SA 210(REVISED): AGREEING THE TERMS OF AUDIT ENGAGEMENTS

1) SCOPE OF THE SA:
AUDITOR’S RESPONSIBILITY IN AGREEING THE TERMS OF THE ENAGAGEMENT WITH
A)MANAGEMENT
B)THOSE WHO CHARGED WITH THE GOVERNANCE

2) EFFECTIVE DATE OF APPLICABILITY:
APPLICABLE TO THE AUDIT OF THE FINANCIAL STATEMENTS WHICH ARE PREPARED ON OR AFTER 1ST APRIL,2010.

3) OBJECTIVE:
THE OBJECTIVE OF THE SA IS TO ACCEPT OT TO CONTIUE THE AUDIT ENGAGEMENT ONLY IN THE FOLLOWING CONDINTIONS ARE SATISTFIED:
A)WHETHR THE PRECONDITIONS FOR THE AUDITS ARE PRESENT

EXAMPLE: SCOPE OF THE AUDIT, THE TIME WITHIN WHICH THE AUDIT TO BE COMPLETED,TYPE OF THE AUDI,NATURE OF THE AUDIT, QUALIFICATION OF THE AUDITOR OR TEAM ETC.

B)CONFIRMING THAT THE THERE IS COMMON UNDERSTANDING BETWEEN THE AUDITOR AND MANAGEMENT WITH THE GOVERNANCE OF THE TERMS OF ENGAGEMENT

EXPLANATION: THE AUDITOR SHOULD TAKE THE WRITTEN CONFIRMATION FROM THE MANAGEMENT AND THOSE CHARGED WITH THE GOVERNANCE THAT THE BOTH ARE AGREEING ON THE TERMS OF ENGAGEMENT.
	
4) REQUIREMENTS:
A) PRECONDTIONS FOR AUDITS:	
1) AS THE PREPATION OF THE FINANCIAL STATEMENT IS THE RESPONSIBILTY OF THE MANAGEMENT, AUDITOR SHOULD DETERMINE THAT FINANCIAL STATEMENTS ARE PREPARED IN ACCORDANCE WITH APPLICABLE FINACIAL REPORTING FRAMEWORK.
2) OBTAIN THE AGREEMENT OF MANAGEMENT THAT IT ACKNOWLEDGES AND UNDERSTANDS ITS RESPONSIBILITY:
A) FINANCIAL STATEMENTS ARE PREPARED IN ACCORDANCE WITH REQUIRED REPORING FRAMEWORK
B) PROPER INTERNAL CONTROL SYSTEM HAS BEEN SET UP BY THE MANAGEMENT BECAUSE OF WHICH THE FINANCIAL STATEMENTS ARE FREE FROM THE MATERIAL MISSTATEMENT.
                       3)  TO PROVIDE THE AUDITOR WITH :
		A) ACCESS TO ALL INFORMATION OF WHICH MANAGEMENT IS AWARE THAT IS 
		RELEVANT TO PREPARATION OF FINANCIAL STATEMENTS.
(EXAMPLE SEC 226 OF THE COMPANIES ACT,1956 LAID DOWN THE RIGHTS OF
 THE AUDITOR IN WHICH THIS IS ONE OF THE STATUTORY RIGHT OF THE COMPANY AUDITOR)
		B)ADDITIONAL INFORMATION THAT THE AUDITOR MAY REQUEST FROM THE 
		MANAGEMANT FOR THE PURPOSE OF AUDIT
		C)UNRESTRICTED ACCESS TO THE PERSONS WITHIN THE ENTITY FROM WHOM THE 
		AUDITOR DETERMINES IT IS NECESSARY TO OBTAIN AUDIT EVIDENCE
B) LIMITATION ON THE SCOPE PRIOR TO AUDIT ENGAGEMENT ACCEPTANCE:

MANAGEMNT / THOSE CHARGED WITH THE GOVERNANCE
			|
IMPOSITION SCOPE OF LIMITATION ON THE AUDITOR
			|
AUDITOR THINKS THAT IT WILL RESULT IN DISCLAIMING AN OPINION ON THE FINANCIAL STATEMENTS
			|
|										|
IF ANY LAW OR REGULATION 					IF ANY LAW OR REQUIRES TO WITH DARW					REGULATION DOES 
	     |							NOT REQUIRE TO 
	     |							WITHDARW
	     |								|
AUDITOR HAS TO WITHDRAW FROM 			AUDITOR IS NOT REQUIRED TO 
THE AUDIT ENGAGEMENT				WITHDRAW FROM THE AUDIT 
				ENGAGEMENT

C) AGREEMENT ON THE AUDIT ENGAGEMNT TERMS
1) THE AUDITOR SHOULD AGREE ON THE TERM OF ENGAGEMENT  WITH THE MANAGEMNT AND THOSE CHARGED WITH THE GOVERNANCE
2) AN ENGAGEMENT LETTER OR OTHER SUITABLE FORM SHOUL CONTAIN THE AGREED TERMS  RELATING ENGAGEMENT OF THE AUDITOR WHICH MAY INCLUDE:
a) OBJECTIVE AND SCOPE OF THE AUDIT
b) THE RESPONSIBILITY OF THE AUDITOR
c) THE RESPONDIBLITY OF THE MANAGEMENT
d) INDENTIFICATION OF THE APPLICABLE FINANCIAL REPORTING FRAMEWORK FOR THE PREPARATION OF THE FINANCIAL STATEMENTS

D) RECURRING AUDITS:
IN CASE OF THE RECURRING AUDITS, THE AUDITOR SHOULD ASSESS
1)WHETHER THE TERMS OF AUDIT ENGAGEMENT ARE REQUIRED TO BE REVISED
2)WHETHER THERE IS NEED TO REMIND THE ENETITY OF THE EXISTING TERMS OF ENGAGEMENT
	
E) ACCEPTANCE THE CHANGE IN THE AUDIT ENGAGEMENT
1) THE AUDITOR ----------
    			     |
|								|
ACCEPT THE CHANGE					SHOULD NOT 
	|						ACCEPT THE 
	|						CHANGE		|							|	
JUSTIFICATION IS GIVEN BY			JUSTIFICATION IS NOT 
THE MANAGEMENT REGARDING		GIVEN BY THE 
SUCH CHANGE					MANAGEMENT
2) PRIOR TO COMPLETING THE AUDIT ENGAGEMENT, THE AUDITOR IS REQUESTED TO CHANGE THE TERMS OF THE AUDIT ENGAGEMENT 
 		|
		|
WHICH RESULTS IN LOWER LEVEL OF ASSURANCE
		|
THE AUDITOR SHOULD DETERMINED WHETHER THERE IS REASONABLE JUSTIFICATION IS GIVEN BY THE MANAGEMENT TO DO SO.
		
3) IF THE TERMS OF ENGAGEMENT ARE CHANGED, THE MANAGEMENT AND AUDITOR SHOULD
_________________________________|____________________________________
		|					AND					|			AGREE ON							RECORD 
THE NEW TERMS OF ENGAGEMENT IN ENGAGEMENT LETTER OR OTHER SUITABLE FORM IN THE WRITTEN FORMAT		

4) IF THE AUDITOR IS UNABLE TO AGREE ON THE CHANGE IN THE TERMS OF AUDIT ENGAGEMENT AND IS NOT PERMITTED BY THE MANAGEMENT TO CONTIUE THE ORIGINAL AUDIT ENGAGEMENT THEN
a. THE AUDITOR SHOULD WITHDRAW FROM THE AUDIT ENGAGEMENT UNDER 
APPLICABLE LAW OR REGULATION
b.  THE AUDITOR SHOULD DETERMINE IS THERE ANY OBLIGATION EITHER CONTACTUAL OR OTHERWISE, TO REPORT THE CIRCUMSTANCES TO OTHER PARTIES (MANAGEMENT AND THOSE CHARGED WITH THE GOVERNANCE)																					
CONCLUSION:
	
1) SA 210 IS APPLICABLE ONLY TO AUDIT ENGAGEMENTS AND NOT APPLICABLE TO OTHER ENGAGEMENTS
2) SA 210 APPLICABLE ALL KINDS OF AUDITS LIKE STATUTORY AUDITS,TAX AUDITS, INTERNAL AUDITS,FUNCTIONAL AUDITS , MANAGEMENT AUDITS.
3) THE TERMS OF ENGAGEMENTS ARE NOTHING BUT THE WORK THAT THE AUDITOR IS SUPPOSED TO DO AS PER AGREEMENT PREPARED BETWEEN MANAGEMENT AND AUDITOR SO THAT IN FUTURE IF ANY ACTION IS TAKEN BY ORGANISATION AGAINST THE AUDITOR REGARDING INCOMPLETE AUDIT WORK, THEN THE TERMS OF ENGAGEMENT WILL PLAY BIG ROLE AS AN AUDIT EVIDENCE FOR BOTH POINT OF VIEW MANAGEMENT AND AUDITOR.


						
						 

