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SUMMARY OF STANDARDS OF AUDITING (SA)
APPLICABLE FOR THE FINANCIAL YEAR 2011-12

STANDARDS ON QUALITY CONTROL {SQCS)

SQC 1: Gualky control for firmes that perform audis and reviews of hlstorical financial information, and
othar assurance and rilatad servicas angagameants

Objective of SQC-1 Iz ta provikle the firm with reasonable assurance that Its personnel comply with applicable
professional standards as wel a5 regulatery and legal requirtments, and that eports issued by the fiorm or
engagemant partnar(s) am approprate in the clrcumstancas

Elaments of System of Quality Comtral
1 Lasdarship responsibiitias for quality within the firm

¢ The fim shoukd establish policles and precedures designed to promote an Intemnal cukure
based on recognition that quality is essential in performing engagements. Such policies and
proceduras should requima the firm's chief axacutiva officar {or equivalent) or, ¥ appropriate,
the firm=s managing partners (or aquivalant), to assume ultimate responsibliity for the system
of quality cantrol

« Any parson or parsons assigned operational rmsponsiblity for the firm's quallty control system
by the chief executive officer or managing board of partners should have sufficlent and
apprepriate expedence and abliky, and the necessary authorty, to assume that
respansibiity

2 Ethical requirements

¢ The flrm should establish polkles and procedures designed te provide k with reasonable
assurance that the firm and ks parsonnel comply with relevant ethical requiremants

o The fim's policies and procedures should emphasize the fundamental principles, which ane
rainforced In particular by {a) thea kadership of tha firm, {b) sducation and training, {c)
monttoring, amd {d} a precess for dealng with non-compliance

3 Accaptance and continsance of cllant mlatlonships and spaciic sngagemants

# The acceptance and continuance of Quality Cantrol policles ere deslgned to provide the Arm
whkh reasonable assurarce that tt wll undertake or continue relatienships and engagements
only where it: (a} has considered the integrity of the client and does nat have information
that would lead it to conclude that the cllent lacks Intagrty; {b) i competant to parfform the
engagememt and has the cepabllitiez, time and resources te do so {c) can comply with the
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ethical requirements, The Firm should eobtain such information as it cansiders necessary
before accepting an engagament wkh a naw cllient; when dackliing whethear to continua an
existing clent relationship and/or engagement; and when consklerng acceptance of a new
engagement with an existing clent. Where Issues have been Identifled, and the firm decldes
to accept or continue the chent relationship or & specific sngagement, it should docurment
how tha ksuas ware rasoivad

+ Where the firm cbtains Informatien that would have caused & t¢ declne an engagement ¥
that Informatlon had been avallable earller, polkles and procedures on the contlnuance of
the engagement and tha clent ralatlonship should be conskdaerad

4 Human resources

# The Fimmfs policlas and procedures should be dasigned to provida t with reasonable
assurance that K has sufficlent persennel with the capablitles, competence, and
commitment to ethical principles necessary to perfonm its engagements n accordance with
pofessional standamds and regulatory and legal requirements te epable the Fimm or
engagament partners to Issue reports that are appropriate In the circumstancas

= Polcies and procedures related to human rescurces normmally address the personnel issues
Be Recrukment, Performance avaluation, Capabllitlas, Competence, Carsar developmant,
Pramotion, Campensation, the estimatien of personnel needs, Engagemert performance

5 MonRoring

# The fim should establish palicles and procedures deslaned to provide & with reasonable
assurance that the policles and procedures relating te the system of qualty control are
relevant, adequate, opemating effecthvely and compled with In practice. Such pokles and
procaduras should Includea an ongoing consideration and avaluation of tha flms systam of
qualty contrel, Including a periodic Inspection of a selection of campleted engagements. The
purpose oF monitoring complance with quality control palicies and procedures is to ensure

s Adherence to professional standards and regulatory and legal requinements
o Appropriate deskning and effective implementation of qualty cortml system

o« That the firm's qualty control policles arwl precedures have been appropriately
applied

STANDARDS FOR AUDITS AND REVIEWS OF HISTORICAL FINANCIAL INFORMATION

SA 200: Ovanall Objectives of the Indepandant Auditor and the Conduct of an Audit In Accordance with
Standards on Auditing

This Standard establshes the Independent asuditor’s overall respensiblikles when conducting an audit of
financlal statements In accondance with SAs

» Ethical Requiremants Ralating to mn Audit of Financlal Statemants — The auditor should apply tha

falowing fundamental principles of professional ethics relevant when conducting an audt of financial
statements; (@) Integrty; (b) Objectivity; (c) Prfessional competence and due came; (d)
Caonfldantility; and (e} Profasslonal behaviour

Professlonal Skepticlsm— Professional skepticlsm Includes being alert to, for example; {a) Audit
evidence that contradicts other audit evidence cbtained;

(b) Information that brings Into questien the rallzblity of documants and responsas to Inguides to ba
used as awdit evilence; {c) Conditions that may Indicate possible fraud; (d} Orcumstances that suggest
the need for audk precedures In additien to thoese required by the SAs

Profassional Judgmant— Profassional judgment Is necassary In particular reganding declslons about:

(a) Materaltty and audit rsk; (h) The nature, timing, and extent of audit pracedures used to meet the
requirements of the SAs and gather audlt evidence; (¢} Evalsating whether suffklent approprate audit
evidence has been obtained, and whether mere needs to be done to achleve the objectives of the SAs
and thereby, the overall objectives of the auditor; (d} The evaluation of managemant’s judgments In
applying the entky's applicable financial reparting framework; (e} The drawing of conclusions based on
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the audit evidence obtaned, for example, assessing the reasonableness of the estimates mede by
managament In preparing tha financial statemeants

Sufficient Appropriate Awdit Evidence and Audit Risk— To abtaln reasonable assurance, the audior
shall obtain sufficient appropriate audit evidence to reduce audit risk to an acceptably low level and
tharaby enabla the auditor to drew masonable concluslons on which to base the auditor's opinfon

@ Sukclency and Aporopriateness of Audit Evidence — Audit evidence Is necessary 1o
suppert the auditor’s opinion and report. Ik is cumulative in neturs and is primarnily
obtalnad from audk procedures parformed during tha course of the audk. Sufficlency 1=
the measure of quantity of audi evklence whereas appropriateness |s the measure of
guality of audit evidence

& Audit Risk — Audit risk B a function of the risles of matedal misstatemant ard
detection rsk. The fsks of materal misstatement may exist at twa levels:

{a) The overall financial statement level; and (b) The assertion kevel for classes of
tmnsactlons, account balances, and disclosures. For a givan level of audit sk, the
accaptable leval of datection rick bears an Inverse relationship to the assessad rieks of
materal misstatement at the asserthon level

Conduct of an Awdhit In Accordanca with SAs — The audkor shall comply with all SAs relevant to tha
audit. An SA Is relevant to the audit when the SA Is In effect and the circumstances addressed by the
SA exist. The auditer shall have an understanding of the entire text of an SA, Including s application
and other sxplangtory maternal, to understand its objectives and to apply its requirements propery. The
auditer shall not raprasant complance with SAs In the auditors mport unless the auditar has compliad
wkh the requirements of this SA and all other SAs relevant to the audlit

SA 210; Agreeing the Tarms of Audit Engagaments

Audttor and client shauld agree on terms of engagement. Agreed terms would need to be recorded In an
audit engagement ketter or ather sultable form of contract

Tha form and comtent of audit engagament lettar may vary for each cliant, but would geanarally Includa
reference to (a) abjective and scope of the audk of financial statements; (b) respansiblities of the
auditor; (¢) responsibilities of management; (d} Identification of applcable financial reporting framework
for the preparation of financial statemants; and (&) Referance to tha expacted form and contant of any
reports to be lssued by the auditor and 2 statement that there may be clrcumstances In which a report
may differ frem Ks expected form and content. Other matters as per the circumstances should alse be
in¢ luded

In case of recurring eudhis, audiar shoukd censkder whether cicumstances require the terms of
engagement to be revised

Where the tams of engagemart ara changed, auditor and cllent should agrea on the new temms. IF
auditer 5 unable to agree to @ change of engagement and B net permitted to comtinue the arginal
engagerment, the auditor should consider withdrawing from the engagement and determine whether thers
s any obligaticn, elther contractual or otharwilse, to mport the clcumstances te other partlas, such as
those charged wkh govemance, owners or regulators

SA 220: Quality Control for an Audit of Financial Statsments

Quality control policles and pmcedures should be ¥rplemented at both level =— of awdit firm and on
Individual audits

To Implement qualty control policles and proceduras designed to ansure that all audits are conducked In
accordence with Standartds of Auditing

Objectives of quality contrml policies to be adopted wil incorpormte Professional Requirements, Skills and
Compatanca, Ass'gnmant, Delagation, Consukation, Acceptance and Retention of Cllants, Monftoring

To be communicated to ks personned In 8 manner that provides reasonable assurance that the policles
and procedures are understood and implemented

To Implement those qualty control procedures which are, In the context of palicles and procedures of
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the fint, appropriate to individual audit. To censider professional competence of assistants performing
woark dalegatad to tham whan dackliing extent of directicn, supervision and meview appropriata for aach
assistant. Assistants to whom work s delegated need appmoprate direction, supervision and review of
audit work performed by them

SA 230: Audk Documantaton

Audit documentatkn that meets the requirements of this SA and the specific decumentation
requirements of other relevant SAs provides (a) evidence of auditor's basis For a conclusion about the
achlevament of overall objectiva of audit; and (b) evidance that the audit was planned amd parformed In
accordance with SAs and applicable legal and regulatary requirements

Audit Documentation refers to the record of audlt procedures performed, relevant audit evidence
obtalned, and conclusions the auditor reached. Prepardng sufficlent and appropriate audit documentation
on a timely bask helps to enhance the qualtty of eudlt and facliitates effective review and evaluation of
audit evidence obtained and conclusions neached before finakzing auditar’s report

To decurment discussions of significant matters with management, those charged with govemance, and
others, Including the nature of slgnificant malters discussed and when and with whom the dikcussions
took place

Auditor may conskler preparing and reteining a summary {Cormpletian Memprandum) that descrbes
skgnificant matters identifed during the aud® and how they were addressed. SA 220 requires audkor to
review audit work performed through review of audk documentation. Standards on Quallty Contrml (5QC)
1 requie finms to establish polickes and pmocedures for timaly completion of assambly of audit Ales. An
apprepriate time Imit within which to complete the assembly of final audit flle Is ordinarly not more than
60 days after the date of auditor's repert. SQC 1 requires Amms to establish policies and procedures for
matantion of angagamant documentation

Retentlon pered far audit engagements ordinardly Is na shorter than ten years from the date of awditor's
report, or, if later, the date of group auditors report

SA 240: The Auditor's ResponsibiliHes Ralating to Fraud In an Awdit of Financlal Stabaments

Auditor i concemed with fraud that causes a material misstatement in financil statements

Twao types of Intentlonal misstatements are relevant — misstatements resulting from fraudulent financial
reporting and misstatements resuking from misappropratien of assets

Primary responshiity of prevention and detectlon of frauds s of the management as wall as thosa
charged with govemance, It Iz important that management, with aversight of those charged with
govemance; place a strong emphasis on fraud prevention which may reduce oppertunities for fraud to
take place and act as a dateamant

Auditor Is respong/ble for abtaining reasonable assurance that financlal statement taken as a whale are
free from materal misstatement, whether caused by frRud or emor. Whie auditor may be able to identify
potential oppertunities for frauwd to be perpetrated, k b difficult for him to determine whether
misstatements In Judgment areas such as accounting estimates are caused by fraud or emor

Risk of auditor not detecting a material misstatement resulting from management fraud is greater than for
employae fraud, because management Is frequantly In a positlon to diectly or Indirectly manipulata
accounting recaords, present fraudulent financial Infarmation ar overrkle cemtrol procedures designed to
prevent similar frauds by other employees. Auditer Is respensible for maintaining an attkude of
professional skeptklsm thmoughout the audlt, considerdng the potentlal for management overmide of
controls and recognizing tha fact that audk procadures that are affactive for detecting emor may not ba
effective In detecting fraud

Auditor shall Idantfy and assess fsks of metaeral misstatemant due to fraud at financial statemant laval,
and at asgertion level for classes of transactions, account balances and disclosures. Auditor must make
appropriate Inquines of the management. Audier must discuss with thase charged wkh govemance RS
they have oversight responsibility for systems for accounting risk, financial contrl and compliance with
tha law
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When auditer identifies a misstatement, s/ should consider whether such a misstatenent may be
Tndicative of fraud and ¥ thare k& such an Indkatlen, s/hea should conskler the Implicatkns of
misstatement In relation to other aspects of the audit, particularly the reliabilty of management
representations

When the auditor dentifles a mistatemant resulting from fraud, or a suspectad fraud, s/he should
cansider auditors responsiblity to communicate that Information to management, those charged with
govemance and, n seme clrcumstances, when so required by laws and regulatiens, te regulatory and
enfercement authorities akso

Tao obtain written reprezentatiens fram management,

To docurmment the understanding of entlty and Its environment and the assessment of risks of material
migstatemant, responses to assessed risks of meterlal misstateamant and communicatlons about fraud
made to mAnagement, those charged with govemance, regulatars and others

SA 250: Connlduration of Lawa and Raguintions in an Audit of Financlal Statamants

To recognise that nen—compllance by entky with laws and regulatlons may materdally affect financial
statements. It & managements responsibity to ensure that entity’s operations are conducted in
accordance with laws and regulations

Auditor B not responshble for preventing nen—compliance. The auditer B rezponsihble Tor obtalning
masonable assumance that the financial statements, tzken as a whole, are free from matenal
misstatemant, whether caused by fraud or ammor

Risk of non detectien of materal misstatements Is higher wikh regard ta materal misstatements resulting
from non—complance with laws and regulations due to varipus factors. To obtaln a general understanding
of legal and regulatory framawork applicable to tha entlty and how It ks complying with that frmework

After obtaining general understanding, auditer should perform procedures to identify instances of non-
compllance with thesae laws and regulations whera non=complfance should ba consldered whan preparing
financlal statements. Further, auditor should cobtaln sufficlent appropriate audit evidence about
compliance with those laws and regulations generally recognised by Audkar to have an effect on
determination of material amounts and disclosures in financial statements

Ta obtaln wrtten representatipns that management has disclosed all lmown actuel ar pessible non-
compllance with laws and regulatiens whose affacts should be considered when preparing financlal
statements. This SA does et apply to other assurance engagements In whkh audhor Is specifically
engagead to test and report saparately on compllance with specific laws and regulations. Whether an act
canstitutes a non—complance can be determined only by a court of [aw

Tha Standard anvisages "engaging a legal advisor to assist 'n menitorng legal requiremants” Instaad of
"establishing a kegal department” as one of the policles to ensure compliance with laws and regulations.
The Standard, In larger entities, alke envisages existence of a separate "compllance function" In addition
ta intemal audit function and audit committes to Supplement policies and precedurts for ensuring
compliance with ws and regulations

SA 280: Communication with thess Charged with Governanca

To communkata with thosa chamged with govemance, audior’s rasponsibiitlez In rmlation to financlal
statements audk, an overview of planned scope and timing of audlt and significart findings fram the
audit

Such matters Include: Overall scope of audlt; selectlen off changas In signficant accounting policles;
potential effect on financlal statements of any signficant risks and expasures, such as pending Kigation;
adjustments to financial statements arsng out of audit that have a significant effect on entity's
financlial statamants; materlal uncettaintlas related to events and conditlons that may cast significant
doubt on ently’s abllity to continue as a going concem, disagreements with management about matters
that could be sknificant te entRy’s financial statements or auditers repott; expected modifications to
auditor’s report. Auditors should communicate matters of govemance interest on timely basis

Auditor's communication may be made prally ar In writing. In case of oral communication, auditar shoeulkd
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document their oral communications and respanss thepeof

EA 265 Communiceting Deficlancies In Intemal Control to those Charged with Governance and
Managemant

Tha pbjactiva of the audhitor Is to communicata appropriately to thosa chamed whh govemance and
management deficlencles In Intemal control that the auditor has Identifled during the audit and that, In
the audkars professional judgment, are of sufficlent Importance to merit thelr respective atientions

Tha auditor shall datermine whethar, on the basls of tha audlt work pefformad, the audltor has Identiflad
one or mare deficiencles In Intemal contrgl, If the audior has identifled one or more deficlencles In
Intemnal centrol, the auditer shall determine, oh the bask of the audt work performed, whether,
Individually or In comblnatian, they constitute significant deficlencies.

SA 299 (AAS 12): Rasponsibiity of Joint Auditars

Joint auditers should, by mutual discusslon, divide audit work. Divislon of work would usually ba In terms
of audk of identifiable unks or speciled areas. Division of work may be with reference to lterms of assets
ar llablikles ar Incame or expenditure ar with reference to perlads of time

If a Joint audtor comas across matters which are relavant to areas of responsiblity of other joint
auditors and which deserve thelr attentlon, or which require disclosure or discussion with, or application
of judgment by, ather joint auditors, he should communicate the same to all other kint audkors In
wiiting pricr to finalisation of audit

Certaln areas of work, owing to thelr Importance or awing to the nature of work Invalved, would often
et be divided and would have to be covered by al joint auditors

Each joint auditor i rasponsibla only for the work allocated to tham, whathar or not s/he has preparad a
separate repert an work performed by them

All joint awditors ame jointly and severally mesponshble In raspect of the audit work which Is not dividad
amongst them, for the appropriateness of declsions taken by them conceming the nature, timing or
extent of the audlt procedures to be perfommed by any of the joint auditors, for examining that the
financial statements of the entity comply with disclosure requirements of relevant statute, for ensurng
that audt rapert complles with the requirements of relevant statute and In respect of matters which ara
brought to the natice of jaint auditars by any ene of them and on which there Is an agreement ameng
Joint audittors

Each joint auditor E entkled to assuma that othar joit auditors hava camed out thalr part of audit work
In accomance with generally accepted auwdit procedures, Normally, joint auditaors are able to amrve gt an
agreed report. However, where the jeint auditers ars in disagreement with regand to any matters te be
covarad by the maport, each ona of threm should express his own opinlen through a saparata report

%A 300: Planning an Awdit of Financial Statements

Planning an audk Involves establshing tha overall audit strategy for the engagemant and devaloping an
audit plan. The ohjective of audkor ks to plan the audit so that & will be performed In an effective
mManner

Onca the ovarall amdlt strategy has bean astakblishad, an audk plan can ba davelped to addrass varlous
matters Kentiffed In the overall audit strategy, conskiering the need to achleve the audi objectives
through efTiclent use of auditors resources

To conslder various matters In daveloping the ovarzll plan lke: tarme of angagemant; nature and timing
of reparts; applicable legal or statutory requirements; sccounting peolicles adepted by the client;
identification of significant audit arsas; setting of materality levels, ete.

To obtain a laval of knowledga of cllant’s business that will enable them to ldentify events, transactlons
and practices that, In thelr judgment, may have a sianificant effect on financlal Information. Audtt plan k
more detailed than overall audit strategy that includes the nature, timing and extent of audit procedures
to be performed by angagemant team mambers
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Engagement partner and other key members of engagement team shal be involved in planning the audit,
ncluding planning and partkipating In tha discussion among engageament taam membars 50 as to enhanca
effectiveness and efficlency of planning process

To plan the nature, timng and extent of dirction and supervision of sngagement team members and
mviaw of thalr wore Audltor shall document overall audit stategy, audt plan and any significant
changes made during audit engagement to the everall audlt strategy or audit plan, and reasons far such
changes

Audit planning keally commences at the concluslon of previous years audk, and along with related
progranme, it should be reconsidered for modification as the audit of thelr compliance and substantive
procedures progress. For an initial audit, auditer may need to expand the planning activities because the
auditor doas not omdinarlly have previous axperence with the entlty that Is consldered whan planning
recurring engagements

SA 315: Identlfying and Assessing the Risiks of Material Misstatmment through Understanding the
Entity snd itz Environmant

Ta provide a bask for [dentiflcation and azsessment of rskz of materal misstaterment at the financial
staterment and assartion levels, the auditor shall perform risk assessment procedurss. Thus procedures
shall Includa: Inquires with managament; Analytical Procadures; Obsarvation and Inspactin

Where Awditor has performed other engagements with the entlty, audhor shall consider whether
Infermation ebtained |5 relevant for Kentifying the risk of materdal misstatement. If Audiker Intends to use
hisfhar pravious experences with tha antity, ha shall deatermine whether changas have occumed sinca
previous audi: that may affect s relevance an cument audit

To obtaln an understanding of tha following: Industry, megulatory and other axtamal factors; Natum of
entity; Selection and application of accounting policles; Objectives and strategles and related business
Hsks; Measurement and review of entitys Ainancial perfformance; Intemal control

SA 315 sets put flve componants of Intemal control: Contrd envimonment; Enthkys rsk assessmant
process; the Information system, including related business pracesses, relevant to finenclal reporting and
communkatien; Contrel activities relevant to audit; Manitorng of controls

Usually, those controls which pertain to entky's objectiva of praparing financlal statements are subject
ta risk assessment procedures

Obtalning an understanding f entlhty and ks envimnment Including entky’s Intemal ceontml Is a
continuous, dynamic process of gatharng, updating and analyzing Information thoughout tha audit

To identify and assess risks of materal misstatement at financial statement kevel, and at assertion kevel
far classes of trensactlons, account balancas amd disclosuras

Auditorzs are required to: Relate Wentifled rsks to what can go wrang at assertion level: Canslder
potential magnitude of risks in the context of financial statements; Consider the Relihood that risks
could rasult In a materal misstatament of Ainanclal statemants

Decumentation sheuld cover: Discussion ameng engagement team; Key elements of understanding
abtained; Sceurces of information; Risk assessment process; the identified and assessed risks; Significant
fsks avaluatad; Risks avaluatad for which substantive procaduras done

Auditor uses professional judgment to deterrine the extent of understanding required. Auditors primary
conslderatlon Is whether the understanding that has been pbtalned kB sufficlent to meet the objective
statad in tha SA

SA 220: Materiality In Planning and Performing an Audit

SA 320 deals wkh the auditor's rasponsbility to apply the concept of matedalty In planning and
performing an audit of financial statements

In planning the auwdl, the audkor makes judgmants about tha slze of misstatements that wil ba
considered material
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These judgments provide a basis For:

= Determining the nature, timing and extent of rick assessment procadures;
+ Identifying and assessing the risks of material misstatement; and
= Determining the nature, timing and extent of further audit procedures

For pumposes of the SAs, performance materiality means the amount or amounts set by the auditor at
lesg than matarlalty for the financlal stateaments as & whela to mduce to an appropriately low leval tha
probabiity that the aggregate of uncomacted and undetected misstatements exceeds materdaky for the
firanclal statements as a whele. If applicable, perfarmance matedalky also refers ta the amount or
ameurts st by the auditer at kess than the materdalty level or levels for particular classes of
tmnsactions, account balances or disclosures

The zudhar shall revise materzalky Tor the financlal stetements as 8 whole [(and, I applicable, the
materalty level or levels for particuar classes of transactions, account balances or disclesures) In the
evant of becoming aware of Information durng the audit that woukli have caused the audior to hava
determined a different amaunt (er ameunts} Inklaly

Tha audit documentation shall Include the following amounts and the factors consldered In thelr
determination:

s Materialty For the financial statements as a whoke

= If applicable, the materalty level or levels for particulzar classes of transactipns, account
balances or disclosures

+ Parfformance materality and
= Any revision of above as the audit pregressed

SA 330: Tha Audiior's Rasponsaes to Assassad Rizks

The objective k Lo opbtain sufficlent apprapriate audh evidence about assessed risks of materdal
misst atement, through designing and implemanting appropriate responses to those risks

Auditor shall design and implement overall responses to address assessed risks of material misstatement
at financlal statement level. Te deslgn and perform further audi procedures whose nature, timing and
extent are based on and are responshve to assessed risks of materal misstatement at assertlon level

In designing further audtt procedures to be performed, the auditor shal:

a) Conslder reasons for the assessment given to rsk of materlal misstatement at the
assartion lavel for sach class of transactions, account balanca, and disclsura

b} Obtain more: persuasive audit evidence - the higher the auditors assessment of sk

When the audhtor cbtalns audit evidance about opemating effactiveness of controls during an interdm
peried, the audiar shall:

a) Obtaln awdit evidence about significant changes to thesa controls subsaquant to
the Interim perod; and

b) Determine additional audit evidence to be obtained For the remaning period

Based on the audit procedures performed and audk evidence obtained, auditor shal evaluate before
conclusion of audit whether assessments of rsks of materal misstatement at aszertlon level remain
appropriate

Auditor shall conclude whether sufficlent appropriate audit evidence has been obtamed. In forming an
apinlen, auditor shall conskder all relevant audl evidence, regardless of whether k appears to copabomte
or commadict assartions i financial statements

If the ouditor has not obtalned sufficlent appropriate audt evidence as to a materal financlal statement
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assertion, the auditor shall atterrpt te obtain further audit evidence, If the auditor is unable to obtain
sufficlamt appropriate audlt aevidence, auditor shall axpress a qualiflad opinicn or & disclalmer of opinlon

I Audkor plans te use audlk evidence about operating effectiveness of contmls obtalned In previous
audits, auditor shall document conclusion reached about relying on such contrals that wene tested in &
pravious audit

SA 402: Audik Considerations Relating to an Entity Using a Sarvice Organisation

This A specifically expands on how thae usar auditor appllas 5A 315 and SA 330

The cbjectives of the audhor 2re (8} To obtain an understanding of the nature and significance of
services provided by the service emganisation and thelr effect on the user enthy’s Intemal control
relevant to the awdit, sufficient to identify and assess the risks of material misstatement; and (b} To
design and perform audit pracedures responsive to thase rsks

Tha user auditor should obtain an understanding of the services pmovided by a servke organization,
Including Intermnal control

The user auditor shall modify the opinien i the user auditor's report in accondance with SA 705 ¥ the
usar audttor Is unabla to obtaln suffkclent appropriate awdit evidence regarding tha services provided by
the service organizatien relevant to the sudl of the user entity's financlal statements

The user auditor shall not refer to the work of a service auditor in the user auditars report cortaining an
unmodified opinion unless equired by law or regulation to do so. If such eferenca Is required by law or
regulation, the user audkars report shall Indicate that the reference does not diminish the user auditor's
responsblitty for the audk apinlon

If refarenca to the work of a sarvice auditor s relavant to an undarstanding of a modification to tha usar
auditers apinion, the uzer auditors report shall Indicate that such reference does not diminish the user
auditors responsiblity for that opinin

EA 430: Evaluation of Missintemams Idantified during tha Audi

The objective of the auditor is to evaluate the affect of identified misstatements on the audit and the
effect of uncomected misstatemants, If any, on tha fAinanclzl statamants

To accumulate misstatements Identified during the audit, other than thase that are cleary trivial

To determine whether the overall audit stategy and audk plan need to be mevised f the nature of
dentiffed misstatements and the cincumstances of thelr eccurrence Indicate that other misstatements
may exist that, when aggregated with misstatements accumuleted during the audit, coukl be materal or
the aggregate of misstatements accumulated durng the audit appmoaches materdalty determined In
accordance with Sa 320 {Ravisad)

To communicate on a timely basis all misstatememts accurmulated during the awdit with the apprapriate
leval of managament, unless prohiblted by law or regulations. Te request managemant to cormact thosa
misst atements

Prior to evaluating the effect of uncomectsd misstatements, the auditor shall meassess matenalicy
detearmined In accordance with SA 320, to conflmm whethar it remains appropriata In the contaxt of the
entity’s actual Ananclal results

To communicate with those chamged with govemance uncomected misstatements and the effect that
thay, Indwidually or In aggregata, may have on tha opinlon In auditor's mport, unlese prohbblted by law or
regulation. Auditor's communication shall identlfy materal uncomected misstetements Individually, Auditor
shall mequest cormection of uncomected misstatements. Auditor shall also communicate wkh those
charged with govemance the effect of uncomected misstatements related to pror pereds on the
nalavant classas of transactlons, account balancas or disclosures, and the financlzl stateamants as a
whole

To request a wrtten represantation from management and, where appropriate, those chamged with
govemance whether they bhelieve the affects of uncorracted misstatements are Immaterial, Indwidually
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and in aggregate, te the Anancial statements as a whalke. A summary of such Rems shall be included in or
attached to the written mpresantation

The audl decumentation shall Include the amount below which misstatements would be regarded as
cleary trivial, al misstatements accumulated during the audit and whether they have been comscted
and the auditor's concluskn as to whethar uncomected misstataments are mataral, Individualy or In
aggregete, and the basis far that conclusion

SA 500: Audk Evidence

Auditor k& required to obtain sufficlent epprapriate audi evidence to enable them to drew reasonable
conclusians on which they can base thelr opnlen on financlal Infermeticn

Auditor normally relies on evidence that i persuasive mather than conclusive in nature. Auditor may
obtain evidence an a selective basis by way of elther judgmental ar statktical sampling procedures.
Evidence i obtamned through pefformance of compliance and substantive procedures

Compllance procadures are tests designed to obtain neasonable assurance that Intemal contrels on which
audl rellance [z placed are In effect. Substantive procedures are deslgned te abtaln evidence as to
campleteness, accuracy and validity of data produced by accounting system

Obtalning audit evidence from compliance procedures 15 Intended to reasonably assure the suditor In
regpect of asserkns of existence, affectivensss and continuity. Obtaining audR evidence from
substantive procedures B intended to measonably assune the auditer in mespect of assertions of
existence, rights and obligations, occumence, completanass, valuation, measuemeant, presentation and
disclosure

To test the mBablliity, few generalisations are useful such as extemal evidence s more reliable than
Intamal evidance, writtan evidance k& mom rellabla than oral evidenca and salf obtalnad evidence k& moma
reflable than cbtained through the entity

Auditor galns Increasad assumance when audlt avidence obtalved from different sources s consistant.
Varous metheds for obtaining audit evidence Include Inspection, chservation, inquiry and confirmation,
camputatkn and analytical review

Emphasks = to be lakd on considerng relevance and rellablity of audit evidenca obtained durng the
course of audlt, and focus Is to he Bid on designing and perfarming audi: procedures ta obtaln relevant
and rellable audk evidence

S5A 501: Audi Evidance — Spaciic Consldamtions for Salectad Dams

This Standard on Auditing [(SA)} deals with specific cansiderations by the auditor In obtaining suiTiclent
appropriate audk evidence In accondance whkh SA 330, 5A 500 (Revised) and other relevant SAs, with
raspact to cartain aspacts of invantory, litigation and claims Involving the antky, and segmant
Inforrmation In an awdit of financial statements

Invantorias: Manageament ordinarly establishes proceduras under which Inventory |s physically countad
at lsast once In a year to serve as a bask for prepamation of financlal statements or to ascertain
reflabliity of perpetual Inventery system. When Inventery Is matedal te financlal statements, audior
should obtain sufficient appropriate audit evidence regarding its existence and condition by attendance
at physkcal Invantory counting unlesz Impracticabla. If unable to attend physkcal Invantory court on tha
date planned due to unforeseen circurmstances, auditar should take or observe some physical counts on
an attemative date and where necessary, perforn altemative audit procedures to assess whether
changes In Inventary between date of physical count and perlod end date am comectly recorded

Likigation and Claims: The audior shal design and perform audi precedures In arder to Kentify
itigation and claims involving the entity which may give rise ko a risk of material misstatement, including:

{a} Inquiry of management and, where applicable, others within the entky, Including In=house legal
counsel;

{b) Revlewing minutes of maetings of those charged with govemance and comespondenca betwean
the entity and its extenal legal counsel;
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Sagment Information: Auditor considers segment informatkon In relation to Ananclal statements taken
as a whole, and ks not required to apply awditing procedures that weoukl be necessary to express an
apinion on segment information standing alone. Audkt procedures regarding segment information ardinarily
consist of obtaining an undarstanding of the mathods used by mManagamant In determining segrmant
Inforrmatien and performing analytical procedures and other audit tests appropriate In the clrcumstances

SA 505: Extarnal Confirmations

Exdemal conflmation Is the pmcess of abtalning and evaluating awdi: evidence through a direct
communkation from a thind party In response to a request for Information about a particular fkem

Beform making use of axtemal conflmmations, auditor should consldar materalty, the assassad level of
Inherent and comrol Ask, and how the evidence fmm other planned audit pmcedures will reduce audit
sk to an acceptably low kevel

To amploy extamal confirmation proceduras In consukatlon with the managament. Extamal confirmations
are mostly sought fer account balances and thelr components but they are not to be restricted to these
items only

The use of confirmation procedures may be effective In providing sufficlent appropriate audit evidence
when auditer determines higher level of aszessed Inherent 2nd contml risk

Tha request for conflimations Is to ba meade elther at the date of flnanclal statements or at a date close
ta k. Requests are {4 be designed ta specic audlt objectives

Auditor's understanding of cliermt’s amangenents and transactiens with thid parties & important in
detarmining the information to ba conflmmad. Auditor may use positive or negatha extemal confimmation
requests ar a combination of both

Ta conslder whether therz s any iIndkcation that extemal conflmmations recelved may not be relable. To
evaluata tha conformity betwaen results of extamal conflrmtion process togethar with rasults from any
other pracedures performed. If Auditor seeks for an extermal conflrmatien and management requests the
auditer not to do so, auditor should consider whether there are valid grounds for such a request and
abtaln evidenca to support valldity of management’s requests

ZA 310: Inldal Awdit Engagements - Opening Balances

In conducting zn Initlal audit angagemant, the audtor should obtaln sufficlant appropriate awdit evidanca
that closing balences of preceding peripd have been comectly brought forward te current perod or when
appropriate, any adiustments have been disclesad as prior peried tems In the cument years Statement
of Proft and Loss, the apening balances do not contain misstatements that matedally affect fmancial
statements for the curment parod and approprdate accounting policles are consistently appliad

To conskder whether accounting policles followed In preceding petod, based on which opening balances
have been armmived at, were approprate and that these polkles are consistently applled. If the audkor
concludes that the accounting policlas have not been consistently applied or property accounted for, tha
auditer has te express ekher a qualifled or adverse opinion, as may be appropriate

Onrdinarly, curmamt auditor can place rellance on closing balances contalned in financlal statements for
preceding perod, excapt whan durlng performance of audit procadures for curment period the possibllity
of misstatements In apening balances 5 Indkcated

When fnanclal statemants of praceding perlod were not audlted, audior must adopt othar procedures
such ag for current assets and llablitles. Some audk evidence can ordinarlly be abtalned as part of audit
procedures performed durling the curment perkod and for non-cument assets and llabliKles such as fbeed
assets, Investments and keng-temmn debt, the audkor could ordinarly examine mecomds underlying the
opaning balances

To evaluate matters giving rise to modifications in pior perod’s financial statements for assessing the
sk of mataral misstatament. If tha prior pardods flnanclzl statamants wara auditad by a pradecessor
auditer and there was a modification to the opinion, the audkor shall evaluate the effect of the matter

wirc-cal.omiwire:_mfersncerfAcconting & Awdiing/Sumnmany of 3A. tm

11428



2fan2

Bummary of SA

giving rse to the modication in assessing the rsks of matenal misstatement in the curment perod’s
financial statement= In accordance with SA 315

ZA 320: Analytical Procedures

Tha objectivas of tha audior ame: {a} To obtaln melavant and rellabla audit avideance when using
substantive analytical pmcedures; and (B} Ta design and perferm analytical pracedures near the end of
audit that assist the auditor when farming an overall conclusion as ta whether the financlal statements
are consistent wikh auditor’s understanding of the entity

Auditor should epply analytical procedures at cverall review stages of audt as well as while applying
substantive procedures

Application of analytical procedures is based on the expectation that relationships among data =xédst and
continue in abzence of knawn conditlons to the contrary. Presence of these relationships provides audit
evidence as to completeness, accuracy and validity of data produced by the accounting system
Howeaver, nallance an rasults of analytical proceduras will dapend on auditors assassmant of tha risk that
analytical procedures may entify relationships as expected when, in fact, a material misstatement
exists

When analytical procadures dentlfy significant fluctuations or relatlonships that are Inconsitent with
other relevant infarmation ar that daviate from predicted amaunts, the audikor shoukl Investigate and
obtaln adequate explanations and appreprate comoborative eviklence

S5A 530: Audit Sampling

The auditar should design and select an audk sample, perfom audk precedures therean, and evaluate
sample results so as to povide suffklent appropriate audlt evidence

The objective of the audhker when using awdit zampling 5 to provkle a reaseoneble basls to daw
canclusions about the population fmom which the samphke is selected

When designing an audit sample, auditor should consider the objectives of the audit procedure and
chamcterstics of the population when deslgning an audit sample. Ta assist In efficlent and effective
design of sample, stratification may be appropriate. Stratification is the process of dividing & population
Into sub—populations

When determining sample size, auditar should conslder sampling risk, tolerable emor, and expected emor.
Tolersble emor 5 the maximum emor in population that the awditor would be willing to accept and still
conclude that the rasult from sample has achlevaed audit objective

IF AudRar expects emor to be present In the populatien, a larger sample needs to be examined to
cenclude that actual emor In the population s not greater than planned tolerable emor. Auditor should
salact sampla Rems In such a way that the sampla can ba expacted to be raprasentative of tha
papulation

This raquires that all iterms In the population have an oppertunity of being selected. After having carriad
out those audit procedures on each sanmple kem that are appropriate to particular audit ohjective,
auditer shauld analyse any emers detected In the sample, project the emors found In the sample to the
papulation and reassess sampling risk

Auditor should Investigate the nature and cause of any deviations or misstatements Identifled, and their
passible efTect on the objective of the partkular awilt procedurs or other areas of awdit. In order to
conclude that a misstatement or deviation s an anomaly, the auditor Is required to obtaln a high degree
of cartainty that the misstatament or deviation Is not reprasantative of the population

SA 540: Audiing Accounting Estimates: Inciuding Falr Valis Accounting Estimates, and Related
Diaclosuras

Auditor should abtain sufficlent appropriate audit evidence regarding reezonableness of acceunting
estimates including fair value accounting estimate and related disclosure in financial statements are
adeguate
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Accounting estimate means an approximation of a manetary amount in absence of a precise means of
measurement. Datarmination of an accounting estimate mey ba simple or complax, daperding upon tha
nature of kem Auwditor should adopt one or a combination of following appmaches in the audk of an
accounting estimata:

{a) ravlew and test process usad by managament to develop the astimate;
{b} use an independent estimate for compatfson with that prepared by management; o

{c) mview subsequent evants which confirmnthe estimate mada

Auditor should make a final assessment of reascnableness of estimate based on audRors knowledge of
the business and whether the estimate is cansistertt with other sudit svidence obtained during audit.
When them |5 a differance between auditor’s sstimate of the amount bast supported by avallable audit
evidence and the estimated amount Included In financlal statements, auditer shauld conskler whether the
amount requines adjustment and repart accardingty

Auditor should adopt a risk-based appmmach to the rasponsiblities regarding accounting estimatas,
Including falr value accounting estimates and related disclosures, A difference between the outcome of
an accounting estimate and amount originaly recognized or disclosed in financial statements does not
necassarlly represent a misstatement of financlal statemants

Auditor shauld review the cutcome of accounting estimates included in prier perad financlal statements.
Auditor should obtain written representations Ffrem managerment whether managemant believes significant
assumptions usaed by It In making accounting estimates are reasonable

Audit documentatkn should Include the bask for auditors concluskens about reasonableness of
accounting estimates and their disclosure that give rise to significant risks; and Indicators of passibla
managament blas, I any

This Standard on Audking (SA) deals wikh tha auditor's respansiblikles regarding ralated party melationships and
transactions when perfarming an audit of financkel statements

Auditor has a rasponsibikty to parform audit proceduras to kKentify, assass and mespond to tha risks of
materal misstatement arsing from the entky's fallure to approprztely account for or disclose related
party relationships, transactiens or balances In accordance wkh the framework

To parform procedures to obtaln Informatlon melavant to Kdentifylng tha risks of materdal misstatamant
assoclated with related party relatianships and transactigns

The auditer shall inquire of management regarding: {a) The identity of antity’s related parties, including
changas from prior pariod (b) The nature of melatlonships batwean the antlty and these related partlas;

and (c) Whether the entky entered Inte any transactions with these related parties during the period
and, If so, the type and purpoese of the transactions

To meintaln alertness for related party Information when reviewing reconds or documeants

To mspond to the risks of metedal msstetement associgted with melated party relationships and
transactions

To Identify signficant related party transactlons outskle the Ently's normal course of business

To evaluata that related party trmnsactlons wera conductad on terms equivalent to those prevaling In
an Arms Length Transactkn

T# ensure that the accounting and disclosure of identified related party melationships and transactions
ara comect

To obtain written repregentatken from management for related party transactions

Auditor shall communicate with those chamged with govemance signflcant matters arsing durng the
audit In cannection with the entky's related parties

wirc-cal.omiwire:_mfersncerfAcconting & Awdiing/Sumnmany of 3A. tm

1328



2fan2

Bummary of SA

Auditor shall include in the audit documentation, names of identified related parties and nature of related
party melatlonships

SA 380 Subsequant Events

Subsaquent evants ame sknificant events occuming between bzlance shaest date and tha data of
auditor's repert. Awditor should consider effect of subsequent events on financlal statements and on
auditers report. Auditor should perform procedures designed to cbtain suffklent apprepriate audit
evidence that all events up to the date of auditor's report that may require adjustment of, or disclosurs
In financlal statamants have bean Kentiflad

Procedures to [dentify events that mey reguire adjustment of, or disclosure In financlal statements would
be performed as near as practicable to the date of auditor's report

When Auditor hecames aware of events which materially affect financhl statements, the auditor should
consider whether such events are propery accourted for in Anancial statements

when the management does not account for such events that auditor belleves should be accounted for,
auditor shauld express a qualifled apinlen or an adverse apinkn, as apprapriate

SA 570: Going Concam

Golng concem assumption 15 a fundamental prnciple In the preparation of financlal statements.
Management shoukl assess entity’s ability to continue as a going concem even if the applicable fmancial
maporting frrmawork does not Include an explick requiremant

Auditor shauld evaisete appmpratensss of management’s use of geing cancem assumptian In preparation
of financlal statements and cenclude whether there i 8 materdal uncertainty about entlty's ablity to
continua as a going concam that nead to be disclosad In financlal statemants

wWhen planning and performing audit procedures and in evaluating the resulks thereof, auditor should
perform furthar audlt proceduras when avants or codltlons ame idantffled that cast significant doubt on
the entky's abiity to contlnue as a going concem. Indications of sk that continuance as a golng
cancermn may be questionable could come from financlal statements, aperational activkies er from other
SOUICes

These may be financlal Indicators, eperating Indicatars or ather Indicaters. If, on the presence of such
Indicathon, @ guestien arses meganding appropriateness of galng concem assumption, auditor shoukd
gather sufficient appropriate audit avidence to attempt to reselve, to the auditors satisfactian, the
question regarding entiky’s abllity to continue In cpamation for foreseaabla future

After procedures cansidered necessary have been carmed out, all informetien required has been obtalned,
and effect of any plans of mManagement and other mitigating factors have been conskdered, audikor
should decida whether the quastion raisad regarding going concam assumption has been satksfactorily
resohved

Auditor, on the baslks of his/haer judgmant and audht evidence wil report, as deemed appropriata. In casa
where use of golng concem assumption kE appropriate but a material uncertainty exists, then (I} ¥
adequate disclosure 5 made In Mnanclal statements, auditor should express an unmodified opinkn but
include an Emphasis of Matter paragraph in the auditar’s report; (i} f adequate disclosure is not made in
financlal statemants, audkor shoukd express a qualfled or adverse opinkn, as appropriate. In case whara
entity will not he able to continue as 8 gaing concem, auditor should express an adverse opinion ¥
financlal statements have been prepared on 8 geing concem basis

Auditor should communicate with thosa chamged with govamance when there are I[dentifled events or
conditions that may cast significant doubt on the entky's ebllky te continue as a going cancem

SA 580: Written Reprasaniations

Written representations are written statements used to conmbarate the validky of the premises, relating
to management’s responsibilities, on which an audit s conducted; and other awdit evidence obtained
wkh regard to speclfic assertlons In financlal stataments
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= Wrtten representations i this context do et include financial statements, the assertions thersin, or
supporting books and racomds

= Ta request wrkten representatibns from menagement with approprate respansiblikles for financlal
statements and knowledge of matters concemed

+ To request management ta provide a written representation that i has fulfilled ks responsibiity for the
preparation and presentation of fnanclal statements as set out In the terms of the audit engagement;
and in accordance with applicable financizl rporting framework; designing, implementing and maintaining
of adequata Intamal control systam; and complateness of Information made avallble to the auditor

= To determine relevant partkes from whom general and specic wrkten representatkins are to be
requested

+ To evaluate the rellabliky of wrtten representetians and In case af doubt, should reconsider the
refiability of other written representations and, take appropriate action. A managerment representation
asttar should ba addressad toe tha aditor containing ralevant Inferrmation and be approprigtely dated and
signed

= A management representation letter should ordinarly b signed by members of management who have
primary responsibllity for the antky and ks financlal aspacts, a.g., Managing Director, Finance Director.
Auditor should dieclalm an opmian on Anancial statements when the requested general written
representations are not provided or are unrellable, and the audkor Is unable to obtain sulTiclent
appropriate audk evidence

SA 600 (AAS 10): Using the wark of Another Auditor

(Revised 5A &0 on Speclal considerations - Audks of Group Financlal Statements (Including the Weork of
Componant Auditors) k undar considaration of the Board)

= When the principal auditor uses the work of ansther auditor, the pincipal auditor should detemne how
tha work of othar auditor wlll affact tha audk

= Audior should consider professional competence of ather auditer In the context of specfic assignment ¥
the other auditor is not a8 Chartered Accountant. Auditer should inform ather auditor of matters such as
areas requiding speclal considaratlon, procedures for dentification of Intar=componant tmansactlons and
significent accounting, auditing and reporting requirement s

= Auditor shauld consider signiﬁcant ﬁnclings of other auditor. Ther: should be praper co—ondination and
communication betwean the two audkors

= When the principal auditor concludes that wark of other audker cannot be used and s/he has nat been
able to perferm sufficlent additional precedures megarding financlal Infermatien of the compenent auwdited
by other auditor, sfhe should express a qualifiad opinion or disclaimer of opiniocn bacause thera Is a
limitation an the scope of adit

» The principal auditer would not ba respenskle In respect of the work antrusted te ether auditors
SA 610: Using tha work of Internal Auditors

» This SA deals wikh tha axternal auditor's responsibliitles regarding tha work of Intemal awditers whan tha
extengal auditor has determined, In accordance with SA 315, that the Intemel audit function k& lkaly to
be relevant te the audlt

» Tha objectivas of the extemal auditor, where the antky has an Intemal audit function that tha extamal
auditor has determined k llkely to be relevant to the audit, are to determine whether, and to what
extent, to use specilic work of the Intemal auditors and I s¢, whether such work [s adequate for the
purpeses of the audit

» BExternal awditor shauld determine whether and to what extent to use the wark of the Intemal auditors.
In detenmining whether the work of the intemal auditors & liktly to be adeguate for purposes of the
audit, the extemal audhtor shall avaluate thae objactiity of the Intemal audht functlon, the technical
competence of the Intemal auditors, whether the work of the Intemal auditors Is likely to be carmed out
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with due professional cart and whether thers is lilkely to be affective communication between the
Intamal auditers and the extemal awditor

In arder for the extemnal auditor to use specific work of the Intermal auditors, the external audkar shall
evaluate and perform audit procedures on that work to determine its adequacy for the extemal auditor's
PUrpDSES

To determine the adequacy of specific work performed by the Intemnal auditors for the extemal audior's
purposes, the extemal auditor shall evaluate whether the work was performed by intemal auditars having
adeguate tachnical treining and profickency, the work was propery suparvisad, raviewed and
documented, adequate audit evklence has been abtained to enable the Intemal awdiors Lo daw
reasonabke conchlusions, conclusions reached ame apprepriate in the cicumstances and any reports
prepared by the Intemal awditors am conslstant with the mesults of tha work parfermaed and any
exceptions or unusual matters disclosed by the Intemal auditors are property resolved

When the extemal auditor uses specific work of the intemal auditors, the extemal auditor shall document
conclusions regarding the evaluation of the adequacy of the work of the intemal auditors, and the audit
proacedures perfammed by the extemal auditar an that wark

SA §20: Using the Whork of an Auditor's Expart

This SA deals wkh the auditor's respansibiiles regarding the use of an individual ar organtzation’s work In
a fleld of expertise other than accounting or auditing, when that work Is used to assist the auditor In
aobtaining sufficlent appropriate audit evidence

The auditar hag sale responsibilty far the audh epinlan expressed, end that responsibiiky 8 not reduced
by the auditers use of the work of an auditor's expert

Tha objectivas of the auditor am to datammine whethar to use tha work of an audkor's expart and F
using the work o' an auditars expert, to determine whether that work are adequate for the awditor's
purposes

If expertize In 2 fleld other than accounting or auditing ks necessary to obtain sufficlent approprate audit
evidence, the auditor shall determine whether to use the work of an auditors expert

Tha nature, timing and extent of the audtors procedures with respact to tha requirement of this SA will
vary depending an the cincumstences. In determining the nature, timing and extent of thase proceduras,
the audkar shall consider matters including the nature of the matter to which that expert’s work relates,
the rsks of meteral misstatement In the metter to which that expert’s werk reltes, the significance of
that expert's work In tha context of the audk, the auditor's knowledge of and experfence with previous
wark perfarmed by that expert and whether that expert Iz subject to the auditars fim's qualky control
paolicies and procedures

The auditor shall evaluate whether the audlitors expert has the necessary competence, capabiikles and
objectivity for the audiors purposes. In the case of an awditer's extermal expert, the evakmtion of
abjectivity shall include nquiry reganding nterssts and reltonships that may ¢reate a threat te that
exparts objacthdity

The auditar shall agree, In writing when appreprate, an the follewing matters with the audiors expert:
¢« The nature, scope and objectivas of that expart’s work;
¢ The respective mles and responsiblitles of the auditor and that expert;

s The nature, timing and extent of communicatlon between the auditor and that expert,
Including the form of any repart to be provided by that expert; and

e The need for the audltor's expert to observe confidentlelty requirements

The audior shal evaluate the adequacy of the auditors expertz work for the audkors pumposes,
n¢luding:

¢ The relevance and reascnableness of that expert’s findings or conclusions, and thelr
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consistency with other audit avidence;

s If that expert’s work invplves use of significant assumptions and methods, tha relevance and
reasanableness of thase assumptions and methads In the circumstances; and

¢« IF that expart’s work Involvas tha usa of source data that ks significant to that axpert’s work,
the relevance, completeness, and accuracy of that source data

The auditor shall not mefer te¢ the work of an auditors expert in an auditors mport containing an
unmodified opinlon unlass required by law or regulation to do so. If such referenca |s required by law or
reguletion, the audior shall Indicate In the audikors report that the reference dees not reduce the
auditor's responsibity for the audk opinioh

S5A 700 (Raviged}: Forming an Opinlon and Reporting on Financlal Satemants {(April 1, 2011)

Auditor should Form an opinien on the financial statements based on an evaluatien of the conchusions
drawn from tha audit svidence obtalhed; and axpress clearly that opinlkon through a written raport that
also describes the basis for the opinlon

The auditor shall express an unmodified opinien when the audkor concludes that the financial statements
are prapared, In al mataral raspects, In accordanca whkh tha applicable financlal reporting fmmework

I the auditor concludes that, baged an the awdit evidence obtained, the financlal statements as a whole
are not free from materal misstatement; or i unable to obtain sufficient appropriate audit evidence to
conclude that the financlal statements as a whola ame frea from meteral misstatamant, the audkor shall
madify the apinkon In the auditors repart In accordance with SA 705

Auditor’s repert Includes bask elements such as Tltle, Addressee, Opening or Introductery paragraph,
Managament’s Responsibiity for the Financlal Statements, Auditors Rasponsbliity, Auditor's Opinion,
Other Reporting Responsbiltles, Signature of the Audior, Date of the Audkars Repart and Plce of
Signature. If the auditor i rquired by any Bw or regulation to use a8 speciic Ryout or werding of the
auditor's mport, tha audkor’s report shall mfar to SA only F the auditor’s raport Includes, at a minlmum,
each of the elements prescribaed In this SA

If an auditor is requined to conduct an aud®t in accordance with the SAs issued by the ICAL but may
additionalty have compllad with the Intemational Standards on Audliting (ISAs) In the conduct of tha
audit, the audRar’s report may refer to [SAs In addiien te the national awditing standards only ¥
canditions specifled In this SA are camplled wkh

S5A 705 (lesuad): Modification to tha opinion in tha Indapandant Awditor’s Raport (Aprll 1, 2011)

Auditor s responsble to ssue an appropriate report In clrcumstances when, In forming an opinken In
accerdance with SA 700 {Revised), the audhter concludes that a medifkcation to the audkers opinlen on
the financlal statemants kE necassary

The objective of the auditor is to express clkeardy an approprately medified opinion on the fancial
statemants that |s recassary when the zuditer concludes, based on the audlt evidence obtalned, that
the financlal statements as a whole are not free from materlal misstatement; or the auditor Is unable to
aebtaln sufficlent appropriate audk evidence to conclude that the flnanclal statements as a whale are
free from materdal misstatement

The auditer shall express a qualifled apinkan when the auditer, having abtained sufficient Rppropriate
audit evidence, cancludes that misstatements, Indivikdually or In the aggregate, are materal, but not
pervasive, to the financial staternents; or the auditor is unable to obtain sufficiert appropriate audit
evidance on which to base the opinlon, but the audior concludes that the posshble affacts on tha
financial statements of undetected misstatements, I any, coukl be materal but not pervasive

The auditar shall express an adverse opinlkan when the audkar, having obteined sufficlent apprapriate
audit avidance, concludas that misstatements, Individually or In the aggregate, are both materal and
pervasive to the financial statements

Tha auditor shal disclalm an opinlen when the audtor Is unable to obtaln sufficlent appropriste audit
evidence on which to base the opinlen, and the awditor concludes that the possible effects on the
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financial statements of undetected misstatements, iF any, coukd be both material and pervasive

when the auditor modifies the ppinlon on the financial statements, the audkor shall, In addition tg the
speciic elements required by SA 700 (Revised), Inclide a paragraph In the suditar’s repart that provides
a description of the matter giving rse to the mdification

When the auditor expects to modify the opinion In the suditers repart, the awdior shall commmicate
wkh those charged with govemance the clcumstances that led to the expected modification and the
proposed wording of the medification

SA 708 (Issued): Emphasis of Matter Parngraphs and Othar Matter Paragmaphs In the Independant
Auditor's Report (April 01, 2011)

The objective of the auditor, having formed an opinien on the financial statements; s to dmaw users’
attentlon, when In the awpdiors judgment i Iz necessary to do so, by way aof clear additional
communication in the auditor’s meport, to a matter, atthough appropriately presented or disclosed in the
financlal statermants, that ks of such Importance that i I8 fundamantal to users’ understanding of tha
financlal statements; or as appropriata, any other matter that ks relevant to users® understanding of the
audit, the auditors responsibllitles or the auditoer's repart

If the matter refers to information prasented or disclosad In the financlal statemants, the auditor shall
Include an Emphasks of Mattar paragraph (Immediately after the Opinlon paragraph) In the auditar's repert
provided the auditor has obtained sufficlent appropriate audit evidence that the matter = not materally
misstated In the financlal statements

If the auditor considers kK necessary to communicate & matter other than those that are presented or
disclosed in the financial statements that, in the auditers judgment, s relevant te users” understanding
of the audlt, tha auditors msponsibliitlas or tha audhor’s mport and this k not prohlblted by law or
regulation, the auditor shall do so In a paragraph In the audRor’s report, with the heading "Other Matter”,
or other appropriate heading

If the auditor axpects to Include an Emphasis of Matter or an Othar Matter paragraph In the awditor's
report, the audkor shall communkcate with those charged with govemance regarding this expectation
and the proposed wording of this paragraph

S5A 710 (Ravizad): Comparativa Information— Cormmesponding Figures and Comparativea Financlal
Statemeants (Aprl 1, 2011}

The objectives of the auditer ame te obtaln sufficlent approprate awdit evidence about whether the
comparative Information Included In the financlal statemants has beaen prasented, In all material respects,
In accardance with the requirements for compamative Information In the applicable Fnancial reporting
framework; and to report in accordance with the auditer's reporting respansibiities

The frameworks and methods of presentation that are refermed to In this SA are comesponding figures
where amounts and other disclosures for preceding peried are Included as an Integral part of curmrent
pericd Mancial statements and Comparative Financial Statements whene amounts and other discksums
for preceding parod ame includad for comparison wikh financkl statements of curmant parlod

Auditor should obtain suffklent appropriate audit evkence that the comparative Informatien meet the
requirements of relevant financial reporting framework. This involves verfying whether accounting
policles uwsed for comesponding figures ame conskstent with those of cument parod and whether
comespording figures agree with amaunts and other disclosures presented In prior periad

If the Ananclal statements of the pror perod were audited by a predecessor auditor and the auditor
penmitted by law or ragulation to refer to the predecessor auditor's report on the comespending figures
and deckles to da so, the auditor shall state In an Other Matter paragraph In the audiars repart that
the financial statements of the prior parod wen: audited by the predecessor auditor; the bype of apinion
expressad by the predecessor auditar and, f tha oplnlon was modifled, tha masons therefora; and tha
date of that report. When auditor’s report on prior period, as previously ksued, Included a qualified
opinion or a disclaimer of apinlon or an edverse opinkin and cancemed matter ks not resolved, auditors
report shauld also be modified regarding comespending Figures

When prior perod flnenclal statements ere not eudited, incoming auditor should state the fact In
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auditer's mport in an Dther Matter paragruph

+ When compamtive financlal staterments are prasented, the auditors opinlen shall refar to each perod for

which financlal statements are presented and on which an audii apinian Is expressed

SA 720: Tha Awditor's Responslblilty in Ralation to Othar Information in Documant= containing Audited
Financia| Statemants

# The objective of the auditar is to respond appropriately when documents containimg audited fnancial

statements and auditors report thereon Includa other Information that could undermine the credblity of
those Mnanclal statements and auditars report

The audhitor Is not required te glve hisf her oplinlon on other Informetion, not having any responsbllty of
determining whether or not other information is propery stated, if there is no sepamate requirement in
particular circurmstance of the engagement. However, the auditor reads cther Inforrmatien because the
credibility of audited financial statemerts may be undermined by materal nconsistencies between
audited financial statermeants and othar Infonration and F Ffound, to detanmine whethar the auditad
financlal statements or other Information needs to be revised

To make appropriste amangements with management or those chamed with govemance to obtain the
othar Information prior to the date of the auwditcrs report. ¥ matarial Inconsktencles ara kisntifled prior
ta the date of the auditar's report, and the revision of audited financlal statement I necessary and the
management refuses to make the revision, audior i required to medify his/ her opinden. Further, I
revision of other Inforrmatken Is necessary, and management refuses te make the mevision, auditor ks
mquirad to communicata the mattar to those charged with govamance and alkko provide pamgraph In tha
auditor's report on other matter; or withdraw from the engagement, ¥ permitted by laws or regulations

If matedal Inconsistancias am Idantiled subsaquant to the date of the auditor's mpont, and mavision of
audited financlal statemant ks necessary, the auditor s required to perform the procedures given In SA
5&0, "Subsequent Events®. If, on reading ether Informatlon for the purpose of [dentifying materal
inconsetencies, auditor becomes aware of an apparent materal messtatement of fact, auditor should
discuss tha matter with management and IF the managemant refuse to comact t, communicata the sama
te those charged with governance and teke further appropriate actions

SA 800: Special Consideratons — Audits of Financial Statements Prepared In Accordance with Spacial
Purposa Framaworks {April 1, 2011)

The objective of the audhor, when applying SAs In an audit of financlal statements prepared In
accerdance with a speclal purpose framewaork, s to address appmpriately the speclal censiderstions that
ara relevant to: (a) The accaptance of the engagement; {b) The planning ard performance of that
engagement; and {¢) Forming an opinian and reparting on the financial statements

In an audk of spaeclal purposa financlal statements, tha audkor shall obtaln an undarstanding of: (a) Tha
purpose for which the fnanclal statements are prepared; {b) The intended users; and (c) The steps
taken by management to determine that the applicable financlal reporting framework [z acceptable In the
cicumstances

The auditor shell determine whether application of other SAs requires speclal conskeration in the
circumstances of the engagement. In the case of financlal statements prepared In accordance with the
provisions of 2 contract, the auditor shall abtain an understanding of any significant interpretations of
tha contrmact that management mada In the preparatlon of thosa flnanclal statemants. An Interpretation
s significant when adoption of another reascnable Intempretation would have pmduced a matersl
difference in the information presented In the financlal statements

In tha case of financlal statemants preparad In accordanca wikh the provisions of a contract, the auditor
shall evaluate whether the financial statements adequately describe any significant Imterpretations of the
contract an which the financial statements are based

The auditer’s report on speclal purpose financlal statements shal Include an Emphasis of Matter
paragraph alerting users of the auditar's report that the financlkal statements are prepared In accordance
with a special purpose framework and that, &s & result, the financial statements may not be suitable for
another purposa
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SA 805: Special Considerntions- Auwdite of Single Financial Statements and Speciic Elements,
Accounts or ama of a Financial Stateamant {April 1, 2011)

The objective of the auditar, when applying SAs In an audl of a single financlkal statement or of &
spacific element, account or item of a Anancial statement, s to addmess appropriately the special
conslderations that ara relevant to: {a} acceptance of tha angagamant; {b} planning and perffomance of
that engagement; and (c} Forming an cpinlan and repoarting an the single financial statement or an the
speciic element, account or item of finenclal statement

5a 200 requires the audkor to comply wkh all SAs melavant to the awdit. If the audhkor [ not also
engaged to audk the entky's complete set of financlal statements, the auditor shall determine whether
the audit of a singke financial statement or of a specific element of those financial staterments in
accordance with SAs s practicabla

S5A 210 requires the audkor to determine the acceptablity of the financlal reporting framework applied In
the preparation of the Fnancial statements. This shall include whether application of the fnancial
reporting framework wil result in a presentation that provides adequate disclosures to enable the
Intended users to understand the Infarmatlon conveyed In the finenclal statement or the element, and
the effect of materlal transactions and events on the Infermatiken conveyed In the financlal statement or
the slement

The auditar shell consider whether the expected form of opinlan s appropriate In the cincumstances

The auditar shall apply the requirements In 5A 700, adapted as necessary In the clcumstances of the
engagament

IF the auditor undertakes an engagement to report on a single fnancial statement or on & specific
slamant of a financlal statemant In conjunction with an engagement to audlt the antitys complate sat of
financlal statements, the auditor shall express a separate opinlon for each engagement. If the opinien In
the auditer’s report on an entkys complete set of flnancial stetements k modiffed, or that report
includes an Emghasis of Matter paragraph or an Other Matter paragraph, the auditor shall detemine the
effect that this may have on tha auditor's report on a singla financlal statemant or on a speclic elemant
of those financlal statements

SA 810; Engagemsnts to Report on Summary Financlal Statements (April 1, 2011)

SA B10 deals wkh the auditor's responsibiikies when undertaking an engagement to repart on summary
financlal staterments derved from financlal statements audited In accordance with SAs by that same
auditor

The objectives of the suditar are ta: (8} Determine whether & s appmoprate to accept the engagement
ta report on summary fnancial statements; (b] Fonm an opinien on the summary financial statements
based on an evalmtion of the conchluslons drawn from the evidance cbtalned; and {c) Express claarly
that cpinion through a written report that also describes the hasls for that opinlon

The auditor shall, onfinarly, accept an engagement to mepart on summary financial statements in
accordance with this SA only whan tha audkor has bean engaged to conduct an audit In accondance
wkh SAs of the Ainancial statements from which the summary financial statements are derfved

Before accepting a&n engagement to report on summary fnancial statements, the auditer shall: (a)
Detarmine whether the applled criterda ara accaptable; (b) Obtaln the agmeament of managamant that It
acknowledges and understands ks responsibilty

The auditar shall peform the prescrbed procedures, and any other procedures thzt the audkor may
consldar necassary, as the basls for the auditors opinien on the summary flnanchl statemants

When the auditor has concluded that an unmedified opinixn on the summary financial statements &
appropriata, the auditer’s oplnlen shall, unlass otharwlsa raquired by law or megulation, usa one of tha
phrases enumerated In this 54

The auditors report on the summery financial statements may be dated later than the date of the
auditors rapert on tha audited financlal statements. In such cases, the auditor’s report on the summary
financial statements shall state that the summary financlal statements and audited financlal stetements
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do not reflect the effects of events that occumed subsequent to the date of the auditor's report an the
audited financlal statamants that may raquire adjustrmant of, or disclosure n, tha awditad financial
stateaments

IF the summary Fnancial statements are not consistent, in all material respects, with or are not a far
summary of tha audited Ananclal statemants, In accordance with the appllad critarda, and managamant
doss not agree to make the necessary changes, the auditor shall express an adverse opinion on the
summery financial statemeants

If tha audited financlal statemants contain comparatives, but the summary financlal statements do not,
the audkar shall determine whether such omission s reasenable In the cincumstances of the engagement

If the auditor becomes aware that the entlty plans to state that the auditor has reported on summary
financlal stataments In a documant containing the summary financlal statements, but doaes not plan to
Include the related auditors report, the auditor shall request management to Include the auditor's report
in the document

STANDARDS ON REVIEW ENGAGEMENTS (5RES)
SRE 2400: Engagements to Review Financlal Statements

To asteblish standands mnd provide guldance an the practitioners professional respansbliitles when m
practitioner, who k& not the audiar of an entity, undertakes an engagement to review financlal
staterments and on the form and content of the report that the practitioner Bsues in connection with
such a review

The objective of a review of financlal statements ks to enable a practitiener te state whether, on the
basis of precedures which de net pravide all the evidence that would be mequired In an audit, anything
has come to the practitionars attentlon that causes the practihioner to bellave that tha financial
statements are not prepared, in all meteral respects, In accordance wikh the appbecable financial
reporting framework (negative assurance}

The practitioner should comply wikh the Code of Ebhics Issued by the ICAT

The procedurss requined to conduct a review of financial staterments should be determined by the
practitionar hawving regard to the mequirements of this SRE, relavant profassional bodles, lagisiation,
regulation and, where appmpriate, the tenms of the reviaw engagement and reparting requirements

A review engagement provides a moderate level of assurance that the information subject to rview s
frea of mataral misstatement; this s expressed In the form of negative assurance. For the purposa of
expressing negative assurance In the review repert, the practitioner shauld obtain sufficient apprapriate
evidence primarlly threugh Inquiry and analytkal procedures to be able to drew conclusions

Tha practitiener and the cllent should agree on the temms of the engagemant

When using work perfernmed by another practitioner or an expert, the practitioner should be satisfied that
such work Is adaquata for the purposes of tha reviaw

The practitloner should document matters which are Important In previding evidence to suppert the
review report, and evidence that the review was camied out in accondance with this SRE

The practitioner should spply judgment In determining the specific nature, timing and extent of review
procedures, The practitloner should apply the same materality conslderations as would be appled I an
audit opinion on the financial statements wers being given

Based an the work performed, the practkloner should assess whether any information obtained during
the review Indicates that the financlal statements do net give a true and fak view In accordance with
the appicable financlal eperting frmmework

SRE 2410: Review of Interim Financial Information Parformed by the Independent Auditor of the Entity

To astablish standards and provide guldance on the auditor's professional msponsbiltles when the
auditor undertakes an engagement to review Interim financkel Inforrmatien of an audit client, and on the
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farm and content of the report

The auditor should comply with the athical requirements relevant ko the audit of the annual financial
statements of the entiy. The auditar should Implement qualty coentml precedures that are applicable to
the individual engagement. The auwditor should plan and perform the review with an atttude of
profassional siapticlam

The cbjective Is to enable the auditor to express a concluskin whether, on the basis of the review,
anything has come to the auditer’s attention that causes the auditor to believe that the interdm financial
Information 15 not prepared, In all materal respacts, In accomdanca with an applicable financial reporting
framewnork

The auditor and the client should agree on the tenms of the engagement

The auditar should have an understanding of the entky and Itz enviranment, Inchuding Its intemal cantrol,
as it relates to the preparation of both annual and interdm financial infermation, sufficient to plan and
conduct the angagamarnt

The auditar shoukd make Inquides, pimadly of persons responsible for financkl and accounting matters,
and perform analytical and ather review procedures to enable the auditor to conclude whether, an the
basls of tha proceduras parformed, anything has come to the auditor's attantion that cavses the auditor
ta belleve that the Interm financial information I8 not prepared, In all materdal respects, In rccardance
wkh the applicable financial reporting framewark

Tha auditor should obtain avidance that the Intarim financlal Information agrees or mconcllas with the
underlying accourting recarnds and should inquire whether management has identifled sll events up to the
date of the review report that may require adjustrment te or disclosure in the interm financial information

Tha auditor should Inquina whathar management has changed Its assessmant of the entlty's ablity to
continue as & golng concem. If adequate disclosure s made In the Interm financlal Inferrmation, the
auditer should add an emphasis of matter paragraph to the meview report to highlight a materal
uncertainty relating to an event or conditlon that may cast significant doubt on the enthy's abllity to
continue as @ going concem. If B meterdal uncertainty that casts significent doubt abaut the entity’s
ablity to continue as a going concem 15 nat adequately disclosed In the Interim financlal infermatien, the
auditor should express & qualiied or adverse conclusion, as appropriate. The report should include
spaclic referance to tha fact that there s such a matardal uncertalnty

When a metter comes to the auditers attentlon that leads the auditor te question whether a materal
adjustment should be mMade, the auditer shoukd mMake additlonal Inquirdes er perferm other procedurss to
enabla the auditor to express a conclusion in the review raport

The auditer should evaluate, individually and n the aggregate, whether uncomected misstatements that
hava coma te the auditor's attermtlon are mataedal to tha Intarm financlal Information

The auditar should abtaln written representatians frmm management

Tha zuditor shoukd mead the other Informetlon that accompanies the Inteardm financlal Information to
consider whather any such Information Is materally Inconsistent with the Interm financlal Information. If
a matter comes te the auditers attention that causes the auditor to belleve that the other Information
appears to inchude a materal msstatement of fact, the auditer should discuss the matter with the
entlty’s managament

When, as a resuk of performing the review of htedm financkal Informmation, a matter cemes to the
auditor’s attention that causes the auditor to belleve that It 5 necessary to make a meteral adjustment
to the intardm financlal Information, the audkor should communicata this mattar as spon as practicablae to
the appropriate level of management. When, In the auditors judgment, management does not respond
appropriately within a r=asonable period of time, the auditer should inform those charged with
gavamancsa

The auditar should lssue a written report that contains the nature, extent and resuks of the review of
int&rim Anancial mfommation

The auditar shoukl express a qualified or edverse conclusion when s metter has come to the awditor's
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attention that cauwses the auditor to believe that a matedal adjustment should be made to the nternm
firanclal Inforrmation for k to be preparad, In all materal respacts, In accomdance wih tha applicabla
financial reporting frAmework

= When the auditor is unable to complete the review, the auditar should communicate, in writing, te the
appropriate leval of menagamart and to those chamged wkh govemanca the mason why the review
cannct be completed, and consider whether k is appropriate ta Issue a report

s The auditer should consider medifying the review repart by adding a parmgraph to highlight a significant
uncartainty (other than a going concem preblem) that cama to the auditors attention, the resolution of
which k dependent upen future events and which may affect the Interim finencial Information

s The auditor should prepare revlew documentation that ks sufficlent and appropriate to provide a besls for
the audktor’s conclusion and to provida avikdenca that the ravilew was performed In accondance with this
SRE and applicable legal and regulatery requirements

STANDARDS ON ASSURANCE ENGAGEMENTS {SAE) — Othar thanh Audits or Raviews of Historcal
Financlal Infarmation

SAE 2400 (AAS 35): The Examination of Prospective Financlal Information

« In an engagement te examine prospective financlal Information, auditor should obtaln sufficlent
appropriate evidence as to whether:

a. managemant’s best—estimate assumptlons ame not unreasonable and, In the case of
hypathetical assurmptions such assurptiens are consistent with the purpese of Infermation

k. praspective financial infermation is propedy preparsd on the basis of assumptions

c. pmspective financial Information Iz properly presented and all materal assumptions are
adequately disclosed, Including whether they are best-estimate assumptians or hypothetical
assumptlons

ang

d. prospactiva financlal Information Is preparad on a consistent basls wkh historical financlal
statements, using appropriate accounting principles

= While evidence may be available t¢ support assumptions on which praspective financial informatien s
basad, such esvidenca Is ksalf genamlly future=orented and, therafore, spaculativa In natume, as distinct
fram evidence omdinarly avallable In examinatian of histarcal financial Information. Auditer Is, therafore,
et In a posiktion to express an apinien as to whether bhe results shown In praspective mancial
infommation will be achigved

Auditor should-

e not accept, or shoud withdraw Fom, an engagement when assumptions are cleardy
unrealistic or when s/he baleves that prospactive financhkal Informmation will ba Inappropriate
for ks intended use

e« pbtaln a suffklent level of knewledge of business and become famillar with entky's process
to ba able to evaluata whethaer all significant assurmptions required for preparation of
prospective financlal inforrmation have been [dentified

« consider exteant to which rellance on entky® historkcal financlal Informatlen 's justifled.
Auditor should conskler perlod of time covered by prespective inanclal imformation. Sufficlent
appropriate evidence supporting such assumptlons woukl be abtalned frem Intemal and
extemal sources

« would conskler whether, when hypothetical assumptions are used, all significant Implications
of such assumptions have been taken nte conskleration

¢ should obtaln wrkten mepesantations from management megarding Intended use of
praspective financlal infermation, completeness of significant management assumptions and
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n‘anagen‘nnt's acceptance of its msponsibility for pospective Anancial mfiammation

» should assess the presentation and disclosures In prospective financlal statement are
adequate

¢ Should document matters, which am Important In providing evidanca to support his/ her
repart on examination of prospective financlkal Infarmation, and evidence that such
examination was camed cut In accordance with this SA

When auditor beleves that presentation and discksure of prospective fnanclal information ks not
adequate, the auditor shoukl express a qualified or adverse opinlen n the repart on prospective financlal
Information, o withdraw from engagement as approprate

When auditor believes that one or more significant assumptions do not provide a reasonable basis for
prospective financial infarmation prepared an basis of best-estimete assumptions or that one ar more
significant assumptions do not provide a reasonable basis for prospective financial irformation given the
hypothetical assumptions, the auditar should althar exprass an advarse opinlon setting out reasons In the
report on prospective financlal Information, or withdraw from engagement

When samination is affectad by conditions that preclude application of one or mere procedurss
considared nacessary In the circumstances, auditor should elkhar withdraw from engagement or disclalm
the opinian and descrbe the scope mitatlan In the repoart on prspective financi| Information

SAE 3402: Assuranca Raporis on Contrdls at a Sarvice Organkzation

This SAE deals with assurance engagements undertaken by a professional accountant In public practice
ta provide & report for use by user entlties and ther auditors on the controls at & service organtzation
that provkies a service to user entltles that ks likely to be relevant to user entltles’ Intemal comtml as It
ralatas to financlal reporting

The pbjectives of the service auditor ame: {8} To obtain reasonable assurance about whether, in all
mataral respacts, basad on sultzble critara: (I) Tha servica organization’s dascrption of ks system fairy
presents the system as deslgned and Implemented throughout the specified peried; (i) The controk
related ta the contrel oblectives stated In the service organization’s description of s system ware
suitably designed throughout the specified period; (i) Whene included in the scope of the engagement,
tha controls cperated effectively to provide reasonable assuranca that the control objectives stated In
the service orgenization’s descriptien of ks system were achleved thmughout the specified peried; (h)
To report on the matters In (a) above In accordance with the service awditors findings

Tha sarvice auditor shall comply with relevant ethical requiremants, Including those partaining to
ndependence, relating to assurance angagements

Where this SAE requimas tha sarvice audior to Ingquire of, mquast represantatiens from, communicata
wkh, or otherwlke Interact with the service omganization, the service audkor shall determine the
apprepriate person{s) wkhin the service organization’s management or govemance structure with whom
ta interact

If tha service prgantzation requests a change In the scope of the engagement bafore the completion of
the engagement, the service auditar shall be satisfled that there 5 a reasonable justification for the
change

The service audkar shal assess whether the service organization has used sultable critera In preparing
the descrptien of ks system, In evaluating whether cantrols are sultably deskgned, and, In the case of @
type 2 report, In evaluating whether controls are opemting effectively

When planning ard performing the engagement, the service auditar shal consider meteriallty with

respect to the Fair presentation of the desceription, the suitability of the design of contrels and, in the
casa of a type 2 rapoert, the opamating effacthvenass of controks

The service audkor shall abtain an urvlerstanding of the service arganization’s system, Including controks
that are included in the scope of engagerment

The service auditer shal ebtain and read the service organtzation’s description of s system, and
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evaluste whether those aspects of the descrption included in the scope of engagement an: fairly
prasantad

The service audRer shall determine which of the contrels at the servke organtzation are necessary to
achieve the control objectives stated in the service aganizations description of its system, and shal
assass whathar thosa controls ware sultably designed

Irf the service organizatlon has an Intemal audlk functlon, the service auwditor shall obtaln an
understanding of the nature of the responsibilities of the ntemal audit function and of the activities
performad In order to detarmmina whether the Intemal audit function k likely to be relevant to the
engagement

In order for the service auditor to use specific work of the Intemal auditors, the servike auditor shall
evaluate and perform procedures on that work to determine ks adequacy for tha service auditor’s
pUMPDEES

The sarvke audkor shall requast the sarvice anganlzatkn to provida wrttan aprasantations

The service audkar shall Inquire whether the service arganization Is aware of any events subsequent to
the periad covered by the service organization’s description of its system up te the date of the S=rvice
auditors assurance report that could hava a significant effect on tha servica auditor's assurance report

The service audkors assurance report shell 'nclude the basic elements prescribed by this SAE

STANDARDS ON RELATED SERVICES {SRS)

4400 (AAS 32): Engagements to Perform Agread—-upon Procsdures Ragarding Financial

Informathon

In an engagemert to perfarm agreed-upon procedures, audkor i3 engaged by client to ssue a report of
factual findings, based on specified procedurts performed on specified matters of a financial statement.
As the auditer simply provkles a mport of factual Andings of agmad-upon procaduras, no assuranca B
expressad by them In the report. Report Is restricted to those partles that have agreed to procedures to
be performed since others, unaware of reasons for the precedures, may misinterpret results

To comply with Code of Ethics, Issued by 1CAT

Where Auditor k nok Independent, a statement to that effect should be made In the report of factual
findings. Terms of engagement should be wel dafined so as ta avoid any misunderstandings

Ta plan the work so that an effective engagement will be performed and documentation of Important
matters to be done which provides evidence to suppart the report of factual Mndings

Tha rapot describes the purppse and agmeed-upon procaduras of engagement In sufficlent detall to
enable the reader to understand the nature and extent of work performed. The repert; shauld alkka clearly
mention that no auwdit or review has been performed

SRS 4410 (AAS 31): Engagemants to Complla Financial Information

In such type=s of engagements, accountant uses accaunting expertise as against aul:l'lting axpertise to
collact, classify and summarisa financlal Information

The accountant should comply wikh the "Code of Ethks", Issued by ICAL However, where accountant k
not independent, a statement to that sffect should be made in the accountant’s report. It shoukd be
ensured that theame |5 a clear understanding between tha cllant and accountant regarding temms of
engagement by means of an engagement letter or such other sultable form of cantract

To cbtain an ackwwledgement from management of its mesponsibiity for appropriate prepamation and
prasantation of Ananclal statemants or other Information and of ks approval of such Information to ba
complled

Accountant should also obtaln an acknowledgement from management of s responsiblity for accuracy
and complatanass of underlylng accounting data and complete disclosure of all meteral and ralevant
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infermation

+ Tg plan the work so that an effective engagement will be performed. Accountant should obtaln a general
knowledge of business and operatkins of the entity and should be famillar with accounting principles.
Accountant shoukl request management representation letter coverng significamt information or
explanations given orally on which they considar mpresentations am requirad

= There are few speclal conskierations which the accountant has to take care of l.e. s/he should ensure
that financial statements or other financial information compiled, comply with requirements of identified
financial reporting frAamawork B whera there 18 no specific financkl repeorting framework, clent mMay
specify that accounts should be complled on, for example, based on requirements of Income Tax Act. If
any accounting standard is not complied with, the Fact should be disclosed in the netes to accounts

If accountant becomas aware of any matarlal misstatarment, s/he must report this t¢ mMenagement or rmust
withdraw from engagement If management deesn act. Financial infermation complled should be approved by
client before compilation report & signed by accountant
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