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Preface to the 6'™ edition:

I\ 5 \"\ \ ) )
ust anoather word tov Learning R \ \ . . X < Wars G \ '"‘)
" Laphael Koster (Creative Director Stan ars Galaxie

v There are so many topics, What to learn & What to read?
\_\ hat if Tm unable to cover the syllabus in last 1.5 days?
v Everyone says learning Key Words is important, but how to identify them?

As a Student I was always bogged down by all such dilemmas & thought how magical it'd be if someone
could make notes & guide me that would make revision a cakewalk in last 1.5 days.

Gandhi Ji says,
"Be the change you want to see”,

so decided that instead of waiting, I should sit down with ICAT Study Material & finally the journey

of these notes began.

It was fun in bringing down a chapter from 60 pages to 15 pages, but it was all my CA Exams Hard work

which paved way for this Smart Work.

Never thought such bulky material could be summarised in such concise manner but as they say,
“Where there's a Will, there's a Way"

Having secured an Exemption at both levels in this paper, T knew that the game is all about Key Words,
so why not share the Cheat Code with everyone!

I'm sure that this book coupled with the Right study strategy can easily help you get an Exemption i

this paper & turn your Fear into Love for Audit.

This is a colour-coded book for easy understanding:

» Black-Headings

+ Blue- Main Concept

. Red- Important Points
+ Green- Amendments

Thankful to my parents, CA Gobind Ram Keswani & Mrs. Rekha Keswani & sister, Dakksha Keswan

their continuous support.

Heartfelt gratitude for Aadil Sayyed, for designing this masterpiece. Also like to thank Bh
Borana Sir for believing in my skill & will Yo make 'Audit a Fun Learning Experience for Stuc

Thankful to Aakash Kandoi Sir for his continuous support. Sincere thanks to Make My Deliver
publishing this book.
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01 Standards on Auditing Lot

UQuality ¢
\"“‘ A} \ ‘
ol for Firms that perform Audits & Reviews of Historical Financial

Informatio
Ahion, and Other Assurance & Related Services Engagements”

Al Firms 1o have system of

Quali
o) ke & soersciinial uality control that provides reasonable assurance that:

comply w
. by PIY With professional standards , requlatory & legal (PRL) requirements, &
SxUca . N . " -

y Tirm ot partners are appropriate in circumstances,

N 3 y
’\\\ REports

Definitions:-

> Enongement Partner(Ep) - “partner

pract

o or other person in firm who is member of ICATI and in full time
e ‘ \ A 14 .

g ¢ andresponsible for engagement and its performance, and for report issued on behalf
o l ) a

ot tirm, and who has appropriate author ity from professional, legal or regulatory body.

» L:‘ i ‘ o . - .
quaenment quality control review -process to provide objective evaluation, before report is
ISsucd, of signific i X . .
ded, of significant judgments that engg. team made and conclusions reached in formulating
report,
»

Engagement quality control reviewer -partner, person in firm, qualified external person, or team
of individuals, with experience and authority to objectively evaluate, before report is issued,
significant judaments engg. team made and conclusions reached in formulating report. However,

in case review is done by a team of individuals, such team should be headed by a member of
ICAT.

Elements of a System of Quality Control
Q) Leadership responsibilities for quality within firm

b) Ethical requirements ".f'
\!

¢) Acceptance and continuance of client relationships and specific engagements
d) Human resources

¢) Engagement performance

f) Moenitoring

Leadership Responsibilities for Quality within Firm

Actions of EP and appropriate msgs to other members of engg. team, in taking responsibility for
overall quality on each audit engg, emphasise:
(a) The importance to audit quality of:

(i) Performing work that complies with PRL requirements

(i) Complying with the firm's quality control policies and procedures as applicable

(iii) Issuing auditor's reports that are appropriate in the circumstances and

(iv) The engagement team's ability to raise concerns without fear of reprisals and
(b) The fact that quality is essential in performing audit engagements.

1.1
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) Lo
‘n Fun [
Independence
‘hould enable firm To: e

Policies & procedures
Jendence requirements to personnel & others.

cumstances creating threat to independence. »
te threats/withdrawal from engg. -

Communicate indel

"4
duate cir

y Tdentify doeve

Take appropriate action to elimina

5
& Procedures in case of breach of Independence requirements

should include requirements for: -
s to promptly notify firm of independence breaches

Policies
policies and procedures
(a) All subject 1o independence requirement
(b) Firm to promptly communicate identified breaches To: - -

(i) EP who, with firm, needs to address the breach &

psonnel in firm and those subject To independence requirements whb need t,

(ii) Other relevant pe
take appropriate action &
P and other individuals of actions taken to resolve the matter

(c) Prompt communication to firm by E
so that firm can determine whether it should take further action.

Notes: :
;\TI_;]_ST annually, firm should obtain written confirmation of compliance with policies and procedure§
on independence from all firm personnel.

Familiarity threat is particularly relevant in F.S. audits of lis
ted after a pre-defined period, normally not more than 7 years.

ted entities. For these audits, EP should

be rota

ance & Continuance of Client Relationships and Engagement
ptance and continuance of client

Accept
satisfied that appropriate procedures regarding acce

EP shall be
wed.

relationships and audit engagements have been follo

Info. such as following assists EP in determining whether decisions regarding accepfance an

continuance of audit engg. are appropriafe:
The integrity of principal owners, key mgf and TCWG of entity

Whether engg. team is competent to perform audit engg. and has necessary

capabilities, including fime and resources S

V\{he'ﬂ'.\er' firm & engg. team can comply with relevant ethical requirements & (4 .‘ [7)

.Slgn'lflc?n’r matters that have arisen during current or previous audit engg, & their Ly

implications for continuing the relationship 7 ' ' S
- S —— i . | e~ ——
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Helps pzrsg:nnzl understand promotion

- " -
af " T Wifhdmwal #rom Engagement T
. _~oredures on withdrawal from engagement include following: TR

t: c -= j_w,‘:-,l-r jiont's mgt ON2 —cW5 rggar‘ding cc’.’to_n that flr.m might take based on "€|er"{ |
Sy " ctances. If firm determines it IS appropriafe fo. withdraw, discussing with appp, f.?qs,
o e mgt_ond W6 withdre wol & reasons for withdrawal from engg. ~OPriate
e ,:T ::; e ment for firm 10 rernain in place, or for firm to report withdrawq| *‘;geth
Considering 7= === 2 ep

'cr W ‘[bi..—'rnﬁw-gl 40 Tas:::.lcr'/ Cu.‘hori‘hes' _
----- ne T vIThul © g 8% = - . . i
. clusions and basis for conclusions.

i ‘ es, consul‘mﬁonS, con
o [Discuss > Withdraw - Reporting > Documenting]

Human Resources

"'Ias/nro:adurzs fo rzas::nable assure That: _

with capabilities. competence & commitment (CCC) to ethical p"i’-‘C‘i;’ﬂes&\‘

hos suff. perso nnel
igte report.

e gvalugfion, compensafion and p
nd mainfegnance of competence an
following parsonnel issue: 7 - B
“mance evaluation 2 Competence/ Capabilities 2 Career Development
personnel needs

Y
-
o
n
"
Co
®
[8)
8]
Q
o)
[s)
jas)
2

romotion procedures give due recognition & rewa;d
d commitment fo ethical principles. &=

: ent - Perior
Sromotion/Com oneation > Estimation of

i 4 -

In particular, the firm:

| ayore of firm's expectations regarding performance and ethical principles;

r
-~

érsor.nzl with evaluation, and counseling on, performance, progress and caree

1
3
Q
=
Q.
Q
n
jae)

dépends on performance quality and adherence to eTHio

iolz<, and failure 10 comply with firm's policies and procedures may result in disciplinary actio

Assignment of Engagement Teams

Eirm establishes procedures 10 as5esS its staff's capabilities and competence.

Capabilities and compefence considered when assigning engg. Teams, and determining level of
supervision reqd, include following:

Understanding, and practical experience with, engg. of similar nafure and complexity thro
appropriate training and participation.

An understanding of PRL requirements.

f\pproprla‘re tochnical knowledge, including knowledge of relevant information technology.
¥nowledge of relevant industries in which clients operate. 7
Ability to apply professional judgment.

Unde . —" ;
nderstanding of firm's quality control policies and procedures.



Engagement Performance

Review responsibiliti ;
s are determined on basis that more experienced engagement feam members,

including engage .
g engagement partner, review work performed by less experienced feam members.

Reviewers consider whethep:

a. Work has been performed in accerdance with PRL

e requirements
Significant matters have been raised for further

o

- . consideration
Appropriate consultations have taken place and resulting conclusions have been documented and
implemented

' There is a need to revi - ~
revise the nature, timing and extent of work performed

The work performed supports conclusions reached and is appropriately documentezd

(PR S

The evidence obtained sufficient and appropriate to support report and
The objectives of engagement procedures have been achizved.

L He a

Supervision includes followiné:
Tracking progress of engagement

A\

>  Considering capabilities and competence of individual members of engg team, whether they have
sufficient time fo carry out work, understand their instructions and work is being carried out in
accordance with planned approach to engagement. |
» | Addressing significant issues arising during engagement, ccnsidering their significancz and
appropriately modifying planned approach appropriately. _ ]
» Identifying matters for consultation or consideration by more experienced engg. feam members.
] Consultation
B Firm should establish policies designed to provide it with reascnable assurance thet:
_a. | Appropriate consultation takes place on difficult or contentious matters
b. | Sufficient resources are available to enable appropriate consultation to take place
_c. | The nature and scope of such consultations are documented and

iIciiica.

d. Conclusions resulting from consultations are documented and implemezntzd

B Engagement Quality Control Review (EQCR)

_| Review Responsibility:

- EP shall take responsibility for reviews being performed as per firm's review policies.
For audits of F.S. of listed entities, engagement partner shall:

v ‘iﬁDe?eﬁcmine’ that an engagement quality control reviewer (EQCR) has been copointaz

v ‘: Discuss significant matters arising during audit engagement, with EQCR and

¥ | Not date auditor’s report until the completion of EQCR i.e. EQCR should be cemplzted beforz Aud
'Report is issued.



ANEENREUEEN

AN

AR NEENEAN

| An EQCR for au

other dif

‘J'udgme

Fir
'For eg, engagement quality control reviewer:
'Is not selected by engagement partner;

Is not subject to othe

e Leann ~—

wik

. q‘i Fur e

dits of F.S. of lis‘rr-ad enTiTies includes consider‘i»n‘;f-h-el %ollow;n .
nt team's evaluation of firm's independence in relation to specific enQ'
fied during the engg. and responses to those risks, =
Judgments made, parﬂcularly w.r.t materiality and significant risks. |

Whether appropriate consultation has taken place on matters involving difference
ficult or contentious matters, and conclusions arising from them, o
significance and disposition of corrected and uncorrected misstatements "d,en‘rl'fied dw,'
Matters to be communicated to management and TCWG and regulatory bodies. o
Whether working papers selected for review reflect work performed in relation to
nts and support the conclusions reached. |

f report to be issued..

Engageme
9ag gement.

Significant risks identi

f Opinigp, N

"9 The eng,

The appropriateness o

Learn with Fun ©

m's policies and procedures are designed to maintain objectivity of EQCR.

Does not participate in engagement during period of review;

Does not make decisions for engagement team; and
r considerations that would threaten reviewer's objectivity.

'Can EP consult EQCR during engagement? Yes as long as it doesn't affect quality of engagement,

‘_Reviewer's objectivity should be maintained.

'Engagement Documentation (ED)
| Assembly of final engg. files on a timely basis. In the case of audit, such a time limit is ordinarily not

more than 60 days after date of auditor's report.

Retention period ordinarily is no shorter than 7 years from date of the auditor’s report, or, if later,

‘the date of the group auditor’s report.

Ownershi .
ership of Engagement Documentation (ED): ED is property of firm. Firm may, at its discretion,

‘make portions p
p of, or extracts from ED available to clients, provided such disclosure doesn't
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procedures, Inveztigation is cupervized Uy partnzr with <

£i

irrn but not involved in enyagement, and includes involving leosl rounczl o rzczssory. Sm

Bigh 54 13 5a ke

and zolz proctitioners may uze qualifizd zstzrnal person or ancther firm Yo carry out investioatior
complaints, allegations and recponzes 1o them are documented. (

(v) Where results of investigations indicate deficiencies in design or opzraticn of the firm's quali-
control policies and procedures, or non-compliance with firm's SQC by individual or individucals, fir

tokes cppropriote action, (Action)

SA 220 Quality Control for an Audit of F.S.
OC - Firm level & SA 220 - Audit engagement level,
biffemnces of Opinion may arise
Within the Engagement Team,
With those consulted, or
Eetween the EP and EQC Reviewer,
Engagement Team shall follow the firm's policies and procedures for dealing with and resol

differences of opinion.

“Like Auditors maintain QUALITY in your studies & fulfil your Dreams”
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in extremely rare Circ
! res compliance with requirements of

"Compliance framework” is used 10 refer to ¢ FRF that requs olanc
framework, but does not contain ccknowledgements in (1) or (1) cbeve
al financial information, inciucing

ents (F.S.) - Structured representation of historica

e L

Financial statem
related notes, intended to communicate an entity’s economic rescu
o5 therein for a period of time in accordance with @ FRF.

time or chang
9

s

©0

Sns o (AU PO~ S— . .
reported financial statement item & the (a/c/p/d) that 1s require

< for the item to be < P4
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plicable FRF. Misstatements can arise from error or frou




it i overnance (TCWG) - Person(s) or organisation(s) (e.g., a corporate trustee)
it resooncinility €40 . L . . i . A

v v‘/ ,f 4 _.'O‘ =g sirategic direction of entity and obligations related to
ALY of entity. (Executive Members-CEQO/CFO/MD)

Tnose cnarged with 2

oo
IVErse.
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i SThical Requirements Relating to Audit of Financial Statements
Auditor shall C'J’ﬂp;y wWith relzvant ovhi E . . . .

- reievant evhnical requirements, including those pertaining to independence.

‘

ot 2 I et & 1 -

feZpenCzntcz Comprises both indz
;

pzndence of mind and independence of appearance.
s ability o act with integrity, be objective and maintain attitude of

rideprrdence ernhances auditor'
Professional Skepticism
=277 10 concitions (!) which may indicate possible misstatement due to error or fraud, anc

znT of audit evidence,

ricism includes bzing alert to, for eg:

AUZiy zviczacz thot contradicts other audit evidence obtained.

Informetion thet brings into ques. rzliability of documents and responses to inquiries to be used
audtt zvidence

Conditions Thet may indicate possible fraud

nat suggest need for audit procedures in addition to those required by SAs.

Wcintaining profzssional skepticism throughout audit is necessary to reduce risks of:

OUrzriooving unusual circumstances
Cvzr gznzrolizing when drawing conclusions from audit observations.

Using incpproprictz cssumptions in determining the nature, timing, and extent(NTE) of the «

. s - . . "R ) ”
roczdures and evaluating the results thereof.

)
'

Professional judgment

» ” - - ’ . § .
¢pplicarion of relevant $raining, knowledge and experience,
- 4

roviced by auditing, accounting and ethical standards,

I
e L o riEsenang
< WiIThnin The contzx

2N

- p - - 1
Y N Modng inTormea gecisions about

.
v the co

ra

zz of cction appropriafe in circumstances of audit engagement.



' d
Mmu‘mhty and au . |
' H(NTE) of audit rocedures used 10 meet requiremen -
Nature, timing, and cxfcnf(N ) p — . 3 N
audit evidence ' . 7
Evaluating whether SA% E has been obtained, and whether more needs fo be done : P
objectives of 5As and thereby, overall objectives of auditor. o, k
Evaluation ©f management’s judgments in applying entity’s applicable FRF. W
d on audit evidence obtained, for eg, assessing reasonab) >
o n
a

f conclusions base
agemen
Risk » Audit Pr

Drawing ©
mates made by man

[Ma'rerialify +

tin prepal"ing F.Ss
SAAE » Conclusions > Mgt judgement]

esti
ocedures >>
‘

ate Audit Evidence (SAAE)
E to reduce audit risk to an acceptqp)
Y

¢ auditor's opinion
bsolute, level of GSSUr‘vqricie o

h auditor's opinion is baseq

sufficient & Appropri
shall obtain SAA

n which to bas
a high, buf notT a

+ conclusions on whic

able assurance, auditor
ble conclusions ©
context of audit of F.5,
d by auditor in arriving @
udit evidence. 7 -

To obtain reason
low level and draw reasond

Reasonable assurance - In
fo. use

. Audit evidence - In
f quantity of a

(i) sufficiency is measure 0

Quantity is affected by: _ o
t of risks of material misstatement (ROMM) and B ~

auditor's assessmen
uch audit evidence. -
(ii) | Appropriateness s measure of quality of audit evidence i.e. i;rs relev
providing support for conclusions on which auditor's opinion is based.

Audit Risk
dit opinion when F.5. are materially misstated. Audi{’ ,

o

o quality of s
ance and ifs r'ehablhtm

Risk that auditor expresses inappropriate au
' risk is function of the risks of material misstatement and detection risk

Ri I :
isk of material misstatement (ROMM) - The risk that F.5. are materially misstated prior 1
, 0 au

Thi : ,
is consists of two components, described as follows at assertion level:

dt.

| Inherent Risk c
| | SUSC@p‘.l'lbI“Ty of an assertion about a ABCD Risk that a mi ontrol Risk
to a misstatement that could be material in a misstatement that could occur |
either individuall ' an assertion about a J

iy g y or when aggregated with could be . . ABCD and that
N f misstatements, before consideration wh feril, efther fndhaducty o |
.| of any related controls =i aggregated ' L
; ] with other |
| misst : I
% . atements, will not be prevented, or “1
| | X ec’r'ed,and corrected, on a timely basis 1!:,
y entity's internal control.




- Why we assess RoMM qt assertion leve|?

' Detection risk - Ris
' level will not detec

ndard """""""Hr') QL““

ROMM may exist at two |eyes: 7 N

Overall F.s, '(.'.V(:l i e e ——
I o :e. relate to F.S. as a whole Assertion level for CoTs, account
potentially affecting many assertions

balances, and d_i_sclosures (ABCD)

ROMM at assertion leve] are assessed in o

hecessary to obtain SAAE. This evidence i ot
~acceptably low level of audit risk.

K that procedures performed by auditor to reduce audit risk to acceptably low
T a misstatement that exists and could be material, either individually or when

aggregated with other misstatements i.e. Risk of not detecting a material misstatement.

Scope of Audit

Auditor's opinion on F.S. deals with whether F.S. are prepared, in all material respects, as per
applicable FRF.

Such an opinion is common to all audits of F.S.

Auditor's opinion therefore doesn't assure, future viability of entity nor efficiency or effectiveness

with which mat has conducted affairs of entity.

In some cases applicable laws and regulations may require auditors to provide opinions on other
specific matters, such as effectiveness of internal control, or consistency of a separate mgt report
with F.S, — ,

While SAs include requirements and guidance in relation to such matters to the extent they are
relevant to ferming an opinion on F.S., auditor would be required to undertake further work if auditor
had additional responsibilities to provide such opinions.

The Premise (Responsibilities of Mgt & TCWG)
For preparation and presentation of financial statements (PPFS) as per applicable FRF:
this includes design, implementation and maintenance (DIM) of internal control (IC) relevant to PPF:

]

free from material misstatement, whether due to fraud or error; &

(@) Al imTormaticon such as records and documentation, & other matters relevant o PPFS

) & a « T

() Armyv odc tong! into thet cuditeor may request from mgt and, where appropriate, TCWG and
~ e .

To these within entity from whom auditor determines necessary to obtai
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wsibility for pPFS, mgt and, TCWG are responsible for:

As part of their respor ‘
ble FRF , in contex? of relevant laws or reqgulations,

Identification of applica
PPES as per that framework.
Adequate description of that framework in Fi5:
of F.5. requires mgt 10 exercise judgment in making a/c estimates that gp,,

e o/c policies, These judgment —

and apply appropriat
are

Preparation

in circumstances, 05 well as to select

in the context of applicable FRF.

ordance with a FRF designed to meet:
od< of a wide range of users (i.e., "general purpose F,5"). .

i« users (i.e., "special purpose F.5.").

. .
eeds of specifi

F.S. may be prepared in acc

: "
financial information n

T
-~ n

Financial information n

TInherent Limitations of Audit (ILA)

reduce audit risk to zero and therefore can't obtain gh-

| misstatement due to fraud or error.
dit, which result in most of audit 24,

Auditor isn't expected 1o and can't

necurance that F.S. are free from materia

This is because there are inherent limitations of an au

being persuasive rather than conclusive.

Nature of financial reporting:
Preparation of F.S. involves judgment by mgt in applying requirements of applicable FRF to facts
circumstances of entity. For eg: Accounting estimates

. Nature of audit procedures: . 7 |
(i) Possibility that mgt & others don't provide complete info relévanf to P.P.F.5

(i) Froud may involve sophisticated and carefully organised schemes designed fo conceal it.

(iii) Audit is not an official investigation into alleged wrongdoings. He doesn't have special le

powers eg. search.

Timeliness of Reporting & Balance between Benefit and Cost:
jerice of information, and thereby its value, tends to diminish over time, and there is a balanc

L9

i
"
el

to be struck between the reliability of information and its cost

[\

. In case of certai i : '
i o abili:;a;n Zssfer'hons or subject matters, potential effects of inherent limitations on
o detect material misstatements i |
. _ are particularly signifi

Such assertions or subject matters include: P y significant.

v Froud i : . '

4 The e;_;:;r'hcularly fraud involving senior management or collusion

iIsten .
ce and completeness of related party relationships and transactions
hips and transactions.
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* Firtaro Crplnnce with lews and reqgiations
FUTIre ey ,{5/’,
’r conditions thar IO OIS0 OGN €AY V0 GRS VO (LI IR (55 03 140, 1 0] 45,00 2er 7
MeTe:s

innereny

- limitations of audit, there i< unaycidable risy that some rateri
miZsTavements of F S

=-meynoy be deverved, eyen Yo audiy (2 progerty plarnnesd and gerforrmres
propery/p 12

czquent dizc . ,
st Giscavery of a MK of F 3, resulting from fraud or ervor doesr(t by iveedf indicate

2 Yo conduct audit a= per SAs.

- ILA are not a justification for auditor 16 be satisfied with less- Yhan-persunsie aud

e

Condur_f of an Audit in accordance with S/
Cermglying with SAs Bzlevarn o Audir:
2l vintn all A2 relevant 1o audit,
TRIZLNT Y0 audit wihen it i in effect and circumstances addracsed ty the GF erist
uditor shell have an underzvon ng of entire 1est of an SA including application,
esent compliance with SAs in cuditer’'s report unless auditor hag comgp

#iTr requirements of this SA and all ather SA< relevant 1o the audit,
~

~ Achievz cvzrall objective - using objectives of relevant SAs
Heving regard to interrelationships among SAs:
< Determine if any audit procedure in addition to that required by SAcz is neceszary.
7 Evaluvate whether SAAE has been obtained
Complying with Relevant Requirements
- Auditor shall comply with each requirement of SA unless, in circumstances of audit:
a. An SA is not relevant or
b. There's conditional requirement & condition doesn’t exist.

» In exceptional circumstances, ocuditor may depart from rezlevant requirement in SA. In
cosces, auditor shall perfor‘m alternative audit procedures

Failure Yo achieve an Objective

- Evaluate if it preverrts auditor from achieving overall objective &

~ Regquires to modify opinion or withdraw from engagement

-

~ It'sa significant matter requiring documentation as per SA 230

“Do Sufficient & Appropriate coverage to get

Reasonable Assurance of Passing CA Exams”

113 CA SHUBHAM S
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SA 210 Agreeing the Terms of Audit Ergogement e
Objective
J.::‘.‘mcf‘a-d’ff-"'ﬁ f—smfcrccrfn.ea.c t eroaoeT ertt ondy when bes's upon wiich - .
hes been oreed, throudh . : , 7 N ——tore,
(g)Es‘,c&:s."_mw*-z‘i'é‘ oreconciions ':':--:’c:‘er:r*aSer.Tc:m _ -
(o) Confirming that there is commen UnSErsIEnss o/ cuditor e gt end, where opronriny 1,
+erms of oudit engogement. — S | —16,
Preconditions of Audit SRR
Auditor shall:- -
o determine whether FRF is accepteble [Fedos & sossedleed —--—_-____,__\_ g
b, Obtain cgreement of mat that it acknowiedges end understendsitsresperns®iin: I
i) For prepcrd™ ionof F.S mcg,CCrdcrcev.u  applicable FRE ) —
i) For such Interrd C:,-,, (1IC) as mgt determines necessary fo e .rc::'e D"a:c:"‘lo ,E:_E 5 ;-»:
material ru.s‘cr‘ener‘l’ v.hzﬁ'.ercx tofrasdorerord N
] i) Toprovide 1 ne quditer with: o o o 7“;?"‘*
a) A,cess to cll info. of which r-a*zsc.'.crzma‘s relevcm .opfzoamﬂono-F/s (raco-v’ d./;s‘ .
b) Additieral informatl '*‘fa‘af_\dx*c"rcyre.q*mfmmm’.a puposeof auditand =
<) L."as.-":Ta; 2<s o persons within entity from whom audifor determines necessary T -OCDTc:.ncu
evidence. R —————
L I preconditions rot present, c"dn*o" <rdl discuss' r";::"ar".rr’n mgt T
& Unless required by law or reguiation, auditor shall noT accep t proposed audit engagement: o
o If auditor has determined Thcn‘ FRF to beapphad [errapamflon of F/Sis "r:::::'r:ia o;“m”'“—
L Limitation onScop?Pﬂor to Audl‘ Engaaemen‘? Accep‘l’ance L PREo:
 If mgt or TCWG impose limitation on scope o « of auditor's work such that auditor believes it'd result in cud
disclaiming an opinion on F/S , shall rot accept such audit engg, unless. required by law or requlation
Contents of Agreement on terms of Audit engagement
Agreed terms of audit engg. shall be recorded in audit engg. letter or other written agreement and include
a. The objectivz and scope of the audit of F.S. ’ - T
b. The responsibilitizs of auditor _—
c. The responsibilities of maragzment S — S
d.  Identification of applicable FRF for preparationof FS.and —
e. |Reference to expected form and content of any reports to be us<ued byc cudnTor anda sfcrl'e_mem' fha‘r the

may be circumstances in which a report may differ from its expected form and content

m&s KESWANI e



Rer g Audite New ergagement letter each time?
2Y 10
O Servd re w it Pf’!j letter or other written W t.ﬁch W’N

Augdrtor ey deside ry

F ollowery) 1001008 pyesie r
! “ T 9ppropriate 1o revise terms of cudit engg. or remind entity of existing terms

Arry edcation that entivy m,. ‘ f-(-n)d'f
: S objectrve and scope © i,

Aryy 1 o e terms of audit engngement

’\. ¢ riy 'r;!/" C'f"" L Ty s rme m+

A z,l!n.'fl’/i!ﬁ ’.*‘(}fr{i N owner<k

A ‘;J,i'fl(‘flfﬁ ’.h(lff)‘i N nature or size of the ens tY's business

A change in leqp)l or resgdntor Y requirements,

A charge in the 128 adopted in ﬂ"\e preparation of F.S.

A f_VVJfY)": N otner s “nortire reguiremente

Acceptance of a Change in Terms of Audit Engagement
Auditor shall rot cgres to charge in terms of eudit engg. where there is no reascnable justification for doing
0. If, prior to compfphng cudit engg, auditor is requested to change it to an engagemem that conveys lower
f assurance, defermine whether there is reascnable justification for doing so.

eyl O

If terms are changed, auditor and mgt agree on and record new terms of engagement in engagement letter or
other suitable form of written agreement.

If audifor uruble to agree to change of terms and not permitted by mgt to continue, auditor shall:
(a) Withdrow from audit engg. where possible under law or regulation and
(b) Determine whether there is obligation, either contractual or otherwise, to report circumstances to other
parties, such as TCWG, owners or regulators B
FRF Prescribed by Law or Regulation—Other Matters Affecting Acceptance
If auditor has determined > FRF prescribed by law or regulation would be unacceptable but for the fact that
its prescribed by law or regulation, auditor shall accept audit engg. only if following conditions are present:
Management agrees fo provide additional disclosures in F.S. and
It is recognised in terms of audit engagement that:
i) Auditor's report will include EOM para, drawing users’ attention to add. disclosures, as per SA 706 &
ii) Unless auditor is required by law or regulation fo express auditor’s opinion on F.S. by using phrases
“present fairly, in all material respects”, or "give a true & fair view” as per applicable FRF , auditor's
opinion on F.S. will not include such phrases.

' Tf above conditions not present and auditor reqd. by law or regulation to undertake audit engg., he shall:
(a) Evaluate effect of misleading nature of F.S. on auditor’s report and
(b) Include appropriate reference fo this matter in terms of audit engg.
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auditor's determination of acceptability of FRF to be applied in Preparation of
. 0
e whether it is a business enterprise, or a not for profit organizaty | .m%.
n 4

of F5 (foreg, whether they are prepared to meet common financial information heeds of
Ofq

financial information needs of specific users)
£ 5 are complete set of F.Sora single F.S.) and

Factore relevant 10
of entity (for exarmp!
ronge of users or Wide
of F.S (for example, whether
Vhether tion prescribes applicable FRF.
Audit of Components
omponent, factors that may influence decision wh W
e

of parent entity 1s also auditor of ¢
ponent include the following:

When auditor
QFtQ

send separate oudit engagement letter to the com

Whe appoints component auditor
Jitor's report is to be issued on the component

Whether a scparate auc
| recurements in relation to udit appointments
Nearee of ownership by parent and
Degree of independence of the component management from the parent entity.

SA 230 "Audit Documentation”

Record of

.+ audit procedures performed, :
. relevant audit evidence obtained, and Bl
conclusions the auditor reached” (commonly known as working papers).

v

Purposes of Audit Documentation

Assisting engagement team fo plan and perform the audit.
Assisting members of the engagement team responsible for supervision to direct and supervis-e .
the audit, and to discharge their review responsibilities. a
Enabling engagement team to be accountable for its work.
Retaining record of matters of continuing significance Yo future audits.
Enabling conduct of quality control reviews and inspections.
Enabling conduct of external inspections.

[Retain - Plan & Perform = Accountable - Review & Inspections]

Bl Form, Content and Extent of Audit Documentation
. . -
o itor s‘ u' prepare audit doc. sufficient to enable an experienced auditor to understand:
ture, timing, and extent of audit procedures
Results '
of audit procedures performed, and audit evidence obtained and
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Tn documenting nature, timing and extent of audit procedures performed, auditor shall record:
The identifying characteriatics of the specific items or matters te ated

Who performed audit work anc dare such work was completed and

Who reviewed audit work performed and date and extent of such review

wils on Avdhiting

Factors effecting Form, content and extent of audit documentation
The size and complexity of entity,

| The nature of The audil procedures to be performed
3.

| The identified risks of material misstatement.
|Thc sighificance of the audit evidence obtained.
I The nature and extent of exceptions identified,
E Need to document a conclusion or the basis for a conclusion not readily determinable from
l documentation of work performed or audit evidence obtained.
The audit methodology and tools used.
Timely preparation of Audit Documentation.
Learn with Fun &

Departure from a Relevant Requirement
| Tf, in exceptional circumstances, auditor judges it necessary to depart from relevant requireme
in SA, auditor shall document = reasons for departure and alternative proce >dures performed.

Documentation of Matters Arising after Date of Auditor’s Report
If, in exceptional circumstances, auditor performs new or additional audit procedures or draws
new conclusions after date of auditor's report, auditor shall document:

The circumstances encountered
New or additional audit procedures performed, audit evidence obtained, and conclusions reache

, ' and their effect on the auditor's report and

3.

| When and by whom changes to audit documentation were made and reviewed.
|

i

i Assembly of Final Audit File

| After assembly of final audit file has been completed, auditor shall not delete or discard audi
' documentation of any nature before end of its retention period i.e. 7 Years.

' Auditor shall assemble audit documentation in audit file and complete administrative process ¢
| assemblmg file on timely basis after date of auditor’s report i.e. after 60 days.
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Jitor finds necessary to medify existing audit documentqy
atiop
‘ OY‘ (ldd

mstances W here QUi
{ Frer assembly of final audit file completed, auditor shal
re
' Qﬂr‘dless
of

In circu

ons or additions, document:

making them and
made and reviewed,

nature of modificatt
c rcasons for

(a) Specifi
om they were

(b) When and by wh
Q. Its neither necessary nor practicable for auditor to document every matter congiq
| e
Further its unnecessary to document separately compliq e g
nce

professional judgement made.
matters for which compliance i« demonstrated by documents included within audit file Expla; Wit
' ain,

Its unnecessary for auditor to document separately (as in a checklist, for eg) compliance
onstrated by documents included within audit file. With

matters for which compliance is dem

For example:

v Existence of adequately documented audit plan demonstrates that auditor has planned the iy

v Existence of a signed engagement letter in audit file demonstrates that auditor has agreed 7er‘ms‘
of the audit engg. with mgt, or where appropriate, TCWG. -

v An auditor’s report containing an appropriately qualified opinion demonstrates that auditor hog
complied with requirement o express a qualified opinion as per the SAs.

ply generally throughout audit, there may be a no. of ways i

In relation to requirements that ap
be demonstrated within audit file:

h the auditor's professional skepticism is documented |
de evidence of auditor's exercise of professional
dures performed to corroborate mgt's

which compliance with them may
v For eg, there may be no single way in whic
But audit documentation may nevertheless provi
skepticism. Such evidence may include specific proce

responses to auditor's inquiries.
Similarly, that EP has taken responsibility for direction, supervision and performance of audit in
This may include documentation of EP's_

compliance with SAs may be evidenced in a no. of ways.
timely involvement in aspects of audit, such as participation in team discussion reqd. by SA 315,

Learning:
~As work not documented is work not done,

questions not practiced by recalling or writing are Questions not done!

Do Practice the Questions Now ©




