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Summary of
Statements on Auditing

Statement on Auditing Practices

This is one of the first Statements issued by the Institute way back in 1964 (revised in 1977) in an attempt to provide the members of the Institute with some guidance in the performance of their onerous duties and responsibilities having regard to the developments in the auditing practices.  This Statement belongs to a period when no auditing and assurance standards existed and therefore, it imbibes almost all such topics of importance on which subsequently on issuance of relevant auditing and assurance standards or guidance notes were withdrawn.  The areas covered by the Statement include:

· General Considerations:
true and fair view, materiality, comparative study, accounting policies, internal control, auditor’s approach, objectives, disclosures, proper books of account, reporting, working papers, computerised environment.

· Capital and Reserves:
verification of issued and paid up capital, subscription in cash/kind, options, application moneys and calls received in advance, reserves, depreciation, loss in prior years, capital profits, arrears of preference dividend.

· Change in Basis of Accounting:
change in method of valuation of stock/computing depreciation/ charging gratuity, changes expected to have material future effect.

· Events Occurring After Balance Sheet Date
· Audit Procedures
· Compliance with Companies Act.
The Statement also contains the opinion of Counsel on subscription in cash and kind.

Third edition issued in March, 1977.
Published in the Handbook of Auditing Pronouncements, Vol. I (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs. 5/-).

Statement on Qualifications in Auditor’s Report

This Statement is also one of the earliest documents issued by the Institute and is aimed at providing guidance to members on the reporting requirements under the Companies Act, 1956 as also the essentials for making a qualification in the auditor’s report.  The Statement therefore covers the following topics in a detailed manner:

· Reporting under section 227(1A) of the Companies Act, 1956.

· General considerations while making a qualification:
aspects to be considered, manner of qualifying, directors’ comments on qualifications, separate report to directors, branch audit reports.

The Statement also contains examples of total effect of qualifications and also examples of explanatory notes.

Third edition issued in September, 1984.
Published in the Handbook of Auditing Pronouncements, Vol. I (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs. 20/-).
ISBN:
81-85868-60-3.

Statement on Manufacturing and Other Companies (Auditor’s Report) Order, 1988

The Statement provides extensive guidance to the auditors on compliance with the Manufacturing and Other Companies (Auditor’s Report) Order, 1988, issued under section 227(4A) of the Companies Act, 1956.  The Statements also explains the general provisions regarding auditor’s report under the Companies Act, 1956 as also applicability of the Order.  The Statement deals in details with the audit procedures for compliance with the reporting requirements under each and every clause of the Order. The Statement also touches upon aspects like period of compliance, form of report, report of the Board of Directors, and the general approach towards reporting under the Order.

The appendices to the Statements contain the text of the 1988 Order, a comparative analysis of the 1988 Order vis a vis the 1975 Order, extracts from the Internal Control Questionnaire issued by the Institute, classes of companies required to maintain cost records, and specimen auditor’s report to the members of the company.

The readers may, however, note that the MAOCARO, 1988 has been replaced by the Companies (Auditor’s Report) Order, 2003.  The Institute has issued the Statement on the Companies (Auditor’s Report) Order, 2003 for the guidance of the members.

Second edition issued in 1989.
Published in the Handbook of Auditing Pronouncements, Vol. I (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs. 40/-).
ISBN:
81-85868-25-5.

Statement on the Companies (Auditor’s Report) Order, 2003

The purpose of the Statement is to enable the members of the Institute to comply with the requirements of the Companies (Auditor’s Report) Order, 2003.  The Central Government, in exercise of the powers conferred under section 227 (4A) of the Companies Act, 1956, had issued CARO, 2003 in June 2003.  The Order contains certain matters on which the auditors of companies have to make a statement in their audit report.  CARO, 2003 supercedes the earlier Order issued in 1988, viz., Manufacturing and Other Companies (Auditor’s Report) Order, 1988 (MAOCARO).

The Statement also contains detailed clause-by-clause guidance on all the reporting requirements under the Companies (Auditor's Report) Order 2003. In addition, the Statement, at appropriate places also contains illustrative wordings of the report under a particular clause of the Order. The Statements also deals extensively with other significant aspects of the Order, for example, applicability to a private company, issues to consider in respect of paid up capital and reserves, outstanding loans, public deposits, financial institutions, turnover, date of determination of limits in respect of all these aspects, period of compliance, general approach to the Order. The Statement, inter alia, also contains a number of Appendices, covering areas such as comparative table of the MAOCARO, 1988 vis a vis CARO 2003, a check-list on the requirements of CARO, 2003 for easy understanding of the members, illustrative formats of audit report under the CARO 2003, list of public financial institutions, etc., for ease of reference. The significant differences in reporting requirements under the MAOCARO 1988 and CARO 2003 have also been indicated by way of footnotes within the Statement for ready reference of the members. 
It may be worthwhile to note that CARO, 2003 apart from requiring the auditors to report on matters which were included in MAOCARO, 1988 included certain new clauses on which the auditors are now required to make a statement in their audit reports.  Some of the significant clauses added, inter alia, by CARO, 2003 are requiring the auditor to report on maintenance of proper inventory records, disposal of significant part of fixed assets of the company affecting the going concern, the use of funds raised by companies through public issues, requiring the auditor to report whether any fraud on or by the company has been noticed or reported during the year under audit, the application of funds raised on short-term basis for long-term purposes, etc. and vice versa.

Highlights Of The Statement

· Extensive clause-by-clause guidance on CARO 2003

· Footnotes within the text for differences between CARO 2003 & MAOCARO 1988

· Illustrative wordings of report under particular clause(es)

· Deals extensively with significant aspects of CARO 2003, example:
· date of determination of limits of loans, paid up capital, turnover etc.

· sale of substantial part of fixed assets affecting going concern.

· use of long-term funds for short-term purposes.

· Frauds notices or reported.
The Statement on CARO replaces the existing Statement of the Institute on Manufacturing and Other Companies (Auditor’s Report) Order, 1988.
Issued in April, 2004
Available only as a separate publication of the Institute (price: Rs 250/-).
ISBN:
81-88437-34-4

Statement on Payments to Auditors for Other Services

This Statement was issued in 1975 response to some misgivings with regard to payment to auditors for other services, expressed by some shareholders at general meetings of companies, the financial press as well as the Parliament.  The Statement contains examples of the services, other than audit, which can be rendered by the auditor against payment of additional fees.  The Statement also touches upon the safeguards provided by the Institute for ensuring proper performance of duties by its members.  Importantly, the Statement also contains the Institute’s Council’s recommended disclosures for payments to auditors for other services.
Issued in May, 1975.
Published in the Handbook of Auditing Pronouncements, Vol. I (Edn. 2003).  
Not available as a separate publication of the Institute.

Summary of Framework and 
Auditing and Assurance Standards

Framework of the Statements on Standard Auditing Practices and Guidance Notes on Related Services

As the name suggests, the above pronouncement of the Institute lays down the foundation of the Statements on Standard Auditing Practices (now known as the Auditing and Assurance Standards) and the Guidance Notes on Related Services.  It lays down the framework for auditing and related services, viz., review engagements, agree-upon procedures and compilations, the level of assurance provided by each of these services and the type of report issued in respect of each of the said services.   The Framework also explains as to the meaning of assurance in context of audit and related services and also the implications of the association of the auditor’s association with the financial information.

Issued in July 2001.
Published in the Handbook of Auditing Pronouncements, Vols. I and II (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs. 15/-).
ISBN:
81-87072-67-9.

Preface to the Statements on Standard Auditing Practices
The Preface to the Statements on Standard Auditing Practices is an important document which gives an insight into the Auditing Practices Committee (now known as the Auditing and Assurance Standards Board) as well as the Statements on Standard Auditing Practices (now known as the Auditing and Assurance Standards).  It deals with aspects like, scope and functions of the Auditing Practices Committee, scope of the Statements on Standard Auditing Practices, procedure for issuing Statements on Standard Auditing Practices, Compliance with the Statements on Standard Auditing Practices, position of existing Statements, and effective date for Statements on Standard Auditing Practices.

Issued in June, 1983.
Published in the Handbook of Auditing Pronouncements, Vol. I (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs. 20/-).
AAS 1
Basic Principles Governing an Audit

This Auditing and Assurance Standard was the first standard on auditing issued by the Institute.  As the name suggests, it seeks to lay down and briefly explain the basic principles which govern the auditor’s professional responsibilities and which should be complied with whenever an audit is carried out.  These principles are, namely, integrity, objectivity and independence, confidentiality, skills and competence, work performed by others, documentation, planning, audit evidence, accounting system and internal control, and, finally, audit conclusions and reporting.

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 1985.

Issued in April, 1985.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 20/-).
ISBN:
81-85868-34-4.

AAS 2
Objective and Scope of the Audit of Financial Statements

This Standard describes the overall objective and scope of the audit of general purpose financial statements of an enterprise by an independent auditor.  The Standards deals with the following important aspects of an audit:

· Objective of an Audit:
expression of opinion, the concept of true and fair view
· Responsibility for Financial Statements:
responsibility of the management vis a vis auditor
· Scope of Audit:
factors determining scope, reliability and sufficiency of audit evidence, disclosure aspects, undiscovered material misstatements, etc.
The Standard is effective for all audits relating to accounting periods beginning on or after April 1, 1985.

Issued in April, 1985.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 20/-).
ISBN:
81-85868-35-2.

AAS 3
Documentation

This Standard was issued with the purpose of amplifying the basic principle that the auditor should document matters which are important in providing evidence that the audit was carried out in accordance with the generally accepted auditing standards in India.  The Standard explains as to what constitute working papers, need for working papers.  The Standard also touches upon the following areas:

· Form and Content:

factors affecting form and content, quantum of working papers, permanent audit file, current audit file.
· Ownership and Custody of Working Papers

The AAS is effective for all audits relating to accounting periods beginning on or after July 1, 1985.

Issued in July, 1985.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 20/-).
ISBN:
81-85868-36-0.

AAS 4 (Revised)
The Auditor’s Responsibility to Consider Fraud and Error in an Audit of Financial Statements

As the name indicates, the purpose of this AAS is to establish standards on the auditor’s responsibility to consider fraud and error in an audit of financial statements.  The following would gives an overview of the contents of the AAS:

· Fraud and error and their characteristics

· Responsibility of those charged with governance

· Responsibility of management

· Responsibility of the auditor

· Indication of possible misstatement

· Evaluation and disposition of misstatements.

· Effect on auditor’s report

· Documentation

· Management representations

· Communication

· Auditor unable to complete engagement

The appendices to the AAS contain examples of risk factors relating to misstatements resulting from fraud/ error, examples of modifications in auditor’s procedures, and indicators of possible fraud or error.

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 2003.

Issued in January, 2003
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 30/-).
ISBN:
81-88437-11-5.

AAS 5
Audit Evidence

The purpose of this AAS is to establish standards on the basic principle that the auditor should obtain sufficient appropriate audit evidence through compliance and substantive procedures to enable him to draw reasonable conclusions therefrom on which to base his opinion on the financial information.  The AAS also explains the concept of sufficient appropriate audit evidence, factors affecting it as also the various types of assertions, internal vis a vis external evidence.  The Standard also deals with the methods of obtaining evidence, namely, inspection, observation, inquiry and confirmation, computation and analytical review.

This AAS is effective for all audits relating to accounting periods beginning on or after January 1, 1989.

Issued in May, 1988.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
81-85868-42-5.

AAS 6
Risk Assessments and Internal Control

The purpose of this AAS is to establish Standards on the procedures to be followed to obtain an understanding of the accounting and internal control systems and on audit risk and its components: inherent risk, control risk and detection risk.  The standard also extensively deals with aspects such as meaning of audit risk and its three components, meaning and inherent limitations of accounting and internal control systems, control environment, control risk and its assessment, tests of control, assessment of inherent risk and its relationship with control risk, assessment of detection risk, audit risk in small business and communication of weaknesses.

The AAS is effective for all audits related to accounting period beginning on or after April 1, 2002.

Issued in February, 2002.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 25/-).
ISBN:
81-87072-80-6

AAS 7
Relying Upon the Work of an Internal Auditor

The AAS establishes standards on the procedures that should be adopted by the external auditor to assess the work of an internal auditor for placing reliance upon that work.  The Standard touches upon topics like scope and objective of internal audit function, relationship between internal and external auditor, aspects to be considered in evaluating the internal audit function, coordination between internal and external auditor, evaluating specific internal audit work.

The Standard is effective for all audits relating to accounting periods beginning on or after April 1, 1989.

Issued in January, 1989.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 10/-).
ISBN:
81-85868-82-4.

AAS 8
Audit Planning

The basic objective of the AAS is to establish standards on the principle that the auditor should plan his work to enable him to conduct an effective audit in an efficient manner and that the plan should be based on the knowledge of the client’s business.  The AAS covers topics such as advantages of audit planning, sources of obtaining knowledge of the client’s business, topics on which discussion with client might be useful, factors to consider in development of an overall plan, developing an audit programme etc.

The AAS is effective for all audits relating to accounting periods commencing on or after April 1, 1989.

Issued in April, 1989.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-08-3.

AAS 9
Using the Work of an Expert

This AAS discusses the auditor’s responsibility in relation to, and the procedures the auditor should consider in, using the work of an expert as audit evidence.  The AAS explains the concept of an ‘expert’, situations in which the need for using the work of an expert might arise, factors to consider when deciding whether to use the work of an expert or not, evaluating the skills and competence and objectivity of an expert, procedures for evaluating the work of an expert, references to an expert auditor’s report, etc.

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 1991.

Issued in December, 1991.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-85868-97-2.

AAS 10
Using the Work of Another Auditor (Revised)

This AAS discusses the procedures to be applied in situations where an independent auditor (principal auditor) reporting on the financial statements of the entity uses the work of another auditor (other auditor) with respect to the financial statements of one or more components included in the financial statements of the entity.  The AAS explains the concept of component.  It also deals in detail with the procedures to be adopted by the principal auditor when using the work of the ‘other auditor’, need for evaluating the professional competence of the ‘other’ auditor, documentation, coordination between principal and other auditor, reporting considerations for the principal auditor, and division of responsibility.

The revised AAS is effective for all audits relating to accounting periods beginning on or after April 1, 2002.

Revised AAS Issued in September 2002.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 25/-).
ISBN:
81-87072-98-9.

AAS 11
Representations by Management

The AAS was issued to establish standards on the use of management representations as audit evidence, the procedures to be applied in evaluating and documenting management representations, and the action to be taken if management refuses to provide appropriate representations.  The Standard touches upon topics including situations in which the auditor should obtain management representations, management representation vis a vis other audit evidence, documentation of such representations, types of management representations, basic elements of management representation letters, etc.  the Standard also contains example of a management representation letter on the different elements of the financial statements

The AAS is effective for all audits relating to accounting periods commencing on or after April 1, 1995.

Issued in February, 1996.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-00-8.

AAS 12
Responsibility of Joint Auditors

The practice of appointing more than one auditor to conduct the audit of large entities has been in vogue for a long time.  Such auditors, known as joint auditors, conduct the audit jointly and report on the financial statements of the entity.  This AAS deals with the professional responsibilities which the auditors undertake in accepting such appointments as joint auditors.  The important aspect of joint audit assignments as covered by this AAS include possible bases of division of work among joint auditors, coordination among joint auditors, joint and several liability of joint auditors, responsibility for obtaining and evaluating information and explanation from management, responsibility for scrutiny of branch accounts and returns, need for review of work performed by one joint auditor by other joint auditor(s), reporting responsibilities etc.

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 1996.

Issued in November, 1996.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-)
ISBN:
81-87072-01-6.

AAS 13
Audit Materiality

Information is material if its misstatement (i.e., omission or erroneous statement) could influence the economic decisions of users taken on the basis of the financial information.  Materiality provides a cut off point rather than being a primary qualitative characteristics which the information must have if it is to be useful.  This AAS establishes standards on the concept of materiality and its relationship with audit risk.  Accordingly, the AAS deals with aspects such as establishment of acceptable materiality levels, relationship between materiality and audit risk, procedures to reduce audit risk, materiality and audit risk in evaluating audit evidence, components of aggregate of uncorrected misstatements and auditor’s plan of action, review of materiality level and subsequent changes therein, etc.

The AAS is effective for all audits relating to accounting periods commencing on or after April 1, 1996.

Issued in January, 1997.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-02-4.

AAS 14
Analytical Procedures

“Analytical procedures” means the analysis of significant ratios and trends, including resulting investigation of fluctuations and relationships that are inconsistent with other relevant information or which deviate from predicted amounts.  The purpose of this AAS is to establish standards on the application of analytical procedures during an audit.  The AAS, accordingly, deals with aspects like nature and purpose of analytical procedures, analytical procedures in planning the audit, analytical procedures as substantive procedures, analytical procedures in the overall review at the end of the audit, extent of reliance on analytical procedures, investigating unusual items etc.

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 1997.

Issued in December, 1997.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-23-7.

AAS 15
Audit Sampling

“Audit Sampling” means the application of audit procedures to less than 100% of the items within an account balance or class of transactions to enable the auditor to obtain and evaluate audit evidence about some characteristics of the items selected in order to form or assist in forming a conclusion concerning the population.  The purpose of AAS is to establish standards on the design and selection of an audit sample and the evaluation of sample results and applies equally to statistical and non-statistical sampling.  The areas covered by the AAS include design of sample, audit objectives, population, stratification, sample size and risk, tolerable and expected error, selection of sample, evaluation of sample results, analysis of errors in the sample, projection of errors, reassessing sampling risk.

The AAS is effective for all audits relating to accounting periods commencing on or after April 1, 1998.

Issued in April, 1998.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-24-5.

AAS 16
Going Concern

As members are aware, “going concern” is one of the fundamental assumptions underlying the preparation of the financial statements.  The objective of this AAS is to establish standards on the auditor’s responsibilities in the audit of financial statements regarding the appropriateness of the going concern assumption as the basis for the preparation of the financial statements.  The AAS deals with the relevant areas in this regard such as indications – financial, operating and other - of appropriateness or otherwise of the going concern assumption, audit evidence, illustrative audit conclusions and reporting in case going concern assumption considered appropriate/ going concern question not resolved/ going concern assumption considered inappropriate.  

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 1999.

Issued in October, 1998.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-25-3.

AAS 17
Quality Control for Audit Work

The purpose of this Standard is to establish standards on quality control policies and procedures of an audit firm regarding audit work generally; and procedures regarding the work delegated to assistants on an individual audit.  The AAS deals with the such aspects of the quality control for audit work, namely, objectives of the quality control policies to be adopted by audit firm, direction to be provided to the assistants to whom work has been delegated, supervision of the work being performed by the assistants, review of the work being performed by assistants and factors to be considered therein.

The AAS is effective for all audits relating to accounting periods beginning on or after April 1, 1999.

Issued in July, 1999.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-32-6.

AAS 18
Audit of Accounting Estimates

Accounting Estimates means an approximation of the amount of an item in the absence of a precise means of measurement.  This AAS, as the name suggests, establishes standards on the audit of accounting estimates.  The AAS, accordingly, deals with such aspects, including, nature of accounting estimates, audit procedures, reviewing and testing the process used by management, evaluation of data and consideration of assumptions, testing of calculations, comparison of previous estimates with actual results, use of independent estimates, review of subsequent events, evaluation of results of audit procedures.

The AAS is effective for all audits commencing on or after April 1, 2000.

Issued in April, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-36-9.

AAS 19
Subsequent Events

Subsequent events refer to significant events occurring between the balance sheet date and the date of the auditor’s report.  This AAS lays down the responsibility of the auditor in respect of subsequent events.  It also provides the audit procedures for identification of relevant subsequent events, for example, reading minutes, reviewing management procedures, inquiries of management and other concerned persons etc.  the Standard also guides the auditor on his reporting responsibilities in respect of subsequent events.

The AAS is effective for all audits commencing on or after April 1, 2000.

Issued in April, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-37-7

AAS 20
Knowledge of the Business

This Standard establishes standards on what is knowledge of the business, why it is important to the auditor, and to the audit staff working on an engagement.  It also establishes standards on why knowledge of the business is relevant to all phases of an audit and how the auditor obtains and uses that knowledge.  The AAS therefore deals with the relevant topics such as, obtaining knowledge of the business before and after accepting the assignment, sources of knowledge, using the knowledge, areas affected by the knowledge of the client’s business etc.

The AAS is effective for all audits commencing on or after April 1, 2000.

Issued in April, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-38-5.

AAS 21
Consideration of Laws and Regulations in an Audit of Financial Statements.

This AAS lays down standards on auditor’s responsibility regarding consideration of laws and regulations in an audit of financial statements.  The AAS therefore deals with aspects such as responsibility of the management for compliance with laws and regulations, auditor’s consideration of compliance with laws and regulations, audit procedures where non compliance is discovered, communicating/ reporting non compliance to management/users of audited financial statements/ regulators, and situations for withdrawal from engagement.  The Appendix to the AAS contains indications that non compliance might have occurred.

This AAS is effective for all audits commencing on or after July 1, 2001.

Issued in April, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-66-0.

AAS 22
Initial Engagements – Opening Balances

“Initial engagements” mean when the financial statements are audited for the first time or when the financial statements for the preceding period were audited by another auditor.  “Opening balances” means those account balances which exist at the beginning of the period.  This AAS establishes standards regarding audit of opening balances in case of initial engagements.  The Standard, therefore, deals with audit procedures for obtaining sufficient appropriate evidence in respect of opening balances.  The Standard also provides guidance to the auditors on situations warranting qualified opinion/ disclaimer of opinion.

This AAS is effective for all audits commencing on or after July 1, 2001.

Issued in July, 2001.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-64-4.

AAS 23
Related Parties

The Institute had issued Accounting Standard (AS) 18 on Related Party Disclosures.  The purpose of this AAS is to lay standards on auditor’s responsibilities and audit procedures regarding related parties and related party transaction, as defined in AS 18.  The AAS covers areas including, existence and disclosure of related parties, transactions with related parties, examining unidentified related party transactions, management representations, audit conclusions and reporting.  The appendix to AAS contains an illustrative management representation letter regarding related parties.

This AAS is effective for all audits relating to accounting periods commencing o n or after April 1, 2001.

Issued in September, 2001.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-70-9.

AAS 24
Audit Considerations relating to Entities Using Service Organisations

This AAS lays down standards for an auditor whose client uses a service organisation.  This AAS also describes the reports of the auditors of the service organisation which may be obtained by the auditor of the client.  The AAS therefore first explains the concept of a “service organisation” and then goes on to describe the considerations for the auditor of the client, factors to be considered in determining the significance of the activities of the service organisation to the client and their relevance to audit, obtaining necessary information from service organisations, auditor’s procedures in case such information is insufficient etc.  

This AAS is effective for all audits related to accounting periods beginning on or after April 1, 2003.

Issued in August, 2002.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 15/-).
ISBN:
81-87072-96-2.

AAS 25
Comparatives

The purpose of this Auditing and Assurance Standard (AAS) is to establish standards on the auditor’s responsibilities regarding comparatives.  It does not however deal with situations when summarized financial statements or data are presented with the audited financial statements. The AAS therefore explains the concept of comparatives in financial statements, corresponding figures and comparative financial statements.  It also deals with the requirement for obtaining sufficient appropriate audit evidence in respect of comparatives, audit procedures where prior period financial statements are unaudited, audit procedures in case of material misstatements in comparatives or where prior period audit report contains a modified opinion, etc.  The AAS also contains a discussion on financial reporting frameworks for comparatives and also illustrative auditor’s report in circumstances described in the Standard.

This AAS is operative for all audits relating to accounting periods beginning on or after April 1, 2003.

Issued in September, 2002.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 25/-).
ISBN:
81-87072-99-7.

AAS 26
Terms of Audit Engagement

This AAS establishes standards on agreeing to the terms of engagement with the client and the auditor’s response to a request by client to change the terms of an engagement to one that provides lower level of assurance.  The AAS discusses principal contents of an audit engagement letter, audit engagement letter in case of audit of components, factors affecting audit engagement letter in case of recurring audits.  The AAS also extensively deals with the duties and responsibilities of the auditors in case of a change in engagement.

The AAS is effective for all audits relating to accounting periods beginning on or after 1st April, 2003 and replaces Guidance Note on Audit Engagement Letters issued by the Institute.

Issued in January, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 25/-).
ISBN:
81-88437-09-03.

AAS 27
Communications of Audit Matters with Those Charged with Governance

The term “governance” as used in this AAS refers to the role of persons entrusted with the supervision, control and direction of an entity.  “Those charged with governance” are ordinarily accountable for ensuring that the entity achieves its objectives, financial reporting, and reporting to interested parties.  The AAS establishes standards on communications of audit matters arising from the audit of financial statements between the auditor and those charged with governance of an entity.  The AAS therefore provides guidance to auditors as to procedures to identify relevant persons, what are the audit matters of general interest to be communicated, forms of communication, factors affecting communication, confidentiality requirements, laws and regulations etc.

This AAS is effective for all audits related to accounting periods commencing on or after April 1, 2003.

Issued in January, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 20/-).
ISBN:
81-88437-11-5.

AAS 28
The Auditor’s Report on Financial Statements

The purpose of this AAS is to establish standards on the form and content of the auditor’s report issued as a result of an audit performed by an auditor of the financial statements of an entity.  Much of the standards laid down by this AAS can be adapted to auditor’s reports on financial information other than financial statements.  The AAS deals extensively with the concepts such as the basic elements of an auditor’s report, what is an unqualified opinion, the concept of modified audit report – qualified opinion, adverse opinion, disclaimer opinion, matters that affect the auditor’s opinion and matters that do not affect the auditor’s opinion, emphasis of matter paragraphs, illustrative audit reports in each case.

This Auditing and Assurance Standard becomes operative for all audits relating to accounting periods beginning on or after 1st April 2003.
Issued in March, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 25/-).
ISBN:
81-88437-12-3.

AAS 29
Auditing in a Computer Information Systems Environment

A CIS environment exists when one or more computer(s) of any type or size is (are) involved in the processing of financial information, including quantitative data, of significance to the audit, whether those computers are operated by the entity or by a third party. The purpose of this Auditing and Assurance Standard (AAS) is to establish standards on procedures to be followed when an audit is conducted in a computer information systems (CIS) environment.  The AAS lays down standard in respect of skills and competence needed by the auditor to conduct an audit of CIS environment, factors to consider while planning such an audit, peculiar features of a CIS environment, assessment of risk, audit procedures to reduce audit risk, documentation in such audits.

This Auditing and Assurance Standard (AAS) becomes operative for all audits related to accounting periods beginning on or after 1st April, 2003.

Issued in January, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 20/-).
ISBN:
81-88437-13-1.

	AAS 30
External Confirmations


This Auditing and Assurance Standard deals with an important form of audit evidence, viz., external confirmations.  The Standard touches upon in details, with the various important aspects related to external confirmations.  For example, relationship of external confirmation procedures to the inherent and control risks, assertions addressed by external confirmations, timing of external confirmations, design of the external confirmation request, nature of information being confirmed, form of confirmations – positive and negative, characteristics of respondents, evaluation of the results of the confirmation process, management requests etc.  

This Auditing and Assurance Standard is effective for all audits relating to accounting periods commencing on or after April 1, 2003.

Issued in August, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Also available as a separate publication of the Institute (Price:  Rs. 20/-).

AAS 31
Engagements to Compile Financial Information

The salient feature of a compilation engagement is that in such types of engagements, the accountant uses accounting expertise as against auditing expertise to collect, classify and summarise financial information.  Ordinarily, a compilation engagement involves reducing data to a manageable and understandable form and does not require the accountant to test the assertions underlying the concerned information.  Moreover, the procedures adopted by the accountant in carrying out a compilation engagement do not enable him to express any assurance or opinion on that financial information.

The AAS deals extensively with significant issues such as the objective of a compilation engagement, basic principles in a compilation engagement, including the ethical requirements, responsibility of the management, the essential ingredients of the terms of a compilation engagement, planning, documentation and procedural aspects of a compilation engagement.  The AAS also deals with the special considerations in case of clients having an identified financial reporting framework, clients having no financial reporting framework and situations of non compliance with the accounting standards by the client, estimates made by the client.  The AAS also provides detailed guidance as to the reporting aspects in a compilation engagement.  The AAS also contains an illustrative engagement letter for compilation engagements and also sample compilation reports covering different situations for the benefit of the members.
Issued in February, 2004
Published in the April, 2004 issue of the Journal.
Not available as a separate publication of the Institute.

AAS 32
Engagements to Perform 
Agreed upon Procedures regarding Financial Information

In an engagement to perform agreed upon procedures, the auditor is usually required to give a report on the factual findings, based on specified procedures performed on specified subject matters of specified elements, accounts or items of financial statements.  The basic purpose of the AAS is to establish standards on the auditor’s professional responsibilities when an engagement to perform agreed upon procedures regarding financial information is undertaken and on the form and content of the report that the auditor issues in connection with such an engagement.  The AAS can, however, also be used as a guide to perform agreed upon procedures regarding non financial information.

The AAS 32 thus, provides detailed guidance to the members as to the objectives of an agreed upon procedures engagement, basic principles involved in an agreed upon procedures engagement, including ethical principles, the essential aspects of the terms of the engagement.  The AAS also deals with the planning, documentation and procedures and evidence aspects of such engagements.  The AAS also contains standards in respect of report to be issued by the auditor and its essential elements.  The AAS also contains an illustrative engagement letter and an illustrative format of the report to be issued by the auditor.
Issued in February, 2004
Published in the April, 2004 issue of the Journal.
Not available as a separate publication of the Institute.

	General Clarification on AAS 9


This document clarifies the duties and responsibilities of an auditor while using the work of an expert as envisaged in AAS 9.  The Clarification deals specifically with the issues to be considered by an auditor while using the work of an outside expert, viz., actuary or the insurer itself, while verifying the accrued liability for retirement benefits or group gratuity schemes.

Issued in October, 2002.
Published in the Handbook of Auditing Pronouncements, Vol. I, (Edn. 2003).  
Not available as a separate publication of the Institute.
ISBN:
81-88437-20-4.

Summary of 
Guidance Notes
Provision for Proposed Dividend

This Guidance Note deals with the issue of responsibility of the auditors in respect of the provision for and disclosure of proposed dividends in the financial statements of companies.  The Guidance Note also outlines the views of the Council of the Institute, inter alia, on the following matters:

· whether the “proposed dividend” is a liability before the general meeting to approve the financial statements; 

· non provision of “proposed dividend” in the financial statements vis s vis true and fair view and the necessary disclosure in that case;

· auditor’s duties in respect of above non provision.

Published in November 1975
Published in the Handbook of Auditing Pronouncements, Vol. II, (Edn. 2003).  
Not available as a separate publication of the Institute.

Provision for Liability for Taxation
This Guidance Note summarises the views of the Council of the Institute in respect of the responsibility of the auditor in respect of the provision for liability for taxation.  It deals with the following matters:

· Time at which the liability for taxation arises

· The rates to be considered while calculating the provision for taxation.

· Non-provision of taxation vis a vis requirements of section 209 and 211 of the Companies Act, 1956.

· Auditor’s reporting responsibilities where the provision for tax has not been made or where such provision is materially less than the required amount.

· Examples of qualifications to be made by the auditor.

Published in November, 1975
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003). 
Not available as a separate publication of the Institute.

Auditing of Accounts of Liquidators
This Guidance Note deals with the audit under section 551 of the Companies Act, 1956, i.e., audit of accounts of liquidators.  It contains the recommendations of the Institute on, inter alia, the following aspects of such audit:

· Professional skills required.

· Audit procedures to be applied.

· Form and content of the audit report under section 551 of the Companies Act.

Published in February, 1962.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Independence of Auditors

Professional integrity and independence is an essential characteristic of any member of the accounting profession.  A detailed note on this topic was first published by the Council in 1968.  In the light of the experience gained over a period of years, this note was revised by the Council and published as a guidance note in 1975.  The revised Guidance Note contains essentially a discussion on relevant section of the Companies Act, 1956, and the provisions of the Chartered Accountants Act, 1949 which aim at ensuring independence of auditors.

Issued in 1975.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Surprise Checks

An important Guidance Note highlighting the importance of surprise checks as a part of normal audit procedures.  The Guidance Note also deals with areas like:

· Objectives of surprise checks.

· Suitability of surprise checks.

· Frequency of surprise checks.

· Interpreting the results of surprise checks.

The Guidance Note also contains the recommendations of the Council on surprise checks.

Issued in November, 1975.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Preparation of Financial Statements on Letter-Heads and Stationery of Auditors

This Guidance Note contains the recommendations of the Institute as to the preparation of the financial statements of the client(s) on the letter-head and stationery of the auditor, carrying the latter’s names and addresses.

Published in August, 1982.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Guidance Note on Auditor’s Report on Revised Accounts of Companies Before Circulation to Shareholders

This Guidance Note considers the question of the manner in which the auditor should report on accounts amended by the Board after approval and authentication under section 215 of the Companies Act, 1956.  

Issued in December, 1979.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Guidance Note on Certificate to be Issued by the Auditor of a Company Pursuant to Companies (Acceptance of Deposit Rules), 1975.

Section 58A of the Companies Act, 1956, contains certain restrictions on acceptance of deposits by companies.  The rules framed in 1975 were amended in 1978 when a provision was made for certification by auditors of the Return of Deposits to be filed by Companies.  In order to guide the members about this new requirement of certification, this Guidance Note was issued by the Institute.

The following is a gist of the topics covered by the Guidance Note:

· Problems associated with such certification

· Recommended approach of the auditor

· Responsibility of the management

The Guidance Note also contains the illustrated formats of the certificates to be issued pursuant to the assignment.

Issued in September, 1979.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Guidance Note on the Duty Cast on the Auditors under Section 45-MA of the Reserve Bank of India Act, 1934
The above Guidance Note provides guidance to the auditors as to the duty cast on them under section 45-MA of the Reserve Bank of India Act, 1934.  The said section requires the auditors of non banking financial institutions to inquire whether the latter, in case it has accepted deposits, has furnished the stipulated information and particulars in respect of those deposits to the Reserve Bank of India.  The Guidance Note, among other things, deals with the following issues in this respect:

· Meaning of auditor’s “inquiry“ under the said section.

· Procedures of the auditor in conducting such inquiry.

· Evidence in “inquiry”.

· Reporting to the Reserve Bank of India

· Time from and to which the section is applicable to the auditor.

The Guidance Note also contains illustrative letters that the auditor may send to the non banking financial institutions and the Reserve Bank of India in relation to the above inquiry.  The Guidance Note also, for the benefit of the members, gives an illustrative list of the returns/ statements to be filed by the aforementioned institutions and the due date thereof.

Published in May, 1976.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Guidance Note on Audit Reports and Certificates for Special Purposes

The increasing involvement of members in giving audit reports or certificates on special purpose statements or other information prepared by an enterprise necessitated the need for guidance to the auditor regarding various facets of such assignments including the form and contents of audit reports and certificates for special purposes.  In view of this, the Institute brought out this Guidance Note on Audit Reports and Certificates for Special Purposes.
The following is an overview of the areas touched upon by the Guidance Note:

· Scope of special purpose reports and certificates

· Responsibility for preparation of special purpose statements

· Scope of the reporting auditor’s functions

· Contents of such reports and certificates

· Reports and certificates on specific items of financial statements

· Communication of report or certificate

· Communication with previous auditor.

The Guidance Note also contains examples of such reports and certificates.

Issued in March, 1984.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  

Also available as a separate publication of the Institute.  (Price Rs. 20/-)

ISBN:

Guidance Note on Accountants’ Report on Profit Forecasts and/or Financial Forecasts

Traditionally, the attest function performed by the members has been in relation to past events.  However, our growing and dynamic society seeks professional association in its exercises relating to future events.  A manifestation of this is the requirement of banks and financial institutions regarding the preparation of projected cash flow and profitability statements by intending borrowers for the purpose of making an appropriate appraisal of their loan applications.  These institutions placed a great reliance on such statements if they were prepared or reviewed by chartered accountants, the Institute issued this Guidance Note to provide guidance to members for preparation and review of profit and financial forecasts for submission to banks and financial institutions.

Issued in September, 1982
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  

Also available as a separate publication of the Institute.  (Price Rs. 15/-)

ISBN:

Guidance Note on Section 293A of the Companies Act and the Auditor

The Guidance Note was first issued by the  Institute in 1976 when, under Section 293A of the Companies Act, 1956, companies were prohibited from making contributions to a political party or for any political purpose.  Since elaborate amendments were incorporated in Section 293A by the Companies (Amendment) Act, 1985, which came into force from May 24, 1985, the Institute revised the existing Guidance Note in consonance with the amended provisions in 1986.

The Guidance Note, among other things, also elaborates on the terms, political party, political purpose, directly or indirectly, person, average net profits, as used in the said section of the Companies Act, 1956.  The Guidance Note also outlines the duties of the auditor in respect of section, besides trying to explain the intent and import of the said section.

Issued in June, 1986.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs.10/-)

Guidance Note on Audit of Fixed Assets
This Guidance Note outlines the procedures of the auditor in relation to the audit of fixed assets. It highlights the peculiar features of fixed assets, which impact the audit thereof.  The following are the important aspects of audit of fixed assets, covered by the Guidance Note:

· Internal Controls:
control over expenditure on fixed assets, self constructed assets, accountability and utilisation controls, information controls.

· Verification of Records:
acquisition of new fixed assets, improvements to existing ones, self constructed assets, capital work-in-progress, scrutiny of expense accounts, audit procedures in respect sold, destroyed or scrapped assets, procedures to identify unrecorded transactions in respect of such assets.

· Physical verification:
management’s responsibility in respect of physical verification, factors to be considered in assessing the appropriateness as well as reasonableness of the physical verification conducted by management, auditor’s duties in case of discrepancies noticed on physical verification.

· Valuation and Disclosure:
 compliance with the generally accepted bases of accounting, calculation of depreciation, revaluation of fixed assets and using the work of experts in case of revaluation etc., assets purchased for a consolidated price, joint ownership of assets.

Issued in April, 1985
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  
Also available as a separate publication of the Institute (price:
  Rs. 25/-).
ISBN:
81-87072-17-2.

Revision/ Rectification of Financial Statements

The Council at its 106th meeting held in July, 1983, decided that the reopening or rectification of accounts after they have been adopted at the annual general meeting should not be permitted under any circumstances.  A note to this effect was published in the Institute’s Journal in August, 1983.  On representations received from various quarters and after considering the fact that the Department of Company Affairs had taken a different view, the Council reviewed the position and issued another note in February, 1985.  In this note it was explained that ordinarily, the accounts once adopted at the annual general meeting cannot be reopened.  However, if the company decided to reopen its accounts which have been adopted at the annual general meeting for meeting certain technical requirements of taxation laws and prepared a revised/rectified financial statements, the Council advised the auditors to examine the revised/rectified financial statements and give the report in a manner suggested in the note.  The Council has also clarified that the Department of Company Affairs has agreed with the above procedure.

The Guidance Note also contains an illustrative format of the auditor’s report on revised/ rectified accounts.

Issued in August, 1983.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).  Not available separately.

Signature on Statutory Audit Reports
The above Guidance Note summarises the recommendations of the Council on the manner in which the members should sign the audit reports of companies so as to comply with the requirements laid down by the Department of Company Affairs in this regard.  It also deals with the manner of signing the audit reports in case of sole proprietary firms of chartered accountants.  

The Guidance Note also contains the views of the Council as to the need for disclosing the name of the member when signing the audit report/ document where the same are being signed in the name of the firm.

Published in March, 1973
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Not available separately.

Guidance Note Audit of Accounts of Non-Corporate Entities (Bank Borrowers)

The Institute issued this Guidance Note in 1985 when RBI issued a circular advising all scheduled banks to ensure that non-corporate borrowers enjoying aggregate working capital credit limits of Rs. 10 lakh or more from the banking system get their accounts audited by chartered accountants in the prescribed manner.  The following is an overview of the areas covered by the Guidance Note:

· The relevant circular of the Reserve Bank of India

· Books of Account

· Format of financial statement

· Audit procedures

· Audit report

· Special audit report

· Non corporate entities and credit facility

· Financial statements

· Profit & loss account

· Depreciation

· Taxation

· Balance sheet

· Funds flow statement

· Reporting requirements

· Special audit

The appendices to the Guidance Note contain the form of balance sheet for non corporate trading, manufacturing, entities, audit report on non corporate borrowers, special audit report, example of an engagement letter etc.

Issued in June, 1985
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 25/-).

Guidance Note on Reports in Company Prospectuses

In order that the prospective investors in companies may make their decisions on the basis of proper and adequate information, the Companies Act, 1956, introduced stringent requirements which the companies were required to comply with whenever they intended to offer shares or debentures for public subscription.  It was in this context that the requirements relating to issuance of prospectuses by companies assumed importance.  The legal formalities on this behalf sought to ensure that the information which would be relevant for the investors to make investment decisions should be complete, comprehensive and at the same time truthful.  The requirements, inter alia, included  certain reports to be given by the chartered accountants about the companies to the investors.  This Guidance Note explains the manner of giving such reports by the members.

The following is an overview of the areas touched upon by the Guidance Note:

· Legal Aspects:
who are eligible to make the report, fees for issuing the reports, signing the report, consent letters, liability for misstatement in prospectus, reports and certificates, rights and powers, to whom the report should be made, overview of part II of Schedule II, III and IV, clauses II(25) and (26), III(1) and (2) and IV(1) etc.

· Accounting Aspects:
adjustments required to be made, treatment and adjustment of non recurring items, consistency in application of accounting  policies, treatment of tax etc.

The Guidance Note contains a specimen of the auditor’s report on prospectus.

Issued in December, 1985.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 10/-).
ISBN:
81-85868-89-1.

Guidance Note on Audit of Abridged Financial Statements

The Companies (Amendment) Act, 1988, brought about significant changes in Section 219 of the Companies Act, 1956.  By virtue of these amendments, a company listed on a recognised stock exchange could send abridged balance sheet and abridged profit and loss account to its members, etc. subject to certain conditions.  The form of these abridged financial statements had been prescribed by the Central Government.  The Companies Act, 1956, did not specifically require audit of abridged financial statements.  The audit of abridged financial statements assured the readers that the relevant information was properly disclosed in such statements and thus lended a greater degree of credibility to them.  Considering this, the Institute issued this Guidance Note to provide guidance to the members on issues relating to such audit.

The following is an overview of the areas covered by the Guidance Note:

· Legal requirements

· Form and content of abridged financial statements

· Form and content of abridged profit and loss account

· Other requirements regarding abridged financial statements

· Authentication of abridged financial statements

· Audit of abridged financial statements

The appendices to the Guidance Note contain Form 23AB on statement containing salient features of balance sheet and profit and loss account etc., specimen auditor’s report on abridged financial statements – qualified and unqualified opinion.

Issued in August, 1990.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-85868-33-6.

Guidance Note on Certification of Documents for Registration of Charges

The Department of Company Affairs had directed the appropriate authorities to take the documents relating to registration of a charge, on record, if such documents were duly certified as correct, among other, by a chartered accountant in practice.  This, in retrospect reflected the growing faith in the competence of members of our profession.  Since the procedure for registration of charges involved a number of documents, the Institute issued this Guidance Note with a view to provide guidance to the members, who may be called upon to certify the relevant documents.

The following bullet points would give a brief idea as to the areas touched upon by the Guidance Note:

· Provisions of law

· Forms and documents

· Verification of forms

· Format of certificate

The Guidance Note also contains the Form No. 8, 13, 17 and 21 as also the certificate to be issued by a chartered accountant regarding verification of various forms relevant for registration of charges.

Issued in January 12, 1194.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-85868-40-9.

Guidance Note on Audit of Inventories

The Guidance Note deals with procedures of the auditor in respect of audit of inventories.  It outlines the peculiar features of inventories, which impact the audit procedures.  The following is a gist of the important aspects of audit of inventories covered by the Guidance Note:

· Internal Control Evaluation:
segregation of incompatible functions, standard form for recording movement of inventory, cross checking of data generated by different departments.
· Verification:
management’s responsibility for physical verification, sufficient appropriate audit evidence for existence, ownership and valuation, procedures for verification by auditor.
· Examination of Records:
type of records, extent of auditor’s examination, auditor’s procedures in case of absence or insufficiency of records.
· Attendance at Stock Taking:
need for auditor’s attendance at stock taking, methods and procedures for stock taking, factors to be considered and procedures to be adopted in assessing the adequacy of stock taking, movement of stocks during stock taking, cut off procedures.
· Confirmation from Third Parties:
factors to be seen, confirmations from third parties.
· Examination of Valuation and Disclosures:
basis for valuation of inventories and methods of applying the basis, compliance with Accounting Standard (AS) 2, “Valuation of Inventories”, use of standard costing, examination of the disclosure in financial statements.
· Analytical Review Procedures:
illustrative analytical procedures, comprising mainly of comparison of various elements.
· Work in Progress:
assessing appropriateness of its valuation etc.
· Management Representations

· Documentation by the auditor
The Guidance Note also gives illustrated set of instructions to be issued by the client to its staff responsible for stock taking, illustrative letter of confirmation of inventories held by others, illustrative letter of confirmation of inventories held by the entity on behalf of others and an illustrative management representation letter for inventories.

The Clarification issued by the Institute on the auditor’s duties where inventories are stated to be “As Valued and Certified by the Management” in the financial statements, issued in September, 1999, has also been given.  (This Clarification is given at the end of the Guidance Note only in the Handbook of Auditing Pronouncements, Vol. II and is not available in the Guidance Note published as a separate booklet).

Issued in August, 1994
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-85868-55-7.

Guidance Note on Audit of Investments
This Guidance Note deals with the procedures that might be adopted by the auditor for auditing investments.  The Guidance Note also throws light on the exceptional features of investments which have an impact on the audit procedures.  The important aspects of audit of investments covered by the Guidance Note are highlighted as follows:

· Internal Control Evaluation:
control over acquisition, accretion and disposal of investments, safeguarding of investments, controls in respect of title of investments, information controls.

· Verification of Transactions:
authority to invest, legal requirements, supporting documents, terms of sale or purchase (ex or cum dividend/interest), rights issues, bonus issues.

· Physical Verification:
responsibility of auditor, use of depository/ custodial services by the client, scripless trading, timing of physical examination, investments held by others, investments not held in the name of the client vis a vis legal requirements, procedure in finance/chit fund/nidhi companies etc., immovable properties held as investments.
· Examination of Valuation or Disclosures:
valuation and disclosure of investments vis a vis, compliance with Accounting Standard (AS) 13 and statutory requirements, method of valuation.
· Analytical Procedures:
comparison of various ratios.
· Management Representations
· Documentation by the auditor.
The Guidance Note, for the benefit of the members, also give a gist of legal requirements, including disclosure norms, relating to investments under certain prominent statutes, illustrative letter of confirmation for investments held by banks, and management representation letter for investments.

Issued in November, 1994.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-85868-56-5.

Guidance Note on Audit of Debtors, Loans and Advances
The Guidance Note deals with the audit procedures that might be adopted by the auditor in case of audit of debtors, loans and advances.  A gist of the relevant areas covered by the Guidance Note is as follows:

· Internal Control Evaluation in Respect of Debtors:
fixing of credit/ loan/ advance limits, procedure for recording, realising and correlating outstandings from parties, aging schedule, periodic balance confirmation, authority for material adjustments to parties’ account, periodic reconciliation statements, form and adequacy of security, recognition and realisation of interest income.

· Verification:
audit evidence regarding existence, completeness, valuation and disclosure.

· Examination of Records:
audit procedures for examining records

· Indications of doubtful debts/ loans
· Special considerations in case of loans and advances:
requirements of section 293, 295 and 370 of the Companies Act, 1956, reporting requirements under MAOCARO, 1988 and section 227 of the Companies Act, 1956.

· Direct Confirmation Procedures:
methods of obtaining confirmations, types of confirmations, timing of confirmations.

· Analytical Review Procedures:
comparison of some important elements of debtors/loans and advances.

· Disclosure
· Management Representations
· Documentation
The Guidance Note also contains an illustrative confirmation letters to be sent to debtors and management representation letter for debtors, loans and advances.

Issued in June, 1994.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-85868-54-9.

Guidance Note on Audit of Miscellaneous Expenditure Shown in Balance Sheet
The Guidance Note deals with the audit procedures in respect of audit of miscellaneous expenditure shown in balance sheet.  It highlights the peculiar features of the “miscellaneous expenditure” that have an impact on audit thereof.  The following is an outline of the topics covered by the Guidance Note in respect of audit of “miscellaneous expenditure”:

· Internal Control Evaluation:
control over “miscellaneous expenditure”, accountability therefor, generation of reliable information in respect thereof.

· Verification:
amount of expenditure, reasonableness of criteria and period of amortisation.

· Disclosure
The Guidance Note deals separately with the special considerations in case of different items covered under the head “miscellaneous expenditure”, viz., preliminary expenditure, brokerage on underwriting, discount on issue of shares and debentures, development expenditure etc.

Issued in October, 1995.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-)

Guidance Note on Audit of Cash and Bank Balances

The Guidance Note deals with the audit procedures that might be adopted while auditing cash and bank balances.  The following is a gist of the relevant areas covered by the Guidance Note:

· Internal Control Evaluation:
segregation of incompatible functions, authorisation, recording of transactions, safe custody of cash, chequebooks etc., reconciliation statements, etc.

· Verification of Cash Balances:
timing of carrying out verifications, procedure for verification, situations of unduly large cash balances, IOUs, procedures in case of discrepancies, frequency of verification.

· Verification of Bank Balances:
procedures for verification, examination of bank reconciliation statements and unusually old outstandings therein, post dated cheques, obtaining confirmations from banks, inoperative bank accounts, fixed deposits, remittance in transit, treatment of stale cheques, valuation of foreign exchange transactions.

· Examination of Valuation and Disclosure:
compliance with recognised accounting policies, practices, statutory requirements

The Guidance Note also gives an illustrative letter of confirmation for bank balances.

Issued in November, 1995
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-85868-8.

Guidance Note on Audit of Liabilities
This Guidance Note contains recommended audit procedures in case of audit of liabilities.  The following is an outline of the relevant areas discussed in the Guidance Note:

· Internal Control Evaluation in Respect of Loans and Borrowings:
credit limits/ borrowing powers and limits, authority, terms of borrowing, compliance with statutory requirements, variation in terms, security against loans, documentation, reporting of non compliance, balance confirmations, foreign exchange loans.
· Internal Control Evaluation in Respect of Trade Creditors, Current Liabilities, Provisions, Trade Deposits:
in addition to those above, payment on duplicate invoices, schedule of creditors, adjustments to creditors, accounts to be authorised, cut off procedures.
· Examination of Records of Loans and Borrowings:

validity and accuracy, agreement with the statements from creditors and loanees, loan agreements, change in the value of security, deferred payment credits.

· Examination of Records of Trade Creditors and Other Current Liabilities:

cut off procedures, control accounts, documentary evidence, important aspects to be seen in the schedule of creditors etc., year end transactions, subsequent events.

· Examination of Records of Provisions:
meaning of provision, objectives of audit of provisions, provision for taxes and duties, provision for gratuity, provision for bonus, provision for dividend, other provisions.

· Examination of Records of Contingent Liabilities:
meaning, general procedures for verifying contingencies.

· Direct Confirmation Procedures:
meaning, types – negative/ positive, suitability of each type, discrepancies in books of account vis a vis confirmations.

· Examination of Disclosures
· Analytical Review Procedures:
comparison of various ratios

· Special Considerations in Case of a Company:
compliance with the relevant sections of the Companies Act, 1956.

· Management Representations
· Documentation
The Guidance Note also contains illustrative letter of confirmation to be sent to creditors and management representation letter for liabilities and contingencies.

Issued in December, 1995
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 70/-)
ISBN:
81-85868-81-6.

Guidance Note on Format of the Audit Certificate to be Issued by the Auditor on the Cash Flow Statement
The above Guidance Note contains the format of the certificate to be given by the auditor on the cash flow statement pursuant to the requirements of the Listing Agreement.

Not available as a separate publication of the Institute.

Guidance Note on Audit Reports/ Certificates on Financial Information in Offer Documents
The Guidance Note is aimed at providing guidance to the chartered accountants who undertake the task of certifying stipulated information, contained in an offer document of a company, pursuant to the Guidelines for Disclosure and Investor Protection, issued by the Securities and Exchange Board of India.  The following is the gist of the relevant areas covered by the Guidance Note:

· Financial Information Required to be Contained in the Report of the Company’s Auditor:
adjustments of profit or loss, adjustment in the statement of assets and liabilities, objective of the adjustments, adjustment/ rectification on account of qualifications in auditor’s report, adjustment relating to previous years, change in accounting policy, material changes in activities, significant accounting policies, transaction with companies in Promoter Group, disclosure under “Other Income”, disclosure of bifurcated turnover, statement of assets and liabilities.

· Financial Information to be Contained in the Report of the Accountant

· Financial Information for Which the Auditor Should Give a Separate Report to the Management:
tax shelters, accounting ratios, earnings per share, return on net worth, net asset value per share, disclosures under ‘Basis of Issue Price”, Earnings per Share, Price/Earnings Ratio, average return on net worth, net assets value, general, capitalisation statement, disclosure of project expenditure, bridge loans, loans.
· Auditor’s Certificate on Profit Forecast

The appendices to the Guidance Note contain the relevant extracts of the Clarifications No. XIII and XIV, issued by the Securities and Exchange Board of India on Guidelines for Disclosure and Investor Protection and the clarification issued by the Institute of Chartered Accountants of India on applicability of the Guidance Note to rights issues.

Issued in January, 1997,
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 70/-)

Guidance Note on Audit of Revenue
The Guidance Note contains recommended audit procedures in case of audit of liabilities. The following is an outline of the areas covered by the Guidance Note:

· Assertions Regarding Revenue:
occurrence, completeness, measurement, presentation and disclosure.

· Internal Control Evaluation
· Examination of Records:
compliance with AS 9, cut-off procedures, sales journal, dispatch documents, sales to intermediate parties, realisation in installments, export sales, revenue from services rendered.

· Examination of Presentation and Disclosure

· Analytical Procedures:
comparison of various relevant components of revenue.
· Special Considerations in Case of a Company:
compliance with relevant statutory requirements.
· Documentation

Issued in May, 1997.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-87072-05-9.

Guidance Note on Members’ Duties regarding Engagements involving Compilation of Financial Statements
This Guidance Note provides guidance on the professional responsibilities of the members when an engagement to compile financial statements or other financial information is undertaken and the form and content of the report issued pursuant to the engagement.  The Guidance Note deals with the following aspects of a compilation engagement:

· Objective of a compilation engagement
· General Principles of a Compilation Engagement
· Terms of Engagement:
the Guidance Note also contains an illustrative engagement letter for such assignments.

· Planning a Compilation Engagement
· Documentation
· Procedures for Compilation Engagement
· Responsibility of Management
· Reporting on the Compilation Engagement:
the Guidance Note contains an illustrative format of the accountant’s report on unaudited financial statements.

Issued in February, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).
ISBN:
81-87072-39-3.

Guidance Note on Engagements to Review Financial Statements
The purpose of this Guidance Note is to provide Guidance on the professional responsibilities of the members when an engagement to review financial statements is undertaken and on the form and content of the report issued pursuant to the assignment.  The following is a brief of the areas dealt with by the Guidance Note:

· Objective of a Review Engagements

· General Principles of a Review Engagement

· Scope of a Review

· Moderate Assurance

· Terms of a Review Engagement:
The Guidance Note also contains illustrative engagement letter in case of a review engagement
· Planning a Review Engagement

· Work Performed by Others

· Documentation

· Procedures and Evidence:
guiding factors, materiality considerations, inquiries and analytical procedures, subsequent events.  A set of illustrative detailed procedures to be carried out for different items of the financial statements is also appended to the Guidance Note.
· Conclusion and Reporting:
negative assurance, basic elements of a review report.  The Guidance Note also contains illustrative forms of a review report – unqualified, qualified, adverse.  

The Guidance Note also contains the clarifications issued by the Institute on the applicability of the Guidance Note to review of financial statements to limited reviews under clause 41 of the Listing Agreement, half yearly review of accounts of banks, and format of review report on half yearly financial results. (This Clarification is given at the end of the Guidance Note only in the Handbook of Auditing Pronouncements, Vol. II and is not available in the Guidance Note published as a separate booklet).
Issued in May, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 25/-).  
ISBN:
81-87072-40-7.

Clarification on the Auditors’ Rights Where Clients and Others Seek Access to their Audit Working Papers
The Clarification outlines the rights of the auditors in situations where they are requested by clients or third parties, such as the other auditors of the client or the auditors of the related parties of the client, etc., to provide access to their audit working papers.  The Clarification also deals with the rights of the main auditors vis a vis working papers of the branch auditors or the internal auditors.

Issued in May, 2000.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Not available as a separate publication of the Institute.  

Guidance Note on Certificate on Corporate Governance
This Guidance Note provides guidance to members while certifying corporate governance pursuant to clause 49 of the Listing Agreement.  The important aspects covered by the Guidance Note are as follows:

· Management’s Responsibility
· Auditor’s Responsibility
· General Principles
· Documentation
· Verification of Compliance of Conditions of Corporate Governance:
board of directors, audit committee, remuneration of directors, board procedures, management, shareholders, report on corporate governance.

· Management Representations
· Auditor’s Certificate
· Role of Auditor in Audit Committee and Certification of Corporate Governance
The appendices to the Guidance Note contain the circular issued by the Secondary Market Department of SEBI on the extent of applicability of Clause 49 of the Listing Agreement to the listed entities which are body corporates but not companies, clause 49 of the Listing Agreement, and the format of the certificate to be issued by the auditor pursuant to clause 49.
Issued in June, 2001
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 50/-).  
ISBN:
81-87072-59-8.

Guidance Note on Section 227 3(e) and (f) of the Companies Act, 1956

The above Guidance Note provides guidance to the members in reporting on clauses (e) and (f) of sub-section 3 of Section 227 of the Companies Act, 1956 which were inserted by the Companies (Amendment) Act, 2000.  The Guidance Note deals with the reporting requirements under the two clauses in two separate sections.

The introductory part of the Guidance Note contains the reporting requirements for the auditors under section 227 (3) of the Companies Act, 1956.  It also throws light on the guidance in respect of the same provided by the Statement on Qualifications in the Auditor’s Report, issued by the Institute.

The section dealing with clause (e) begins with the requirements of the newly inserted clause.  It then goes on to interpret the phrase “adverse effect on the functioning of the company” since the Companies Act is silent on the meaning of the phrase.  The Guidance Note then dwells upon the change, if any, in the scope of the audit and the auditor’s role pursuant to the insertion of the said clause.  It also deals with the treatment of the negative or adverse remarks of the auditor in the report under MAOCARO, 1988 vis a vis the requirements of clause (e).

The next part of the Guidance Note deals with the reporting requirements under clause (f) of sub-section (3) of section 227 of the companies Act, 1956.  It guides the members as to the harmonious interpretation of clause (f) of section 227(3) with section 274(1)(g) of the Companies Act, 1956.  The Guidance Note also contains illustrative wordings of the auditor’s report on this clause under various situations.

Issued in March, 2001
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 20/-).  
ISBN:
81-87072-58-X.

Guidance Note on Engagements to Perform Agreed upon Procedures regarding Financial Information
This Guidance Note deals with the auditor’s professional responsibilities when an engagement to perform agreed upon procedures regarding financial information is undertaken and on the form and content of the report issued pursuant thereto.  The following gives a brief idea a to the relevant areas of such an engagement covered by the Guidance Note:

· Objective 
· General Principles 
· Terms Engagement:
nature and purpose of engagement, nature, timing and extent of audit procedures, limitations or restrictions on distribution of auditor’s report.  The Guidance Note also contains an illustrative engagement letter for such assignments.

· Planning
· Documentation
· Procedures and Evidence:
the Guidance Note contains an illustrative list of procedures that might be applied to a typical agreed upon procedures engagement.

· Reporting:  
basic elements of a report on such assignment.  The Guidance Note contains an illustrative format of report.

Issued in July, 2001.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 15/-).  
ISBN:
81-87072-65-2.

Guidance Note on Audit of Expenses

This Guidance Note deals with the illustrative audit procedures that might be adopted by the auditors in auditing various items of expenses.  The introductory part of the Guidance Note deals with the explanation of the term “expense” and the different approaches to identify the expense.  It also deals with the peculiar features of “expenses” which impact the audit procedures as also the assertions to be examined in respect thereof.  The following is a gist of the relevant aspects of audit of expenses covered by the Guidance Note:

· Internal Control Evaluation

· Verification – Examining Records and Analytical Procedures

· Examination of Presentation and Disclosure

· Management Representation

· Documentation

· Special Considerations in the Case of a Company

The Guidance Note also contains illustrative audit procedures for the following items of expenses, viz., goods and raw materials consumed, purchases and purchase returns, wages and salaries, bonus, retirement benefits, other conversion costs, establishment and general administrative expenses, interest and financial charges, depreciation, research and development expenses, repairs and maintenance, contingencies, and taxes on income.

Issued in November, 2001
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 30/-).  
ISBN:
81-87072-71-7.

Guidance Note on Revision of the Audit Report

The Guidance Note aims to provide guidance to members regarding revision of the audit report after the same has been issued, in case the auditor considers it necessary to do so.  It lays down the procedures to be followed by the auditor who, subsequent to the issuance of the audit report, becomes aware of the facts that might have existed at the date which might have affected his report had he been aware of such facts at the time of issuance of the report.  The Guidance Note deals with issues such as revision of the financial statements by the client, factors to consider while revising the audit report, statement of reasons for revising the report, preventing reliance on the audit report, and withdrawal from the engagement.

Issued in January, 2003
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. )

	Guidance Note on Audit of Consolidated Financial Statements


The basic objective of the Guidance Note is to provide detailed guidance to the members in understanding and resolving critical issues that might arise while auditing consolidated financial statements, for example, the objective of audit of consolidated financial statements, expectations from the auditors of consolidated financial statements vis a vis  applicability of Auditing and Assurance Standards to audit of consolidated financial statements, salient features of consolidated financial statements having an impact on audit thereof, types on consolidated adjustments, reporting responsibilities, situations where the auditor of parent’s financial statements is also the auditor of the consolidated financial statements and situations where he is not.  The Guidance Note contains illustrative formats of audit reports on consolidated financial statements.

The Guidance Note assumes added importance in view of the fact that while the Securities and Exchange Board of India had amended clause 32 of the Listing Agreement to require the listed companies to publish consolidated financial statements in addition to their separate financial statements, other companies are preparing consolidated financial statements on a voluntary basis as a mark of good reporting and governance practices.  Moreover, the Companies (Amendment) Bill, 2003 also envisages preparation of consolidated financial statements, thereby, giving it a statutory mandate.
Published in September, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 40/-). 
ISBN:
81-88437-21-2.


	Guidance Note on Audit of Miscellaneous Expenditure (2003)


The Accounting Standards Board of the Institute of Chartered Accountants of India had in the recent past issued the Accounting Standard (AS) 26, Intangible Assets.  The Accounting Standard lays down the accounting treatment, viz., recognition, measurement and disclosure requirements for certain intangible assets that are not dealt with specifically in any other Accounting Standard.  Though the Institute had in October 1995 issued the Guidance Note on Audit of Miscellaneous Expenditure Shown in Balance Sheet, the same has been revised pursuant to the issuance of the Accounting Standard 26 and the changed accounting principles in respect of intangible assets contained therein.  

The 2003 Guidance Note contains detailed guidance for auditors in respect of audit of various items covered under “Miscellaneous Expenditure”, for example, preliminary expenses, commission or brokerage on underwriting or subscription of shares etc., when AS 26 comes into force or is voluntarily applied by the entity in accounting for intangible assets.  The issues touched upon by the Guidance Note include internal control evaluation, verification and disclosure of such expenditure pursuant to issuance of AS 26. 

Published in September, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 25/-). 
ISBN:
81-88437-23-9


	Guidance Note on Special Considerations in an Audit of Small Entities


The Guidance Note is designed to provide an understanding to the members as to the peculiar features of small entities and application of the principles and procedures laid down in the Auditing and Assurance Standards to such entities.  Though the principles of auditing are universally applicable, irrespective, of the size and nature of the client, yet the manner of the application might have to be varied to suit the facts and circumstances of each client.  The objective of the Guidance Note is to help the members in understanding and applying the Auditing and Assurance Standards issued by the Institute to such small clients.  The Guidance Note, therefore, contains a detailed discussion on the application of the principles laid down in each and every Auditing and Assurance Standards (from AAS 1 to AAS 29) to small entities.

The Guidance Note would prove to be helpful in resolving issues regarding Auditing and Assurance Standards that might arise in the audit of small entities.

Published in September, 2003.
Published in the Handbook of Auditing Pronouncements, Vol. II (Edn. 2003).
Also available as a separate publication of the Institute (price:  Rs. 50/-). 
ISBN:
81-88437-22-0

Guidance Note on 
Computer Assisted Audit Techniques (CAATs.)

Recognising the developments in the field of technology and its impact on the accounting profession in India, Auditing and Assurance Standards Board had issued Auditing and Assurance Standard (AAS) 29, Audit in Computer Information Systems Environment.  This Guidance Note on Computer Assisted Audit Techniques comes as a sequel to that AAS.  The Guidance Note deals extensively, with the concept of CAATs and related pertinent issues such what CAATs are, where they may be used, considerations in use of CAATs, how to use CAATs, testing of CAATs, controlling application of CAATs, documentation required when using CAATs, use of CAATs in small entities, etc.  The Guidance Note also contains a comprehensive appendix containing examples of CAATs, their description and comparable advantages and disadvantages of each of these CAATs.

Issued in September, 2003 
Available only as a separate publication of the Institute (price:  Rs. 30\-)
ISBN:
81-88437-31-X

Industry Specific Guidance Notes

Guidance Note on Audit of Companies Carrying on General Insurance Business
As the name suggests, this is an industry specific Guidance Note issued by the Auditing and Assurance Standards Board.  The Guidance Note provides detailed guidance on various important aspects of the audit of companies in the business of general insurance.  It deals extensively with the basic knowledge about the Industry, which the auditors need to possess to effectively conduct audit of a general insurance company.  The Guidance Note begins with by giving a brief background of the insurance industry, evolution of the Industry, its regulation, organisation structure of the insurance companies, and the scope of the Guidance Note.  The following is the gist of the topics dealt with by rest of the Guidance Note:

· Principles of Insurance:
contract of insurance, principles of general insurance, classes of general insurance business, etc.

· Legal Framework:
Insurance Regulatory and Development Authority Act, 1999 and Regulations framed thereunder, registration of insurance companies, licensing of insurance agents, requirements as to minimum paid up capital, deposits, important statutes as applicable to audit of general insurance companies, applicability of accounting standards, corporate governance, register of policies and returns, reports and returns to be furnished etc.

· Accounting System and Framework:
features of accounting system in insurance companies, accounting records – periodic reports, workflow in general insurance companies, accounting framework, requirements of Schedule B to IRDA Regulations, 2000, requirements of the Insurance Act, 1938 vis a vis the Companies Act, 1956 etc.

· Auditing Framework:
audit of accounts, qualifications, remuneration and powers of auditor, auditor’s report, audit of branches vis a vis head office, auditing in IT environment, stages of audit, developing audit plan, coordination with branch management and branch auditor.

· Internal Controls:
elements of internal control, specific control procedures in general insurance business, use of service organisations, compliance with regulations, independent checks, internal audit, investigation and inspection; and audit procedures.

· Audit at Branch/ Divisional Office Level:
books of account, items of revenue account – premium, claims commission, operating expenses, managerial remuneration, legal/professional charges, interest/ bank charges, depreciation, interest; and items relating to balance sheet – cash and bank balances, outstanding premium and agents’ balances.

· Audit at Head Office Level:
areas of audit, scrutiny of head office accounts, consolidation of head office and branch/divisional/ regional offices accounts, verification of revenue account and profit and loss account items, verification of balance sheet items etc.

· Reinsurance:
types of reinsurance – bordereaux, cession, commission, line, reciprocity etc., accounting aspects, legal requirements, segment-wise audit of reinsurance, verification of inwards and outwards reinsurance, co-insurance.

· Investments:
legal requirements, IRDA guidelines, prudential norms, other considerations, balance sheet disclosures, valuation of investments, investment committee, audit procedures – internal control evaluation, physical verification, reporting considerations.

· Special Purpose Certification:
solvency margin, IRDA regulations, norms for valuation of assets and liabilities, statements of solvency margin, expenses of management, considerations for auditors

The appendices to the Guidance Note contain diagrammatic representation of workflow in a general insurance business, format of financial statements, specimen auditor’s report, requirements of section 619(3)(a) of the Companies Act, 1956, statement of assets and liabilities, and statement of solvency margins.

Issued in January, 2002
Available only as a separate publication of the Institute (price:
  Rs. 150/-).
ISBN:
81-87072-73-3.

Guidance Note on Audit of Companies Carrying on Life Insurance Business

This Guidance Note is yet another in the series of industry specific Guidance Notes issued by the Auditing and Assurance Standards Board of the Institute and provides detailed guidance to the members in discharge of their work as an auditor of a life insurance company.  The following points give a brief insight into the relevant aspects of audit of an insurance company covered by the Guidance Note:

· Introduction:
evolution and regulation of the insurance business, organisation structure in a life insurance company, scope of the Guidance Note.

· Principles of Life Insurance:
life insurance contract, risk, principles of life insurance, classes of life insurance policies – endowment, whole life, convertible whole life, money back, children’s deferred assurance, pension plan etc.

· Legal Framework:
insurer, registration of insurer, certification of soundness of terms of policy, appointment of actaury, regulation on advertisement, requirement of share capital and deposits, important provisions of Insurance Act, 1934, Insurance Rules, 1939, Companies Act, 1956, Income Tax Act, 1961, applicable accounting standards, corporate governance, statutory books and returns, valuation of assets, liabilities for solvency margin, valuation of assets and liabilities etc.

· Accounting Framework and System:
accounting system, accounting records, workflow in life insurance companies, accounting framework, comparison of accounting treatments/ formats in pre and post IRDA period, accounting policies and information, signatures and reports to be attached with accounts and statements, conformity with accounting standards.

· Auditing Framework:
audit of accounts, qualifications of auditor, appointment of auditor, remuneration of auditor, power of auditor, auditor’s report, audit of branch vis a vis head office, engagement letter, developing audit plan and audit programme, coordination with branch management and branch auditor.

· Internal Controls:
salient features in case of life insurance companies, specific internal control procedures in life insurance companies, use of service organisations, compliance with regulations, independent checks, internal audit, investigation and inspection powers of IRDA.

· Audit of Branch/ Divisional Office:
items under policyholders’ account, limitation on expenses of management, funds for future appropriation.

· Audit at Head Office:
areas of audit, scrutiny of head office accounts, consolidation of branch/divisional/ regional offices’ accounts, verification of important items of revenue account, profit and loss account and balance sheet.

· Audit of Reinsurance:
definitions, types, accounting aspects, legal requirements regarding reinsurance, segment-wise audit of reinsurance.

· Investments:
legal requirements, IRDA guidelines, prudential norms, other considerations, balance sheet disclosures, valuation of investments, investment committee, audit procedures, reporting considerations.

The appendices to the Guidance Note contain the Revenue Account and the specimen auditor’s report.

Issued in January, 2002
Available only as a separate publication of the Institute (price:
  Rs. 150/-).
ISBN:
81-87072-73-3.
Guidance Note on Audit of Accounts of Members of Stock Exchanges (Revised)
This industry specific Guidance Note provides guidance to members in carrying out an audit of accounts of members of stock exchanges.  Like the aforementioned industry specific guidance notes on insurance industry, this Guidance Note also aims to assist the members in effective and efficient discharge of such engagements by, among other things, strengthening their knowledge of the business being carried on by the members of stock exchanges.  The following bullet points highlight the important areas covered by the Guidance Note:

· Overview of Functioning of Stock Exchanges:
regulation of stock exchanges, SEBI, governing body, membership, margins, trading systems, trading on NSE, special terms book, trading on BSE, depositories and dematerialisation, settlement of trades, settlement mechanism at NSE and BSE, insider trading, unfair trade practices and market manipulation, and other important aspects.

· Securities Lending and Borrowing:

securities lending scheme

· Rolling Settlement
· Derivatives
· Accounting for Stock Exchange Transactions
· Conducting the Audit:
nature and scope of audit, books of account and other documents to be seen - register of transactions, contract notes, clients’ bills and ledger, settlement control account, clearing house bank account, brokerage account, margin deposit book, own trading book, inwards/ outwards register, demat securities etc.

· Accounting and Audit of Derivative Transactions:

futures, mechanics of trading in futures, call options, audit of derivatives transactions, auditing futures and options.

· Auditor’s Report
The Guidance Note also contains relevant notification of Government of India, Glossary of terms used in the Derivatives contracts, and the SEBI checklist for auditors.

Issued in March, 2002.
Available only as a separate publication of the Institute (price:
  Rs. 50/-).
ISBN:
81-87072-79-2.
Guidance Note on Audit of Banks (Revised)
The Auditing and Assurance Standards Board, in March, 2001 issued an extensively revised edition of the Guidance Note on Audit of Banks, issued originally in November, 1994.  The old Guidance Note was revised on account of a number of developments that took place since 1994, which had a direct bearing on the work of the auditors, prominent amongst such developments being the changes, from time to time, in prudential guidelines relating to income recognition, asset classification, provisioning and investment valuation, increasing importance of capital adequacy, and a significant increase in the level of computerization of banking operations.  

This Guidance Note is an industry-specific document which seeks to provide guidance on application of general auditing principles in the specific context of banks. While the auditing principles remain the same regardless of the nature of entity under audit, the manner of their application has to be determined in the context of the specific features of the industry to which the auditee belongs as also to the specifics of the auditee itself.  Thus, the Guidance Note strives to improve the quality of bank audits by, among other things, strengthening the auditors’ knowledge of the banking industry.

The revised Guidance Note makes a clear distinction between audit at branch level and audit at head office level. In the absence of such a distinction, the existing guidance note leaves some scope for doubt in the mind of the reader as to whether certain procedures are to be performed at the branch level, or at head office level, or at both levels.
The revised Guidance Note is designed in a manner that even an uninitiated reader/ member conducting a bank audit for the first time would be able to easily refer and understand the literature.  Accordingly, the revised Guidance Note is divided into the following four sections:

· General Considerations:
overview of the banking industry in India, legal framework, accounting and auditing framework, internal controls, audit approach.

· Audit of Branches:

initial considerations, cash and bank balances, investments, advances, fixed and other assets, deposits, borrowings, other liabilities and provisions, contingent liabilities and bills for collection, profit & loss account, foreign exchange transactions.

· Audit of Head Office:
initial considerations, accounting policies, consolidation of branch accounts, capital, reserves and surplus, investments, other aspects.

· Special Purpose Reports and Certificates:
special purpose reports and certificates, compliance with SLR requirements, Long Form Audit Report in case of Banks, Long Form Audit Report in case of bank branches.

The revised Guidance Note has 14 appendices containing the relevant circulars of the Reserve Bank of India as well as the relevant Schedules of the Banking Regulation Act, 1949, and formats of audit reports of nationalised banks as well as banking companies.

In nutshell, the revised Guidance Note is a thoroughly updated and elaborated version of the original Guidance Note.

Issued in March, 2001.
Available only as a separate publication of the Institute (price:
  Rs. 200/-).
ISBN:
81-87072-51-2.

Supplement to the Guidance Note on Audit of Banks (revised) (March, 2001 ed.)

The Auditing and Assurance Standards Board of the Institute of Chartered Accountants of India has issued a Supplement to the Guidance Note on Audit of Banks (Revised) (2001 edn.) in view of the fact that a number of important changes have taken place in the banking industry since 2001 which had an impact on the duties and responsibilities of the bank auditors, for example, introduction of the corporate debt restructuring mechanism, revision of the Long Form Audit Report, reduction of the 180 days limit to 90 days for the purpose of calculating NPAs, recommendations of the Ghosh Committee, the Jilani Committee and the Mitra Committee, requirement for consolidation of financial statements besides the issuance of a number of master circulars by the Reserve Bank of India and various accounting and auditing standards by the Institute.

A salient feature of the Supplement is ease of reference since it contains only revised portions of those Chapters of the Guidance Note on Audit of Banks, 2001 edn. which have been affected by the developments which have taken place since its issuance.  Other important features of the Supplement are:

· New chapter on the Long Form Audit Report in case of banks and bank branches;

· New chapter on Consolidated Financial Statements;

· New chapter on compliance with the recommendations of the Ghosh and Jilani Committees; and 

· Master circulars issued by the Reserve Bank of India of relevance to audit.
Besides, the following Chapters of the main Guidance Note have undergone major/ minor revisions:

· Chapter 3:

Accounting and Auditing Framework

· Chapter 5:

Internal Controls

· Chapter 6:

Audit Approach

· Chapter 10:
Advances

· Chapter 17:
Profit and Loss Account

· Chapter 20:
Accounting Policies

· Chapter 21:
Consolidation of Branch Accounts

· Chapter 22:
Capital

· Chapter 24:
Investments

The appendices to the Supplement contain the revised formats of the audit reports in case of nationalised banks and banking companies and relevant circulars of the Reserve Bank of India.

Issued in March, 2003.
Available only as a separate publication of the Institute (price:
  Rs. 150/-).
ISBN:
81-88437-08-5.

About the 
Handbook of 
Auditing Pronouncements

Handbook of Auditing Pronouncements – Volumes I and II
(as on July 1, 2003)

The Auditing and Assurance Standards Board, in the year 2002, with a view to providing ease of reference and availability of technical literature on auditing at one place, decided to bring out a Handbook of Auditing Practices as an annual feature.  The first Handbook was published as on July 1, 2002.  The second (revised) edition of the Handbook contains the text of all Auditing and assurance Standards and Guidance Notes relating to Auditing existing as on July 1, 2003.  The Handbook is in two volumes.  The details of the two volumes are as follows.

ISBN:
81-88437-24-7.

Volume I

For the convenience and ease of the users, this Volume has been divided into four sections.  Section I contains the announcements of the Council regarding the authority attached to the various documents issued by the Institute and the Framework for the Statements on Standard Auditing Practices and Guidance Notes on Related Services.  The second section of the Volume contains the four Statements on Auditing in force as on date.  The third section contains the text of the Preface to the Statements on Standard Auditing Practices as well as the Auditing and Assurance Standards issued till July 1, 2003 (i.e., till AAS 30).  The fourth section contains the text of the general clarifications issued till date.

Volume II

This Volume contains the text of the various generic Guidance Notes on matters relating to auditing as well as clarifications on matters of auditing, in force as on till July 1, 2003.  The Volume is divided into two sections.  Section I of the Volume contains the announcements of the Council regarding the authority attached to the various documents issued by the Institute and the Framework for the Statements on Standard Auditing Practices and Guidance Notes on Related Services.  The second section contains the text of the various Guidance Notes issued by the Institute in respect of auditing matters which are generic in nature as well as the text of the clarifications on auditing matters.

The 2003 edition of the Handbook comes with a CD containing the text of both the Volumes of the Handbook.  The CD is available with the set only.

	
	Handbook (Vol. I + II)
(Set)
	Vol. I (separately)
	Vol. II (separately)

	Price
	Rs. 700/-
(Price of CD included)
	Rs. 350/-
	Rs. 400/-

	Compact Disc
	· 
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	· 

	ISBN
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