagement budgeting, including considering the 

appropriate amount of time to set aside for areas 

where there may be higher risks of material 

Misstatement. 

 The entity's timetable for reporting, such as at 

interim and final stages. 
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 The organization of meetings with management 

and those charged with Governance to discuss the 

nature, timing and extent of the Audit work. 

 The discussion with management and those 

charged with Governance regarding the expected 

type and timing of reports to be issued Setting 

materiality for planning purposes. 

 Setting and communicating materiality for Auditors 

of components. 

 Reconsidering materiality as Audit procedures are 

performed during the course of the Audit. 

 Preliminary identification of material components 

and account balances. 
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