CA FINAL - ADVANCED &4

AUDITING:

ASSURANCE ANDZ2
PROFESSIONAL ETHICS Z

Volume |

&

Notebook style multicoloured book penned by CA SJ

{Covers all 19 chapters oFAudlt Voll- Chapter-1to 11

New Course with Standards /F A 5 T/ Vol Il - Chapter-12 to 19

Scientifically designed & B tirs¢ atcempt success Good for self study,
crafted for visual memory [ |Good For revision J




INDEX

' AR
QUALITY CONTROL L1-1.24 DIGITAL AUDITING &  voLUME Il
(sqc 1, sA 220) I ASSURANCE

ceneraL avdiTing PrINcIPLes MR A
AND AUDITORS RESPONSIBILITIES 2."2.‘12 VOLUME I
Csh 240, 250, 260, 299, 492) S GrRovP AupITS .
AUDIT PLANNING, STRATEGY AR
¥ N el ki
'SA 300, 600, 610, 620, 540, $20) TN -
FINANCIAL COMPANIES ~ SOLUMEN

(s 31s, 320, 330, 265)
SECTOR UNDERTAKINGS ~ VOLUME Il

MATERIALITY, RISK ASSESSMENT
AND INTERNAL CONTROL  §.1-4.52 OVERVIEW OF AUDIT OF PUBLIC
A

AUDIT EVIDENCE S.1-5.2¢4
(54 00, s01, S0S, S10, $30, SS0) N
(Additional sA 200, 210, 230, 320, 450) 16 INTERNAL AUDIT VOLUME I

CHAPTER
(3 COMPLETION AND REVIEW /)"0
IS eTY  (sh 560, 570, 580, 450) L2 DUE DILIGENCE, INVESTIGATION,

&
VOLUME ||
FORENSIC ACCOUNTING
REPORTING A &

(sA 700, 701, 705, 706,710, 720)  7.)-7.7%2
(5.143, 14S of CA 13 & CARO)

4.

[ 1)

[

EMERGING AREAS: SUSTAINABLE

> DEVELOPMENT 604ALS (sD6) A
2 SPECIALISED AREAS 2.1-2.20 & ENVIRONMENT, SOCIAL AND /) vere )
c

CHAPTER (s 200, 30, 310) (2707 GOVERNANCE (Es6) ASSURANCE

AUDIT-RELATED SERVICES -9‘ 1-9.10 [T  PROFESSIONAL ETHICS &
(SRS 4400 Series ) CHAPTER LIABILITIES OF AUDITORS

REVIEW OF FINANCIAL
INFORMATION 10.1-10.30
(SRE 2400 Series )

PROSPECTIVE FINANCIAL
INFORMATION AND OTHER A
ASSURANCE SERVICES N1-1.24

(SAE 3400 Series)

VOLUME 1|

[ |

AUTHOR
CA. SARTHAK NIRAJ JAIN

FAST

SCAN FOR AMENDMENTS

AND UPDATES

http://tiny.cc/auditamendments - .
it first attempt success tutorials



\  Quality Control

S Chapter-) QUALITY CONTROL )—

Quality Control for Firms that Perform Audits and Reviews
of Historical Financial Information, and Other Assurance
and Related Services Engagements

(0BJECTIVE )

circumstances.

APPLICABILITY )

(DEFINITION )

The record of work performed, results obtained, and conclusions

Engagement
999 the practitioner reached (terms such as “working papers” or
documenta- « » , :
. work papers” are also sometimes used). The documentation for
s a specific engagement is assembled in an engagement file;
All personnel performing an engagement, including any experts
contracted by the firm in connection with that engagement. The
Engagement « » T O C
. term “engagement team” excludes individuals within the client’s

IAF who provide direct assistance on an audit engagement when
the external auditor complies with the requirements of SA 610.

An entity whose shares, stock or debt are guoted or listed on a
Listed entity recognized stock exchange, or are traded under the regulations of
a recognized stock exchange or other equivalent body.

Any individual with authority to bind the firm with respect to the
performance of a professional services engagement.

Partner

Personnel Partners and staff.
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CHAPTER | - SQC 1 |

Suitably An individual outside the firm with the capabilities and competence to
gualified act as an engagement partner, for example a partner or an employee

external person (with appropriate experience) of another firm.

Refer SA 220 Engagement partner, Engagement quality control review, Engagement

for definition of guality control reviewer, Firm, Inspection, Monitoring, Network Firm, Network

SYSTEM OF QUALITY CONTROL

eacn of tne following elemen

firm obtain their feedback

(a) Leadership responsibilities for quality (d) Human resources.

within the firm. (e) Engagement performance.
(b) Ethical requirements. (f)  Monitoring.
(c) Acceptance and continuance of client

relationships and specific engagements.

LEADERSHIP RESPONSIBILITIES FOR QUALITY WITHIN THE FIRM

ETHICAL REQUIREMENTS
» | The firm should comply with relevant ethical requirements which include:

L FAST / CA FINAL AUDIT - BY CA ST
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\  Quality Control

Professional compe- W Confidentiality; B Professional
tence and due care; and behavior.

reinforced by:
(a)  the leadership of the firm,

(b)  education and training,

(c)  monitoring, and

‘D cor dealing saith non-compli

ETHICAL REQUIREMENT - INDEPENDENCE

o ID !
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CHAPTER | - SQC 1 |

Fawmiliarity Threat -

| auditors are subjected to mandatory peer review

LY

ACCEPTANCE AND CONTINVANCE OF CLIENT RELATIONSHIPS AND SPECIFIC ENGAGEMENTS

a ‘ 0 Q ’, / 1]7%, V) Y 1 a DNSNIP O Qa 4, ‘ CNQAagevy)ey

should document how the issues were resolved.

Management Integrity
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\  Quality Control

» | The firm has sufficient personnel with the necessary capabilities and competence;

2 Experts are available, if needed;

. s PRI IR

to ethical principles; and
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CHAPTER | - SQC 1 |

BN TI! (@) Recruitment, - (b) Performance evaluation;

indicates content (c) capabilities; : (d) competence;
of SA which are (e) career development; : () Promotion;

B /‘nrcji/ec\!/::fnb;’g/‘f;o;ﬁ/l (g) compensation; and . (h) Estimation of personnel needs.

\ J
F shsp o N . . .
. Methods to develop capabilities and competence - Professional education, Continuing

professional development, including training, Work experience, Coaching by more

experienced staff, for example, other members of the engagement team.

(a) Makes personnel aware of the firm’s expectations regarding performance

and ethical principles;
(b)  Provides personnel with evaluation of, and counseling on, performance, progress

and career development; and

(c)  Helps personnel understand among other things, performance guality, adherence

to ethical principles, disciplinary action on failure to comply with the fim’s

policies and procedures.

» | EP (Engagement Partner)
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\  Quality Control

o Ability to apply professional judgment.

° A’” ! ! r E!! & ) !.! ! ! !. . ! ’

ENGAGEMENT PERFORMANCE
The hould establish policies / \ ! bl .
. : i ) fossional standard

o Compliance with laws/ requlations.

Supervision Refer SA — 220
Review Refer SA  — 220

CONSULTATION IN DIFFICULT & CONTENTIOUS MATTERS

within or outside the firm who have specialized expertise, to resolve a difficult or contentious

matter.
» | Effective consultation requires that those consulted be given all the relevant facts
> | A firm without appropriate internal resources, may consider advisory services provided

by (a) other firms, or (b) professional and requlatory bodies
» | The doc




CHAPTER | - SQC 1 |

ENGAGEMENT QUALITY CONTROL (EQC) REVIEW (REQUIRED BEFORE REPORT IS ISSVED)

(o

The firm should establish policies and procedures requiring, for appropriate engagements, an

enqagement aaality control review that provides an alg[ect[ye evaluation of the sz‘gn[ﬁcant
v} v} [ 4

Judgments made by the engagement team and the conclusions reached in formulating the

report. Such policies and procedures should:

(a) Require an EQC review for all audits of FSs of listed entities,

(b) Set out criteria against which all other audits & reviews services should be evaluatedto

determine whether an engagement QC review should be performed;

(c) Require an engagement QC review for all engagements meeting the criteria established

in compliance.

Criteria to include engagements other than audits of listed entities include:

. The nature of the engagement, whether involves public interest.
e Unusual circumstances or risks in an engagement or class of engagements.
. Whether laws or requlations require an engagement quality control review.

The firm should establish policies and procedures setting out:

(a) The nature, timing and extent of an engagement guality control review;

(b) criteria for the eligibility of engagement guality control reviewers; and

(c) Documentation requirements for an engagement guality control review.

EQC POLICIES AND PROCEDURES

Nature, Timing and Extent of the EQC Review

! + evalit control inarile invol

and the report

/ CA FINAL AUDIT - BY CA ST
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\  Quality Control

> | It also involves a review of selected working papers.

b Criteria for the Ehglbihty of Engagement Quality Control Reviewers (EQCR)
| The firm’s policies and procedures to establish their eligibility through:

S -
L%
-y
-
.
-

Differences of Opinion - Refer above discussion on it
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CHAPTER | - SQC 1 |

c Documentation of the Engagement Quality Control Review
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Chapter-12 DIGITAL AUDITING AND ASSURANCE

5 Digital Auditing & Assurance

=1/ 0 » atlo
d ava aAQe / e ’ as o 0
‘ ‘ : DI4a / ()
( \ ‘ ) ) e g ono )
Placi tjchnolog/ccg \| Enhanced L Decide (| New activities,
|| Placing _advancements | N o oo benefts to i ——
assurance \ | achieve, S
on effec- f more reliable ) | (% Efficiency | people first existing,
tiveness of audit report ) \ ( Better Audit approach, (" Changes in )
IT systems savings in time, (Quality ] | target right | |1 deve’OP"?e"’t
in an or- cost and human Lower Costs processes, process of new
isati \L—) automation activities,
ganisation. effort el
|
standardise ) \@ di ifisatl'on Impact on
processes hralytics stfc)mdard/'se, | MIS of new
< \[Improved Risk) | process first | | technology |
e;)d—to'e;;:{d Assessment and manage
il e J governance &
[ informed | security risk.
\\'L decisions | ) .
Q) Meaning
>)

implemented in an organisation.

(2)
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CHAPTER 12 /

>
>
D> Help the auditee to make informed decisions.
G) Advantages
(> . o ,

)

I A onsiderations that orgav

technigues & automation:

12.2
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\ Digital Auditing & Assurance

Think
Know what people first Target the
business ben- and do not right processes
efits the organisation underestimate - this is a key for )
ants to achieve with change is successful /

\ automation. diffcult. automatioy

\/

Automation

Automation Ensure the introduces new
is not a standalone process works and it challenges for organisa-
is standardised

tion. Don’t forget about
governance and data

solution and should be before automating. Bots

\ part of a broader do ot easily adapt to

digitalization security in the risk

process change. framework.

strategy.

on the functioning of internal control.
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CHAPTER |2 /

AUDITING DIGITALLY (for auditor)

Una’erstana’ how technology (T) can help in:

A R Capturing data

Automating procedures

. Concept :

Analysing information, and

Focussing on real risks

Involve experts

Xpectation Upskill people digitally

€Ce O9O9®

Use tools to automate/enhance audit, existing audit

from Auditor

processes eq RPA, Al, Blockchain etc.

Aslk and answer at each stage:

What problems are you trying to solve?

@ which technology can help you?

@  How will you upskill your people to make best use of

the technology available?

@ range of automated solutions

Q)| concept

Mmtmnﬁm«s on the real nsks of the chent

bR F A &5 T /CA FINAL AUDIT - BY CA ST




\ Digital Auditing & Assurance

Expectations from an Auditor

identify fraud).

Example

A manager on a weekly basis performs a manual control to review if vendor

master additions and changes in the system are done post appropriate ap-

J | provals. This control can be tested and re-performed by the auditor using RPA
technology
BOTs can login into the system and generate the report and write the output in
an excel file.
Based on population, BOT will select the samples of changes to be tested.

Further, BOT will pull the correct file with approved changes from SharePoint.

Then it will perform the testing wherein it will populate the details of approvals

(date, approved by) and identify if changes made without approvals.

Lastly, BOT will summarise the results for all the selected samples in an excel file.

The auditor will then review the final results file to check if there are any
exceptions (changes made without approvals) noted in the selected samples.

Due to the usage of BOT manual intervention has been reduced, more accurate

results are populated, it results in saving auditors time as well and exceptions

highlighted can be readily reviewed.

(2)

Key Features or Advantages

Improved

better understand the business they audit.

AB AUDIT HOGA SABSE SCORING | | s W Y M




CHAPTER 12 /

what all areas need more attention.

(3) Considerations

you Will measure return on your investment.

(>] Which technology can help you?

implementation issues early on.
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\ Digital Auditing & Assurance

Macros Business l Robotic Process ‘ Intelligent Process

and Scripts Process Automation (RPA) Automation (IPA)

Automating

Rules- izl Combining RPA With

based
automation

within a existing busi- across multiple tify pattemns, learn

specific ness processes systems and over time and optimise

:

i 5

i (8rPa) labour- intensive, g artificial intelligence
] :

; 5

Re-engineering = repetitve activities technologies to iden-

application § 9. workflows Wi s workflows

7

Emerging technologies can bring great benefits, but they also come with a varied set
of substantial risks. Give some examples of technology risks of digital system and the

control considerations to consider while assessing technology risk. (1CAI SM)

)

(4)

Challenges

v Briefly describe the advantages and challenges of Auditing digitally. (1CAI SM)

(>

9 UNDERSTAND THE IT ENVIRONMENT

Understanding the ways in which

v entity relies upon IT; and

v

AB AUDIT HOGA SABSE SCORING | || s WY M




CHAPTER 12 /

entity’s use of IT (required as per SA 315).

! ing hows IT is used by the entity helps in identifyi rrol !

entity’s IT processes.

S , na th lexity of the IT envi  helps the 1 ider:

the audit

Understand Identify Assess

Understandmg of the Automated Environment

B -

following:

v Avplicati that bei | by t)
v Details of the IT infrast ! b £, h of th licati
v ngamsgtmn structure and governance.
v EQ}[C[QS, plQCQdﬂlﬁ Qnd plQCQ,SSQS ilQ“QlA)QQ. N
v Extent of IT int b £ . isati

v T risks and controls.

automated enwomment.

Application Used for Database Operating  Network Server and
System Storage
SAP ECC/ Integrated Oracle 19¢ HP-UX LAN, WAN | HP Server and
HANA application NAS
software
REVS Front Desk, MS-SQL Windows In-house HP Server
Guest Server 2018 | 2016 Server | developed | Internal HDD
Reservations
KOTS Restaurant MS-SQL Windows In-house HP Server
and Kitchen | Server 2018 | 2016 Server | developed | Internal HDD
Orders
BILLSYS Billing Oracle 12¢ Windows Packaged | HP Server
2016 Software Internal HDD
Server

F A 5 T / CA FINAL AUDIT - BY CA ST




\ Digital Auditing & Assurance

and may give rise to risks from the use of IT.

. .

v .

! !-! . ! . . ! 2

» Robotics

> Artificial Intelligence
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CHAPTER 12 /

> Internet of Things

» Blometrics

» Drone

@ | Assessing the complexity of the IT environment:

based on the following factors —

v Automation used in the organisation,

Customisation in IT applications,

v
v Business model of the entity,

v Implementation of emerging technologies.

IT environment.

N
D | what are the stages involved in understanding the IT environment and what key
considerations auditor should consider. (1CAI SM)

o IDENTIFYING THE RISKS ARISING FROM USAGE OF IT

J |\

/ \

How to identify the . Risks arising from . fow to Identlfg( the
IT dependencies

IT Risks? use of IT . impacting the Audit?

Why is it important to iden-
tify IT dependencies?

How IT dependencies arise?

Understanding and re-
sponding to risks arising
from IT dependencies

12.10 /CA FINAL AUDIT - BY CA 57
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