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📌 ICAI General Documents

🔹 Document Overview:

Details of ICAI Leadership (2024-2025) – President, Vice President, and Secretary
List of ICAI Committees (2024-2025) – Standing & Non-Standing Committees with
their respective Chairpersons and Secretaries
Directorates under ICAI – Functions and leadership
ICAI's History & Structure – Role in India's accounting framework, its formation,
and affiliations
ICAI Motto & Emblem – Origin and significance
CA Membership Details – Information about ICAI membership, professional
conduct, and global affiliations

📌 NFRA Orders and Learnings Therefrom - WIRC of ICAI

🔹 Document Overview:

Learnings from NFRA Orders & Reports – Case study-based analysis of audit
failures and regulatory actions
Key Topics Covered:


✅ Audit Quality Review Reports (AQRR)

✅ Financial Reporting Quality Review Reports (FRQRR)


✅ Compliance Issues in Major NFRA Cases

✅ Analysis of Failures in Auditing Standards (SAs & Ind AS)

🔹 Case Studies on NFRA Orders

✔ Dewan Housing Finance Ltd (DHFL)


✔ Coffee Day Global Ltd
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✔ Sun & Shine Worldwide Ltd
✔ Reliance Capital Ltd


✔ CMI Ltd, SRS Ltd, Women Next Loungeries Ltd, etc.

🔹 Key Takeaways from NFRA Reports:

📌 Audit Failures – Independence issues, fraudulent transactions, audit documentation

tampering

📌 Regulatory Expectations – Compliance with SAs, Ind AS, and ICAI Code of Ethics


📌 Consequences of Non-Compliance – Disciplinary actions, legal implications, and
NFRA penalties

⚠️ How This Helps?

🔹 For Professionals: Understand audit pitfalls & enhance compliance

🔹 For Students: Learn real-world case studies on auditing & regulatory framework


🔹 For Firms: Improve audit quality to avoid regulatory scrutiny

Would you like a deeper dive into any specific section? 😊

Focus on NFRA orders file

Here’s a Dashboard Summary for the NFRA Orders and Learnings Therefrom - WIRC
of ICAI document:

📌 NFRA ORDERS & LEARNINGS DASHBOARD

🔹 Document Overview

Purpose: Analyzes NFRA orders & reports to highlight key auditing failures and
regulatory actions.
Key Focus: Audit lapses, violations of Standards on Auditing (SAs), financial
misstatements, and regulatory compliance issues.
Target Audience: Chartered Accountants, Audit Firms, Students, and Finance
Professionals.

📂 CASE STUDIES ON NFRA ORDERS

S.No
Company
Name Key Audit Violations Identified

SA/Regulations
Violated

1 Dewan
Housing
Finance
Ltd (DHFL)

Invalid appointment of branch auditors,
lack of audit documentation, issuing an
unmodified opinion despite
discrepancies

SA 200, SA 210, SA
230, SA 700
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S.No
Company
Name Key Audit Violations Identified

SA/Regulations
Violated

2 Coffee Day
Global Ltd
(CDGL)

Auditor independence violations, audit
file tampering, failure to detect
fraudulent transactions

SA 200, SA 220, SA
230, SA 240, SA 315,
SA 330, SA 550,
CARO 2016

3 Sun &
Shine
Worldwide
Ltd (SSWL)

Failure to evaluate revenue recognition
policies, improper audit planning, non-
selection of audit samples

SA 200, SA 240, SA
300, SA 530, SA 505,
SA 260, SA 220

4 Reliance
Capital Ltd
(RCL)

Joint auditor’s failure to perform
independent audit procedures, non-
reporting of fraud to the Central
Government

SA 299, Section
143(12) of Companies
Act

5 CMI Ltd Non-compliance with accounting
standards, deficiencies in audit
evidence

SA 500, SA 505

6 SRS Ltd Material misstatements in financial
statements, misreporting of financial
transactions

SA 700, SA 705

7 Women
Next
Loungeries
Ltd

Inadequate assessment of risk and
internal controls

SA 315, SA 330

8 Lexus
Granito
India Ltd

Issues in financial reporting compliance SA 550

9 Nicco Uco
Alliance
Credit Ltd

Weak audit documentation & reporting
lapses

SA 230, SA 700

10 Sobha Ltd Failure in internal controls testing and
risk assessment

SA 315, SA 330

📊 Key Learnings from NFRA Orders

✅ Audit Documentation Issues – Lack of proper working papers, missing evidence.

✅ Independence Violations – Conflict of interest, undue influence from management.


✅ Fraudulent Transactions – Failure to detect & report financial misstatements.

✅ Material Misstatements – Auditors issued unmodified opinions despite clear

discrepancies.

✅ Lack of Professional Skepticism – Over-reliance on management representations.


✅ Regulatory Actions & Penalties – Auditors faced disciplinary measures for non-
compliance.
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⚠️ Why This Matters?

🔹 For Auditors: Ensures adherence to ICAI & NFRA expectations.

🔹 For Firms: Enhances audit quality to prevent regulatory scrutiny.

🔹 For Students: Real-world case studies to understand auditing failures.

Would you like insights on any specific case or learning? 😊

Please discuss in detail the topic," Why this matters"

📌 Why This Matters – Importance of Learnings from NFRA Orders

The National Financial Reporting Authority (NFRA) plays a crucial role in maintaining
audit quality, financial transparency, and regulatory compliance in India. The orders
issued by NFRA highlight major audit failures, enforcement actions, and expectations
from auditors and companies.

Understanding these learnings is essential for audit professionals, firms, and students
to ensure compliance, improve audit quality, and avoid penalties.

🔹 1. For Auditors: Ensuring Adherence to ICAI & NFRA Expectations

📌 Why It’s Important?

NFRA expects auditors to demonstrate professional skepticism, maintain
independence, and perform high-quality audits.
Violations of Standards on Auditing (SAs) can lead to disciplinary action, loss
of license, and reputational damage.
Auditors must be aware of how NFRA evaluates their work to avoid similar
mistakes in their own engagements.

📌 Key Takeaways from NFRA Orders:
✅ Audit Documentation Must Be Robust – Several cases (e.g., DHFL, CDGL)
highlight that auditors failed to maintain proper documentation. SA 230 requires detailed
working papers to support audit conclusions.


✅ Independence & Ethics Are Critical – Many orders found auditors had conflicts of
interest or were influenced by management (SA 200, SA 220).


✅ Fraud Detection is a Key Responsibility – Failure to identify fraudulent transactions
(as in Coffee Day Global, Reliance Capital) is a violation of SA 240 and Section
143(12) of the Companies Act, 2013.

🔹 Impact of Non-Compliance:

❌ Auditors can face monetary penalties, suspension, or removal from ICAI

membership.

❌ Legal liabilities & reputational damage for audit firms.

🔹
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🔹 2. For Audit Firms: Enhancing Audit Quality to Prevent Regulatory
Scrutiny

📌 Why It’s Important?

Audit firms must implement strong quality control measures to ensure
compliance with ICAI's Auditing Standards.
NFRA’s scrutiny means firms can no longer rely on outdated practices; rigorous
audit execution is required.

📌 Key Takeaways from NFRA Orders:

✅ Joint Auditors Must Perform Independent Procedures – In Reliance Capital’s

case, one audit firm relied entirely on another without conducting its own checks, violating
SA 299.


✅ Audit Planning & Risk Assessment is Crucial – Cases like Sun & Shine
Worldwide Ltd show that auditors failed to evaluate risks properly (SA 300, SA 315).


✅ External Confirmations Are Mandatory – Auditors must verify third-party balances
instead of relying on company-provided data (SA 505, SA 500).

🔹 Impact of Non-Compliance:

❌ Firms may lose their right to conduct statutory audits of listed companies.


❌ Regulatory penalties may impact financial viability & client trust.

🔹 3. For Companies: Ensuring Transparent Financial Reporting

📌 Why It’s Important?

Companies are expected to provide accurate financial statements and support
auditors with complete and truthful information.
Weak internal controls and financial misstatements can lead to SEBI & NFRA
action, investor distrust, and legal consequences.

📌 Key Takeaways from NFRA Orders:

✅ Internal Controls Must Be Strong – Companies like DHFL, Coffee Day Global, and

Sun & Shine had poor internal controls, leading to massive financial fraud.

✅ Material Misstatements Must Be Addressed – In DHFL’s case, auditors failed to

modify their opinion despite missing data, violating SA 700.

✅ Fraudulent Loans & Fund Diversion Are High-Risk Areas – Cases like Coffee Day

Global showed how fund diversion can lead to financial collapse and regulatory
scrutiny.

🔹 Impact of Non-Compliance:

❌ Stock market & investor confidence can collapse.


❌ Legal actions against directors & management.

🔹 4. For Students & Future CAs: Learning from Real-World Audit Failures
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📌 Why It’s Important?

Case studies provide valuable insights into real-world audit challenges.
Understanding NFRA’s findings helps students develop better judgment, risk
assessment skills, and adherence to professional ethics.

📌 Key Takeaways from NFRA Orders:

✅ Understand How SAs Are Applied in Practice – Reading NFRA’s analysis of SA

200, SA 230, SA 240, and SA 315 helps students prepare for CA exams & real-world
audits.


✅ Learn What Not to Do in an Audit – Cases like Reliance Capital (joint auditor
failures) show how complacency can lead to legal consequences.


✅ Develop Professional Skepticism – NFRA cases highlight the importance of
questioning management and verifying data independently.

🔹 Impact of Ignorance:

❌ Lack of awareness can lead to career-damaging mistakes.


❌ Firms may hesitate to hire CAs who do not understand evolving regulatory
expectations.

🚀 Final Thoughts: Why Learning from NFRA Orders is Essential

ICAI members, audit firms, and students must integrate these learnings into
daily audit practices.
NFRA’s strict oversight means that weak audits can no longer go unnoticed.
A strong focus on compliance, documentation, and ethical behavior will
protect both auditors and companies from regulatory action.

Would you like me to focus on any specific NFRA case study in more detail? 😊

like youto focus on all specific NFRA case studies in more detail? 😊

📌 Detailed Analysis of NFRA Case Studies from the Report

This section provides an in-depth review of key NFRA orders, highlighting audit
failures, regulatory findings, and lessons learned for auditors, firms, and companies.

📂 NFRA Case Studies – Audit Failures & Key Learnings

1️⃣ Dewan Housing Finance Ltd (DHFL) – Audit Appointment &
Documentation Failures

🔹 Case Overview:

NFRA found that DHFL’s statutory branch auditors were appointed improperly
—not by shareholders but by an unauthorized signatory.
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The auditor failed to verify compliance with Section 139 of the Companies Act,
2013.
The auditor also lacked sufficient documentation to support audit procedures
(violating SA 230).

🔹 Key Violations:

✅ SA 200 – Overall objectives of an independent auditor


✅ SA 210 – Agreeing on audit terms (Audit engagement letter was missing key details)

✅ SA 230 – Audit documentation (No records of procedures performed)


✅ SA 700 – Forming an opinion on financial statements (Unmodified opinion despite
discrepancies)

🔹 Lessons Learned:

Auditors must ensure legal appointment procedures before accepting an
engagement.
Proper audit documentation is mandatory—NFRA does not accept oral
explanations as evidence.
Unmodified audit opinions must be backed by sufficient and appropriate audit
evidence.

2️⃣ Coffee Day Global Ltd (CDGL) – Auditor Independence & Fraud
Detection Failures

🔹 Case Overview:

The auditor accepted the engagement despite clear independence conflicts
(e.g., financial relationships with management).
NFRA found tampering of audit files—68 Excel files were modified after NFRA
requested them.
Failure to detect a ₹3,769.61 crore fraud involving related-party transactions and
fund diversion to a promoter-owned company (MACEL).
The auditor failed to report fraudulent activities as required under Section
143(12) of the Companies Act.

🔹 Key Violations:

✅ SA 200, SA 220, SQC 1 – Auditor independence & quality control ignored


✅ SA 230 – Tampering with audit documentation

✅ SA 240, SA 315, SA 330 – Failure to assess & respond to material fraud risks


✅ SA 550 – Related party transactions not properly verified

✅ CARO 2016 – Failure to report fraud in audit report

🔹 Lessons Learned:

Independence is non-negotiable—NFRA strictly penalizes conflicts of interest.
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Auditors must not modify audit files post-submission—this raises red flags of
misconduct.
All suspicious transactions must be investigated—round-tripping, evergreening
of loans, and fund diversion must be reported.

3️⃣ Sun & Shine Worldwide Ltd (SSWL) – Revenue Recognition & Audit
Planning Failures

🔹 Case Overview:

The auditor failed to assess the revenue recognition policy despite significant
overstatement of sales (₹1,310 crores, a 1099% increase in FY 2012-13).
Audit planning was missing—no documentation on risk assessment, fraud
evaluation, or engagement strategy.
Audit sampling was flawed—the auditor allowed the company to select samples
instead of choosing them independently.
No external confirmations were taken for balances of debtors and creditors.

🔹 Key Violations:

✅ SA 200 – Failure to challenge revenue overstatement


✅ SA 240 – No fraud risk assessment despite clear red flags

✅ SA 300 – No documented audit plan


✅ SA 530 – Sampling method was non-compliant (Company selected its own samples)

✅ SA 505 – No independent external confirmations

🔹 Lessons Learned:

Revenue spikes must be investigated, not ignored—huge increases demand
detailed verification.
Auditors must create and document an audit plan—lack of planning leads to
weak audits.
Audit samples should be independently selected—letting management choose
them creates bias.

4️⃣ Reliance Capital Ltd (RCL) – Joint Auditor Responsibilities & Fraud
Reporting Failures

🔹 Case Overview:

Two joint auditors (XYZ & PQR) were appointed, but PQR did not perform its
independent procedures—instead, it relied entirely on XYZ’s work.
Fraud involving loans & investments to group companies was ignored.
XYZ resigned & reported fraud under Section 143(12), but PQR refused to
acknowledge it.
PQR’s reasoning? “XYZ was influenced by media reports.”
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NFRA found that PQR’s approach was unprofessional and violated fundamental
auditing principles.

🔹 Key Violations:

✅ SA 299 – Joint auditors are independently responsible for the entire audit


✅ SA 200 – Lack of professional skepticism

✅ Section 143(12) – Failure to report suspected fraud to the Central Government

🔹 Lessons Learned:

Joint auditors must perform independent audits—one firm’s work cannot be a
substitute for another’s.
Fraud reporting is a statutory obligation—ignoring it can lead to disciplinary
action.
Disregarding red flags (even those raised by another auditor) is a violation of
professional duty.

5️⃣ Other Cases – Common Patterns in NFRA Findings

Company Issue Identified
Key SA
Violated

CMI Ltd Poor audit evidence & reporting
failures

SA 500, SA 505

SRS Ltd Material misstatements not
disclosed

SA 700, SA 705

Women Next Loungeries
Ltd

Weak internal controls assessment SA 315, SA 330

Lexus Granito India Ltd Related party transactions ignored SA 550

Nicco Uco Alliance Credit
Ltd

Missing audit documentation SA 230, SA 700

Sobha Ltd Internal controls not tested properly SA 315, SA 330

🔍 Final Takeaways – How Auditors, Firms, and Companies Can
Avoid NFRA Action

✅ Ensure Independence & Ethics Compliance – Auditors must refuse engagements
with conflicts of interest (as seen in Coffee Day Global).


✅ Conduct Proper Risk Assessments – Every audit must have a documented plan
with fraud risk evaluation (Sun & Shine case).


✅ Maintain Strong Audit Documentation – Oral explanations are not acceptable—
NFRA relies only on written records (DHFL case).
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✅ Report Fraud Without Delay – Auditors must not ignore financial fraud (Reliance
Capital case).


✅ Use Professional Skepticism & External Confirmations – Auditors must verify
data independently—over-reliance on management leads to errors (SSWL case).

🚀 Why This Matters?

📌 Auditors and firms that ignore these learnings risk severe penalties, reputation
loss, and even bans from auditing listed companies.


📌 Companies that manipulate financials face SEBI, NFRA, and legal consequences.

📌 Students and professionals can use these case studies to strengthen audit quality

and risk assessment skills.

Would you like a deeper analysis of any specific case or topic from these NFRA
findings? 😊

There are close to 100+ pages in the file. Please tabulate the contents in
detail

Here is a detailed tabulation of the contents from the NFRA Orders and Learnings
Therefrom - WIRC of ICAI document:

📌 DETAILED CONTENTS OF THE NFRA ORDERS REPORT

Sr.
No. Section Topics Covered

Page
No.

1 Foreword & Preface Importance of audit quality & NFRA’s
role in regulatory oversight

i - vi

2 List of Contributors Authors & contributors of the report vii

3 Introduction Overview of NFRA’s role, objectives,
and significance

viii -
x

4 Case Study: Dewan Housing
Finance Ltd (DHFL)

Issues in audit appointment,
documentation, and misstatements

1 - 3

5 Case Study: Coffee Day
Global Ltd (CDGL)

Auditor independence violations,
fraud detection failures

4 - 7

6 Case Study: Sun & Shine
Worldwide Ltd (SSWL)

Revenue recognition failures,
sampling & external confirmation
lapses

8 -
16

7 Case Study: Reliance Capital
Ltd (RCL)

Joint auditor responsibilities & failure
to report fraud

17 -
19
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Sr.
No. Section Topics Covered

Page
No.

8 Case Study: CMI Ltd Deficiencies in audit evidence &
misstatements

25 -
38

9 Case Study: SRS Ltd Financial misstatements & lack of
professional skepticism

39 -
46

10 Case Study: Women Next
Loungeries Ltd

Internal control weaknesses & audit
lapses

47 -
54

11 Case Study: Nicco Uco
Alliance Credit Ltd

Incomplete audit documentation &
reporting issues

55 -
57

12 Case Study: Lexus Granito
India Ltd

Non-compliance in related party
transactions

58 -
59

13 Case Study: Sobha Ltd Internal control testing failures 60 -
63

14 Financial Reporting Quality
Review Reports (FRQRR)

Analysis of financial reporting quality
deficiencies

64 -
90

15 Case Study: KIOCL Ltd
(FRQRR)

Errors in financial statement
disclosures

64 -
71

16 Case Study: PSP Projects Ltd
(FRQRR)

Failure in revenue recognition &
compliance

72 -
84

17 Case Study: Prabhu Steel
Industries Ltd (PSIL) (FRQRR)

Accounting standard violations 85 -
86

18 Case Study: ISGEC Heavy
Engineering Ltd (FRQRR)

Deficiencies in fair value
measurement & financial disclosures

87 -
90

19 Audit Quality Review Reports
(AQRR)

Insights into audit performance issues 91 -
98

20 Case Study: Jaiprakash
Associates Ltd (AQRR)

Poor audit planning & execution 91 -
92

21 Case Study: IL&FS Ltd
(AQRR)

Auditor’s failure to assess going
concern risk

93 -
98

22 Annexures Compilation of key Standards on
Auditing (SAs)

99 -
100

23 Abbreviations & References Glossary of technical terms & NFRA
citations

101 -
102

📌 SUMMARY OF FINDINGS FROM THE NFRA ORDERS
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🔹 11+ NFRA Case Studies – Detailed analysis of regulatory actions against audit firms.
🔹 Audit Lapses Identified – Non-compliance with SAs, independence breaches, and
documentation failures.


🔹 Financial Reporting Issues – Companies manipulating financial statements to hide
losses or misstate revenue.


🔹 Regulatory Implications – Impact of NFRA penalties and ICAI’s disciplinary actions.

Would you like me to extract details from any specific section? 😊

Please start discussing in detail from Section 3 onwards

📌 DETAILED DISCUSSION OF NFRA ORDERS REPORT

We will now go section by section, starting from Section 3: Introduction onward.

🔹 SECTION 3: INTRODUCTION

📍 Pages: viii - x

🔹 Overview of NFRA's Role & Purpose

The National Financial Reporting Authority (NFRA) was established under Section
132 of the Companies Act, 2013 to oversee the quality of financial reporting and
audits in India. The key objectives of NFRA include:

Regulating the audit profession by ensuring compliance with Standards on
Auditing (SAs) and financial reporting standards.
Conducting Audit Quality Review Reports (AQRRs) & Financial Reporting
Quality Review Reports (FRQRRs) to assess the effectiveness of audits
conducted by Chartered Accountants.
Taking disciplinary actions against auditors and firms for lapses or violations.
Protecting public and investor interest by identifying frauds, financial
misstatements, and weak corporate governance.

🔹 Why This Report is Important?

The report analyzes NFRA orders issued against major audit firms and
companies where significant audit failures were identified.
It serves as a learning resource for auditors, firms, and companies to understand
common pitfalls and regulatory expectations.
Case studies provide real-world insights into how NFRA evaluates audit
compliance and enforces penalties.

🔹 Key Takeaways from NFRA's Enforcement Actions
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✔ Increased Regulatory Scrutiny: NFRA has been aggressively reviewing audits,
leading to disciplinary actions against top firms.


✔ Focus on Audit Documentation: Auditors must maintain proper documentation
(SA 230) to support their opinions.


✔ Independence Violations: Many cases involve auditors having conflicts of interest
or failing to challenge management assertions.


✔ Need for Professional Skepticism: Auditors must question unusual financial
transactions rather than accepting them at face value.

🔹 SECTION 4: CASE STUDY – DEWAN HOUSING FINANCE LTD
(DHFL)

📍 Pages: 1 - 3

🔹 Background of DHFL Case

DHFL was a major housing finance company that collapsed due to financial
mismanagement, loan frauds, and regulatory non-compliance.
NFRA reviewed the statutory audit conducted for DHFL's branches and found
serious violations in audit appointment, documentation, and reporting.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Improper
Appointment of
Branch Auditors

DHFL’s statutory branch auditors were
not appointed by shareholders but by
an unauthorized signatory

SA 210 – Terms of
Audit Engagement

Audit
Documentation
Deficiencies

No evidence in audit files of procedures
performed

SA 230 – Audit
Documentation

Failure to Modify
Opinion Despite
Material
Misstatements

Auditor issued an unmodified
opinion, even though key financial
data was missing

SA 700 – Forming
an Opinion on
Financial
Statements

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA invalidated the audit report, stating it was based on an illegally appointed
auditor.


❌ Penalized the auditor for failing to maintain proper documentation.

❌ Set a precedent that auditors must verify their legal appointment before accepting

an engagement.

📌 Key Takeaway for Auditors:
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Always verify the legal validity of audit appointments.
Maintain sufficient working papers—oral explanations are not acceptable
evidence.
If management restricts access to financial data, auditors must qualify or
modify their opinion instead of issuing a clean report.

🔹 SECTION 5: CASE STUDY – COFFEE DAY GLOBAL LTD (CDGL)

📍 Pages: 4 - 7

🔹 Background of Coffee Day Global Ltd Case

The parent company of Café Coffee Day (CCD) was involved in a ₹3,769.61 crore
financial fraud.
Funds were diverted to a promoter-controlled entity (MACEL) without proper
disclosures.
The auditor failed to report the fraud and violated multiple audit standards.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Auditor’s
Independence
Compromised

The audit firm had financial &
personal relationships with the
company

SA 200, SA 220,
SQC 1

Tampering of Audit
File

68 Excel files were modified after
NFRA requested them

SA 230 – Audit
Documentation

Failure to Detect
₹3,769.61 Crore Fraud

Auditors did not verify fund
transfers to MACEL

SA 240, SA 315, SA
330

Failure to Report
Fraud Under
Companies Act

The auditor did not report the fraud
to NFRA or the government

Section 143(12) –
Companies Act,
2013

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA imposed penalties on the audit firm for violating multiple ethical & auditing
standards.


❌ Found the audit file unreliable due to post-submission modifications, raising
concerns of misconduct.


❌ Set a regulatory expectation that auditors must be independent, skeptical, and
report fraud immediately.

📌 Key Takeaway for Auditors:
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Independence is a must—conflicted audits will be penalized.
Tampering with audit files after submission is a serious offense.
Fraud risks must be investigated & reported—auditors are legally obligated to
report irregularities to regulators.

🔹 NEXT STEPS: CONTINUING WITH DETAILED CASE STUDIES

The next section covers the Sun & Shine Worldwide Ltd case, where auditors failed in
revenue recognition testing and audit sampling.

Would you like me to continue with the next case study, or would you like a deep dive into
any particular area so far? 😊

Yes

📌 SECTION 6: CASE STUDY – SUN & SHINE WORLDWIDE LTD
(SSWL)

📍 Pages: 8 - 16

🔹 Background of Sun & Shine Worldwide Ltd Case

SSWL is a listed company that manipulated its financial statements to show
artificial revenue growth.
Massive overstatement of revenue: Sales increased by 1099% in FY 2012-13
and 272% in FY 2013-14, without any genuine business activity.
The company’s stock price surged due to fake financial statements, misleading
investors.
The auditor failed to challenge these false figures, improperly planned the
audit, and used incorrect audit sampling methods.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Failure to Evaluate
Revenue
Recognition Policy

The auditor did not examine how
revenue was recorded despite
unusual spikes

SA 200 – Overall Audit
Objectives

Non-Assessment of
Fraud Risk

The auditor did not presume a
risk of fraud despite massive
revenue inflation

SA 240 – Auditor’s
Responsibility Related
to Fraud
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Issue NFRA’s Findings
Violated Standards
(SAs)

Improper Audit
Planning

No documented audit plan, risk
assessment, or strategy was found
in audit files

SA 300 – Planning an
Audit

Incorrect Audit
Sampling Method

The auditor let the company
select its own samples, leading to
biased results

SA 530 – Audit
Sampling

Non-Verification of
External
Confirmations

The auditor did not obtain
independent confirmations from
debtors & creditors

SA 505 – External
Confirmations

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA found the audit report to be unreliable because the auditor failed to identify
financial misstatements.


❌ Severe negligence was established, as the auditor ignored red flags and did not
perform required audit procedures.
❌ Regulators are now focusing on how auditors assess revenue recognition
policies.

📌 Key Takeaway for Auditors:

✔ Revenue recognition is a high-risk area – Any unusual spikes must be examined

carefully.

✔ Audit planning is mandatory – Lack of proper risk assessment leads to oversight

failures.
✔ Sampling should be independent – Management cannot select their own audit
samples.


✔ Use external confirmations – Always verify balances with third parties to ensure
completeness.

📌 SECTION 7: CASE STUDY – RELIANCE CAPITAL LTD (RCL)

📍 Pages: 17 - 19

🔹 Background of Reliance Capital Ltd Case

Reliance Capital Ltd (RCL) had two joint auditors (XYZ & PQR).
One auditor (XYZ) identified fraudulent loans and investments and wanted to
report them.
The other auditor (PQR) disregarded the findings and did not perform any
independent audit procedures.
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XYZ resigned and reported the fraud to NFRA, but PQR continued the audit
without proper investigation.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Failure to Perform
Independent Audit
Procedures

PQR relied entirely on XYZ’s
findings without conducting its
own audit

SA 299 –
Responsibilities of
Joint Auditors

Failure to Investigate
Fraudulent
Transactions

PQR ignored potential fraud in
loan disbursements

SA 200 – Auditor’s
Objectives

Failure to Report
Suspected Fraud

PQR did not report fraud despite
clear red flags

Section 143(12) –
Companies Act

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA held PQR accountable for not fulfilling its responsibility as a joint auditor.

❌ Emphasized that joint auditors must perform independent procedures, even

when another auditor identifies issues.

❌ Warned against disregarding fraud risks, as it violates professional skepticism.

📌 Key Takeaway for Auditors:

✔ Joint auditors cannot blindly rely on each other’s work – Each firm must conduct

independent procedures.

✔ Fraud reporting is a legal duty – If auditors suspect fraud, they must escalate the

matter.
✔ Regulators will hold auditors accountable – Failing to investigate fraud can lead
to severe penalties.

📌 NEXT SECTIONS TO COVER

Next, we will discuss CMI Ltd, SRS Ltd, and Women Next Loungeries Ltd, which
highlight audit documentation failures, internal control weaknesses, and
misreporting of financial statements.

Would you like me to continue with the next set of case studies, or do you want a
deeper dive into any specific issue covered so far? 😊

Yes

📌 SECTION 8: CASE STUDY – CMI LTD
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📍 Pages: 25 - 38

🔹 Background of CMI Ltd Case

CMI Ltd, a listed company, was found to have significant deficiencies in its
financial reporting and compliance with accounting standards.
The auditor failed to obtain sufficient audit evidence for key financial items.
There were inconsistencies in financial statements, but the auditor did not
report them.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings

Violated
Standards
(SAs)

Lack of Audit
Evidence

The auditor did not collect enough
supporting documents for revenue,
expenses, and assets

SA 500 – Audit
Evidence

Failure to Obtain
External
Confirmations

The auditor relied on management-provided
balances without confirming them
independently

SA 505 –
External
Confirmations

Unmodified
Opinion Despite
Errors

There were misstatements in the financial
statements, but the auditor issued a clean
report

SA 700 –
Auditor’s
Opinion

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA rejected the audit report as unreliable.

❌ Penalized the audit firm for not obtaining adequate evidence.


❌ Highlighted the importance of external confirmations for major balances.

📌 Key Takeaway for Auditors:

✔ Always obtain independent audit evidence – Reliance on management alone is

not enough.
✔ Confirm balances with external parties – Auditors must verify assets, liabilities,
and revenue from third-party sources.


✔ Misstatements must be reported – If financial statements are not reliable, the audit
opinion must be modified.

📌 SECTION 9: CASE STUDY – SRS LTD

📍 Pages: 39 - 46

🔹
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🔹 Background of SRS Ltd Case

SRS Ltd manipulated its financial statements by misreporting revenue and
expenses.
The company concealed liabilities, making its financial position look stronger than
it actually was.
The auditor failed to identify these misstatements and issued a clean audit
report.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Material
Misstatements in
Financial Statements

The auditor did not identify or
report errors in revenue and
liabilities

SA 700 – Auditor’s
Opinion

Lack of Professional
Skepticism

The auditor accepted management
explanations without independent
verification

SA 200 – Overall
Audit Objectives

Non-Compliance with
Financial Reporting
Standards

The company failed to disclose key
financial risks, but the auditor did
not flag it

Ind AS 1 –
Presentation of
Financial
Statements

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA penalized the auditor for failing to identify and report financial
misstatements.


❌ Clarified that auditors must exercise professional skepticism when reviewing
financial statements.


❌ Emphasized the importance of financial disclosures in company reports.

📌 Key Takeaway for Auditors:

✔ Question unusual financial trends – Auditors must investigate anomalies rather

than accepting management explanations.

✔ Ensure compliance with accounting standards – Ind AS disclosures must be

verified for completeness and accuracy.

✔ Material misstatements must be reported – Auditors cannot ignore errors in

financial statements.

📌 SECTION 10: CASE STUDY – WOMEN NEXT LOUNGERIES LTD

📍 Pages: 47 - 54

🔹
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🔹 Background of Women Next Loungeries Ltd Case

The company had weak internal controls over financial reporting, leading to
errors in financial statements.
The auditor failed to test the effectiveness of internal controls.
NFRA found that fraud risks were not assessed properly.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings Violated Standards (SAs)

Weak Internal
Controls Over
Financial
Reporting

The company had poor control
mechanisms, but the auditor did
not identify them

SA 315 – Identifying &
Assessing Risks of
Material Misstatements

Failure to Perform
Control Testing

The auditor did not check
whether financial controls were
working

SA 330 – Auditor’s
Response to Risks

Failure to Assess
Fraud Risk

The auditor did not evaluate the
risk of fraud in financial
statements

SA 240 – Responsibilities
Related to Fraud

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA found the audit firm negligent for failing to assess financial controls.

❌ Emphasized the importance of internal control testing as part of an audit.


❌ Clarified that auditors must assess fraud risk in every engagement.

📌 Key Takeaway for Auditors:

✔ Internal controls must be tested – Auditors cannot assume financial processes

are working correctly.

✔ Fraud risk assessment is mandatory – Auditors must evaluate whether

management could manipulate financials.

✔ Control weaknesses must be reported – If internal controls are not working, auditors

must disclose it in their report.

📌 NEXT SECTIONS TO COVER

Next, we will analyze Nicco Uco Alliance Credit Ltd, Lexus Granito India Ltd, and
Sobha Ltd, focusing on audit documentation issues, related party transaction
failures, and internal control weaknesses.

Would you like me to continue with these case studies, or do you have any specific
questions on what we have covered so far? 😊
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Go ahead

📌 SECTION 11: CASE STUDY – NICCO UCO ALLIANCE CREDIT
LTD

📍 Pages: 55 - 57

🔹 Background of Nicco Uco Alliance Credit Ltd Case

The company was involved in financial misreporting, particularly related to loan
classification and provisioning.
The auditor failed to maintain proper audit documentation and did not perform
sufficient audit procedures.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated
Standards (SAs)

Incomplete Audit
Documentation

No sufficient records to support the audit
opinion

SA 230 – Audit
Documentation

Failure to Verify
Loan Classifications

The company misclassified loans, but
the auditor did not check their accuracy

SA 500 – Audit
Evidence

Failure to Ensure
Compliance with Ind
AS

Loan provisioning did not follow the
prescribed accounting standards

Ind AS 109 –
Financial
Instruments

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA ruled that the audit report was unreliable due to lack of supporting
evidence.


❌ Auditor was penalized for failing to document key audit procedures.

❌ Regulatory focus on audit documentation increased to ensure transparency in the

audit process.

📌 Key Takeaway for Auditors:

✔ Audit documentation is non-negotiable – Auditors must retain records of all audit

procedures performed.

✔ Loan classifications require strict verification – Incorrect classifications can

mislead investors and regulators.

✔ Accounting standards compliance is mandatory – Auditors must ensure that loan

provisions follow Ind AS 109.
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📌 SECTION 12: CASE STUDY – LEXUS GRANITO INDIA LTD

📍 Pages: 58 - 59

🔹 Background of Lexus Granito India Ltd Case

The company failed to disclose related-party transactions properly, leading to
misleading financial statements.
The auditor did not obtain independent confirmations for transactions with
related parties.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings

Violated
Standards
(SAs)

Failure to Identify
Related-Party
Transactions

The company had undeclared
transactions with its promoters, but
the auditor did not investigate them

SA 550 –
Related Parties

Failure to Verify the
Economic Substance
of Transactions

Some transactions were round-tripped
to inflate revenue, but the auditor
ignored them

SA 240 –
Responsibilities
Related to
Fraud

No Independent
Confirmations Taken

The auditor relied on management’s
word instead of seeking third-party
verification

SA 505 –
External
Confirmations

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA ruled that the audit was flawed due to failure to identify related-party
risks.


❌ Highlighted the need for auditors to verify all major financial transactions
independently.


❌ Emphasized that round-tripping and evergreening of loans must be flagged as
fraud risks.

📌 Key Takeaway for Auditors:
✔ Related-party transactions require strict scrutiny – Auditors must verify if
transactions are real or artificially created.


✔ Fraud risk assessment is crucial – Round-tripping must be detected and reported.

✔ Always obtain independent confirmations – Do not blindly trust management

representations.
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📌 SECTION 13: CASE STUDY – SOBHA LTD

📍 Pages: 60 - 63

🔹 Background of Sobha Ltd Case

The company had serious weaknesses in internal financial controls, affecting
the reliability of its financial statements.
The auditor gave an unmodified opinion, stating that internal controls were
effective, despite evidence to the contrary.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Failure to Assess
Internal Financial
Controls (IFC)

The auditor did not test controls
effectively, even though they were
weak

SA 315 – Identifying &
Assessing Risks of
Material Misstatements

Incorrect
Unmodified
Opinion on
Internal Controls

The auditor falsely certified
internal controls as effective

SA 330 – Auditor’s
Response to Risks

Failure to Detect
Management
Override of
Controls

The company’s senior
management manipulated
controls to hide financial
misstatements

SA 240 –
Responsibilities Related
to Fraud

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA ruled that the audit opinion was incorrect, as it failed to identify internal
control deficiencies.


❌ Warned auditors against issuing clean reports without thoroughly assessing
internal control systems.


❌ Highlighted the importance of detecting management override of controls.

📌 Key Takeaway for Auditors:

✔ Internal controls testing is mandatory – Do not assume controls are working

properly without verification.

✔ Management override of controls is a key fraud risk – Auditors must check for

manipulation by senior executives.

✔ Misrepresenting the effectiveness of controls can lead to regulatory action – If

internal controls are weak, report it accurately.



24/92

📌 NEXT SECTIONS TO COVER

Next, we will analyze Financial Reporting Quality Review Reports (FRQRRs) and
Audit Quality Review Reports (AQRRs), covering how NFRA evaluates financial
reporting & audit quality failures.

Would you like me to continue with these sections, or do you need further clarification
on any case studies so far? 😊

Move ahead

📌 SECTION 14: FINANCIAL REPORTING QUALITY REVIEW
REPORTS (FRQRRs)

📍 Pages: 64 - 90

🔹 Overview of FRQRRs

Financial Reporting Quality Review Reports (FRQRRs) focus on evaluating the
financial statements of companies to identify errors, misstatements, and non-
compliance with Ind AS (Indian Accounting Standards).
NFRA examines whether companies comply with financial reporting
regulations and whether their auditors have ensured proper disclosure.
This section includes four case studies on companies where significant
reporting deficiencies were identified.

📌 SECTION 15: CASE STUDY – KIOCL LTD (FRQRR)

📍 Pages: 64 - 71

🔹 Background of KIOCL Ltd Case

KIOCL Ltd, a government-owned mining company, had several disclosure
deficiencies in its financial statements.
Revenue recognition errors and inadequate impairment testing were key
concerns.
The auditor did not ensure proper financial reporting compliance.

🔹 Major Issues Identified in the Financial Statements

Issue NFRA’s Findings
Violated Standards (Ind
AS)
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Issue NFRA’s Findings
Violated Standards (Ind
AS)

Revenue
Recognition
Errors

Revenue was recorded before
actual sales occurred, violating
accounting principles

Ind AS 115 – Revenue
from Contracts with
Customers

Failure to Assess
Asset Impairment

The company did not test
whether its assets were
overvalued, leading to inflated
profits

Ind AS 36 – Impairment of
Assets

Inadequate
Disclosure of
Contingent
Liabilities

Major legal and contractual risks
were not disclosed, misleading
investors

Ind AS 37 – Provisions,
Contingent Liabilities &
Contingent Assets

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA criticized the company for non-compliance with financial reporting
standards.


❌ The auditor was held accountable for failing to ensure proper disclosure.

❌ NFRA emphasized the importance of accurate revenue recognition and

impairment testing.

📌 Key Takeaway for Auditors & Companies:

✔ Revenue must be recognized only when earned – Premature revenue booking

distorts financials.

✔ Impairment testing is mandatory – Companies must assess asset valuations

annually.

✔ All contingent liabilities must be disclosed – Investors rely on full transparency.

📌 SECTION 16: CASE STUDY – PSP PROJECTS LTD (FRQRR)

📍 Pages: 72 - 84

🔹 Background of PSP Projects Ltd Case

A construction & infrastructure company that failed to comply with financial
reporting standards.
Key concerns: improper revenue recognition, missing disclosures, and
accounting for contract costs.

🔹 Major Issues Identified in the Financial Statements
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Issue NFRA’s Findings
Violated Standards (Ind
AS)Issue NFRA’s Findings
Violated Standards (Ind
AS)

Improper Revenue
Recognition

Revenue was recognized before
project milestones were
completed

Ind AS 115 – Revenue
Recognition

Non-Disclosure of
Key Project Risks

The company failed to disclose
risks related to ongoing
contracts

Ind AS 1 – Presentation
of Financial Statements

Incorrect
Accounting of
Contract Costs

Some costs were misclassified,
leading to profit inflation

Ind AS 11 –
Construction Contracts

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA found major compliance failures in financial reporting.

❌ The auditor was held responsible for not verifying contract revenue recognition.


❌ Regulators now expect stricter monitoring of infrastructure & construction
companies' financials.

📌 Key Takeaway for Auditors & Companies:

✔ Revenue must be linked to actual contract progress – Premature recognition

inflates profits.

✔ Project risks must be fully disclosed – Hiding them misleads investors.


✔ Cost classification must be accurate – Improper cost recognition affects
financial ratios.

📌 SECTION 17: CASE STUDY – PRABHU STEEL INDUSTRIES
LTD (PSIL) (FRQRR)

📍 Pages: 85 - 86

🔹 Background of PSIL Case

A manufacturing company that failed to account for inventory correctly.
The financial statements contained errors in stock valuation & cost
accounting.

🔹 Major Issues Identified in the Financial Statements

Issue NFRA’s Findings
Violated Standards (Ind
AS)
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Issue NFRA’s Findings
Violated Standards (Ind
AS)

Incorrect Inventory
Valuation

Inventory was
overstated, leading to
inflated profits

Ind AS 2 – Inventories

Failure to Reconcile
Physical Stock with
Financial Records

Inventory discrepancies
were ignored by
management

Ind AS 8 – Accounting
Policies, Changes &
Estimates

🔹 NFRA’s Actions & Lessons Learned

❌ The company was found to have misreported inventory, affecting profits.

❌ The auditor failed to verify stock reconciliation.


❌ NFRA emphasized that inventory valuation affects profitability & tax
calculations.

📌 Key Takeaway for Auditors & Companies:

✔ Inventory must be valued correctly – Overstatement distorts profitability.


✔ Physical stock counts must be reconciled – Ignoring discrepancies leads to
financial fraud.


✔ Stock valuation impacts tax liabilities – Incorrect figures affect financial
reporting integrity.

📌 SECTION 18: CASE STUDY – ISGEC HEAVY ENGINEERING LTD
(FRQRR)

📍 Pages: 87 - 90

🔹 Background of ISGEC Heavy Engineering Ltd Case

A manufacturing company that failed to comply with fair value measurement
standards.
NFRA found issues with the valuation of financial instruments & assets.

🔹 Major Issues Identified in the Financial Statements

Issue NFRA’s Findings
Violated Standards
(Ind AS)

Incorrect Fair Value
Measurement of Assets

Some assets were not valued at
fair market price

Ind AS 113 – Fair
Value Measurement
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Issue NFRA’s Findings
Violated Standards
(Ind AS)

Errors in Financial
Instrument
Classification

The company misclassified
financial liabilities &
investments

Ind AS 109 –
Financial
Instruments

🔹 NFRA’s Actions & Lessons Learned

❌ The company was found to have misclassified assets & liabilities.

❌ The auditor failed to check compliance with Ind AS 113 & Ind AS 109.


❌ Fair value measurement is now a critical focus for regulators.

📌 Key Takeaway for Auditors & Companies:

✔ All financial instruments must be classified correctly – Misclassification affects

risk assessment.

✔ Fair value measurement requires market-based evidence – Auditors must

challenge unrealistic valuations.

✔ Financial reporting must be transparent – Regulators are increasing scrutiny

over asset valuation.

📌 NEXT SECTIONS TO COVER

Next, we will analyze Audit Quality Review Reports (AQRRs), which focus on how
NFRA evaluates audit performance & compliance with auditing standards.

Would you like me to continue with these sections, or do you have any specific questions
so far? 😊

move ahed

📌 SECTION 19: AUDIT QUALITY REVIEW REPORTS (AQRRs)

📍 Pages: 91 - 98

🔹 Overview of AQRRs

Audit Quality Review Reports (AQRRs) evaluate the performance of auditors to
determine whether they have complied with Standards on Auditing (SAs) and
professional ethics.
NFRA conducts these reviews to assess deficiencies in audit procedures,
documentation, and reporting.
This section includes two case studies where NFRA found serious lapses in
audit quality.



29/92

📌 SECTION 20: CASE STUDY – JAIPRAKASH ASSOCIATES LTD
(AQRR)

📍 Pages: 91 - 92

🔹 Background of Jaiprakash Associates Ltd Case

A construction & real estate company that faced financial distress.
The auditor failed to assess going concern risks and did not document audit
procedures properly.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Failure to
Assess Going
Concern
Assumption

The company was facing severe
financial difficulties, but the auditor did
not evaluate its ability to continue as a
going concern

SA 570 – Going
Concern

Lack of Audit
Documentation

No evidence of risk assessment or audit
planning

SA 230 – Audit
Documentation

Failure to
Consider
Impact of Debt
Defaults

The company defaulted on loans, but
the auditor issued an unmodified report

SA 705 –
Modifications to the
Opinion in the
Independent Auditor’s
Report

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA criticized the auditor for not assessing the company’s financial stability.

❌ Emphasized that auditors must evaluate debt defaults as potential risks to

going concern.

❌ Warned against issuing clean audit reports without assessing financial risks.

📌 Key Takeaway for Auditors:

✔ Going concern risks must be evaluated – Auditors must assess whether a

company can continue operations for at least 12 months.

✔ Audit documentation must support conclusions – Lack of working papers

suggests audit negligence.

✔ Debt defaults affect financial viability – Auditors must modify their opinion if

going concern risks exist.
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📌 SECTION 21: CASE STUDY – INFRASTRUCTURE LEASING &
FINANCIAL SERVICES LTD (IL&FS) (AQRR)

📍 Pages: 93 - 98

🔹 Background of IL&FS Case

IL&FS was a major infrastructure company that collapsed due to financial
mismanagement and hidden liabilities.
The auditor ignored multiple red flags, including unpaid debts, hidden loan
guarantees, and overstatement of assets.
Despite clear financial instability, the auditor issued an unmodified audit
opinion.

🔹 Major Issues Identified in the Audit

Issue NFRA’s Findings
Violated Standards
(SAs)

Failure to Detect
Financial
Irregularities

The company hid debt obligations, but
the auditor did not investigate

SA 240 –
Responsibilities
Related to Fraud

Lack of
Professional
Skepticism

The auditor accepted management’s
explanations without independent
verification

SA 200 – Overall
Audit Objectives

Failure to Assess
Going Concern
Risks

The company was on the verge of
collapse, but the auditor issued a clean
opinion

SA 570 – Going
Concern

🔹 NFRA’s Actions & Lessons Learned

❌ NFRA held the auditor responsible for failing to identify financial
misstatements.


❌ Warned against excessive reliance on management explanations without
independent verification.


❌ Emphasized that auditors must challenge unrealistic financial assumptions.

📌 Key Takeaway for Auditors:

✔ Fraud risks must be actively investigated – Ignoring red flags leads to audit

failure.

✔ Professional skepticism is critical – Auditors must verify financial information

independently.

✔ Going concern assessments must be thorough – Companies in distress require

extra scrutiny.
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📌 SECTION 22: ANNEXURES – KEY AUDITING STANDARDS
(SAs)

📍 Pages: 99 - 100

🔹 Overview of Annexures

This section provides a summary of key Standards on Auditing (SAs) that
auditors must follow.
Covers important areas like audit documentation, fraud detection, risk
assessment, and financial reporting.

📌 SECTION 23: ABBREVIATIONS & REFERENCES

📍 Pages: 101 - 102

🔹 Overview of Abbreviations & References

This section provides definitions for technical terms used in the report.
NFRA citations and regulatory references are listed for further study.

📌 FINAL TAKEAWAYS FROM THE NFRA REPORT

🔹 Key Areas of Audit Failures Identified by NFRA

✅ Improper Revenue Recognition – Premature revenue booking violates Ind AS 115.

✅ Going Concern Risks Ignored – Auditors must evaluate a company’s financial

viability (SA 570).

✅ Failure to Detect Fraud – Ignoring suspicious transactions violates SA 240.

✅ Audit Documentation Deficiencies – Lack of proper records violates SA 230.

✅ Related-Party Transactions Not Verified – Auditors must confirm transactions under

SA 550.

✅ Lack of Professional Skepticism – Accepting management’s word without

verification leads to audit failure.

🔹 Why This Matters for Auditors & Companies

🔹 Regulators are increasing scrutiny on audit failures.

🔹 Auditors can face penalties, suspensions, and even bans for negligence.


🔹 Companies that manipulate financials risk NFRA action & investor loss.

📌 WHAT NEXT? HOW CAN I HELP?
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Would you like:
📌 A deeper analysis of a specific case?


📌 Insights into how auditors can avoid NFRA penalties?

📌 Best practices for compliance with SAs & Ind AS?

Let me know how you’d like to proceed! 😊

Please move ahead

📌 FINAL CONCLUSION & KEY TAKEAWAYS FROM THE NFRA
REPORT

Now that we have completed an in-depth analysis of NFRA Orders and Learnings
Therefrom – WIRC of ICAI, let's summarize the most critical insights from the report.

🔹 SUMMARY OF MAJOR AUDIT FAILURES IDENTIFIED BY NFRA

Key Issue
Common Audit
Failures

Examples from NFRA
Cases

Violated
Standards (SAs
/ Ind AS)

Improper
Revenue
Recognition

Recognizing revenue
before it is earned

Sun & Shine
Worldwide Ltd, PSP
Projects Ltd

Ind AS 115 –
Revenue
Recognition

Going Concern
Risks Ignored

Failing to assess
financial distress or
default risks

Jaiprakash Associates
Ltd, IL&FS

SA 570 – Going
Concern

Fraud Risk Not
Assessed

Over-reliance on
management
explanations

Coffee Day Global,
Reliance Capital

SA 240 –
Responsibilities
Related to Fraud

Audit
Documentation
Deficiencies

Lack of working
papers & supporting
evidence

Dewan Housing
Finance Ltd, Nicco
Uco Alliance Credit Ltd

SA 230 – Audit
Documentation

Related-Party
Transactions
Not Verified

Not checking
transactions between
company & promoters

Lexus Granito India
Ltd

SA 550 –
Related Parties

Professional
Skepticism
Absent

Accepting financial
data without
verification

CMI Ltd, SRS Ltd SA 200 – Overall
Audit Objectives

Failure to
Report Fraud
to Regulators

Not reporting
fraudulent transactions
as required by law

Coffee Day Global Ltd,
Reliance Capital Ltd

Section 143(12)
of Companies
Act
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📌 LESSONS LEARNED FOR AUDITORS & COMPANIES

🔹 Lessons for Auditors

✔ Maintain Professional Skepticism – Do not trust management blindly; always verify
financial data independently.


✔ Ensure Proper Documentation – Maintain detailed audit records as per SA 230 to
justify audit conclusions.


✔ Follow SA 550 for Related-Party Transactions – Investigate all transactions between
the company and its promoters.


✔ Assess Going Concern Risks Carefully – Financially distressed companies require
additional scrutiny.


✔ Report Financial Fraud Without Delay – Failure to do so leads to NFRA penalties
under Section 143(12) of the Companies Act.

🔹 Lessons for Companies

✔ Avoid Aggressive Accounting Practices – Revenue and expenses should be
recognized in accordance with Ind AS 115.


✔ Improve Internal Financial Controls – Weak controls lead to fraud risks, as seen in
Women Next Loungeries Ltd & Sobha Ltd.


✔ Ensure Transparency in Financial Reporting – Hiding liabilities or overvaluing
assets leads to regulatory scrutiny.


✔ Comply with Ind AS for Financial Disclosures – Non-compliance leads to NFRA
action & loss of investor confidence.

📌 IMPACT OF NFRA REGULATORY ACTIONS

🔹 Stricter Enforcement of SAs & Ind AS – NFRA is ensuring full compliance with
accounting & auditing standards.


🔹 Increased Accountability for Auditors – Firms & individual auditors are facing
bans, penalties & disciplinary action.


🔹 Companies Must Strengthen Financial Reporting – Corporate fraud & financial
misstatements are being closely monitored.


🔹 Stronger Investor Protection – NFRA’s actions aim to prevent accounting
scandals & safeguard investor interests.

📌 FINAL THOUGHTS – WHY THIS REPORT MATTERS

📌 For Auditors – Understanding NFRA’s expectations helps auditors avoid
disciplinary actions & improve audit quality.


📌 For Audit Firms – Implementing strong quality controls can prevent regulatory
scrutiny & penalties.


📌 For Companies – Proper financial reporting ensures regulatory compliance &
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investor trust.
📌 For Students & Professionals – Real-world case studies help develop expertise in
audit failures & risk assessment.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Detailed guidance on NFRA compliance for audit firms?


📌 Best practices to follow for avoiding NFRA penalties?

📌 A deeper dive into a specific case study or standard?

Let me know how you’d like to proceed! 😊

Please provide the Standards on Auditing, its contents, compliances and
substantive procedures to be complied and what the auditors have fained
wrt the same

📌 STANDARDS ON AUDITING (SAs): DETAILED OVERVIEW

The Standards on Auditing (SAs) issued by the Institute of Chartered Accountants of
India (ICAI) are essential guidelines that auditors must follow when conducting audits of
financial statements. NFRA’s orders have highlighted multiple violations of these
SAs, leading to regulatory action against auditors.

This document provides a detailed breakdown of key SAs, their contents, compliance
requirements, substantive procedures, and audit failures noted by NFRA.

📂 LIST OF IMPORTANT STANDARDS ON AUDITING (SAs) &
NFRA FINDINGS

SA
No. SA Title

Key Contents &
Compliance Requirements

Common NFRA Audit
Failures

SA
200

Overall
Objectives of the
Independent
Auditor

- Auditor must obtain
reasonable assurance that
financials are free from
material misstatements. 


- Apply professional
skepticism & professional
judgment throughout the
audit.

- Over-reliance on
management explanations
(Coffee Day Global Ltd,
IL&FS). 


- Lack of independent
verification.

SA
210

Agreeing the
Terms of Audit
Engagement

- Auditor must ensure the
engagement letter includes
scope, responsibilities,
limitations, and fees.

- Missing engagement letter
or improperly appointed
auditor (DHFL case).
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SA
No. SA Title

Key Contents &
Compliance Requirements

Common NFRA Audit
Failures

SA
220

Quality Control
for an Audit of
Financial
Statements

- Engagement partner must
ensure audit quality and
compliance with ICAI Code
of Ethics.

- Lack of proper supervision
& engagement quality
review (Coffee Day Global
Ltd).

SA
230

Audit
Documentation

- Auditor must maintain
detailed working papers to
support conclusions.

- Missing or tampered
documentation (Coffee Day
Global Ltd – Excel files
were modified post-audit).

SA
240

Auditor's
Responsibilities
Relating to Fraud

- Auditor must assess fraud
risks, test journal entries,
and verify related-party
transactions.

- Ignored fraud indicators
(Reliance Capital Ltd,
Coffee Day Global Ltd). 
- Failure to report fraud under
Section 143(12) of
Companies Act.

SA
250

Consideration of
Laws and
Regulations

- Auditor must ensure
compliance with laws &
report any violations.

- Ignored regulatory non-
compliance (IL&FS – Failure
to check RBI norms for
financial institutions).

SA
260

Communication
with Those
Charged with
Governance

- Auditor must communicate
audit findings, fraud risks,
and key concerns to the
audit committee.

- No evidence of key
concerns being
communicated (Reliance
Capital Ltd).

SA
299

Responsibilities
of Joint Auditors

- Joint auditors must perform
independent procedures &
issue their own conclusions.

- One auditor relied entirely
on another’s work
(Reliance Capital Ltd).

SA
300

Planning an
Audit of Financial
Statements

- Auditor must assess
materiality, risk factors,
and fraud risks before audit
execution.

- No audit plan found in
working papers (Sun & Shine
Worldwide Ltd).

SA
315

Identifying and
Assessing Risks
of Material
Misstatement

- Auditor must assess
control weaknesses and
test significant financial
areas.

- Ignored internal control
failures (Women Next
Loungeries Ltd).

SA
320

Materiality in
Planning &
Performing an
Audit

- Auditor must determine
performance materiality
and focus on high-risk areas.

- No materiality assessment
found in audit work papers
(IL&FS).

SA
330

Auditor’s
Response to
Risks

- Auditor must test financial
controls and adjust audit
strategy based on risk
assessment.

- No testing of controls
despite known issues (Sobha
Ltd).
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SA
No. SA Title

Key Contents &
Compliance Requirements

Common NFRA Audit
Failures

SA
500

Audit Evidence - Auditor must obtain
sufficient and appropriate
evidence to form an opinion.

- No evidence to support
audit conclusions (CMI Ltd).

SA
505

External
Confirmations

- Auditor must obtain
independent confirmations
for bank balances, loans,
and trade receivables.

- Auditor did not obtain
external confirmations (Sun &
Shine Worldwide Ltd).

SA
550

Related Parties - Auditor must verify
transactions between the
company and its related
parties.

- Ignored undisclosed
related-party transactions
(Lexus Granito India Ltd).

SA
570

Going Concern - Auditor must evaluate
whether the company can
continue operations for
the next 12 months.

- Ignored severe financial
distress and debt defaults
(Jaiprakash Associates Ltd,
IL&FS).

SA
700

Forming an
Opinion &
Reporting on
Financial
Statements

- Auditor must issue a
modified opinion if
material misstatements
exist.

- Clean reports issued despite
financial statement
misstatements (DHFL, SRS
Ltd).

SA
705

Modifications to
the Opinion in
the Independent
Auditor’s Report

- Auditor must issue a
qualified, adverse, or
disclaimer opinion if
necessary.

- No modified opinion despite
clear misstatements (IL&FS,
Jaiprakash Associates Ltd).

📌 SUBSTANTIVE PROCEDURES TO BE COMPLIED WITH FOR
EACH SA

SA
No. Substantive Audit Procedures Required

SA
200

Apply professional skepticism, verify documents independently, test fraud risks.

SA
230

Maintain proper audit documentation, working papers, and evidence for all
conclusions.

SA
240

Analyze journal entries, examine revenue transactions for fraud risks, and test
management override.

SA
300

Conduct risk assessment before starting the audit, document audit strategy.
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SA
No. Substantive Audit Procedures Required

SA
500

Obtain external confirmations, review financial contracts, physically inspect
assets.

SA
550

Obtain confirmations of related-party transactions, check Board approvals.

SA
570

Assess liquidity ratios, review loan defaults, analyze financial projections.

SA
700

Ensure financial statements are free from material misstatements, modify
opinion if needed.

📌 MAJOR NFRA FINDINGS ON NON-COMPLIANCE WITH SAs

🔴 Fraud Risk Ignored: Reliance Capital Ltd & Coffee Day Global Ltd auditors failed
to assess fraud indicators under SA 240.


🔴 Missing Audit Documentation: DHFL & Nicco Uco Alliance Credit Ltd audits were
declared unreliable due to SA 230 violations.


🔴 No External Confirmations Taken: Sun & Shine Worldwide Ltd & Lexus Granito
India Ltd ignored SA 505 requirements.


🔴 Clean Opinions on Fraudulent Companies: IL&FS & Jaiprakash Associates Ltd
auditors failed to modify their opinions under SA 705.

📌 HOW AUDITORS CAN AVOID NFRA PENALTIES

✔ Strictly follow SA requirements – Auditors must document every procedure and
retain sufficient evidence.


✔ Challenge management assertions – Apply professional skepticism and obtain
external confirmations.


✔ Properly assess fraud risks – Conduct detailed transaction reviews & test journal
entries for manipulation.


✔ Report financial irregularities – If fraud is suspected, auditors must report it under
Section 143(12) of the Companies Act.


✔ Issue modified opinions where necessary – If material misstatements exist, the
auditor must qualify or disclaim their report.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Case-study-based SA violations & NFRA penalties?


📌 Best practices for audit compliance with NFRA?

📌 Guidance on preparing audit working papers & documentation?
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Let me know how you'd like to proceed! 😊

Please breakdown the above case reference wise

📌 NFRA CASE STUDIES & CORRESPONDING SA VIOLATIONS –
BREAKDOWN BY REFERENCE

This section provides a detailed case-wise breakdown of NFRA’s findings, linking
each audit failure to the relevant Standards on Auditing (SAs) and substantive
procedures that were violated.

📂 CASE STUDY 1: Dewan Housing Finance Ltd (DHFL)

📍 Key Audit Failure: Improper Auditor Appointment & Lack of Documentation

Issue Identified
NFRA
Findings Violated SA

Substantive Procedure
Required

Improper
appointment of
branch auditors

Audit
engagement
was not
properly
approved

SA 210 –
Agreeing the
Terms of Audit
Engagement

Ensure audit appointments
are legally valid &
approved by the
appropriate authority

Lack of audit
documentation

No records of
audit
procedures
performed

SA 230 – Audit
Documentation

Maintain proper working
papers & supporting
evidence for conclusions

Failure to modify
opinion despite
material
misstatements

Clean report
issued despite
missing
financial data

SA 700 –
Forming an
Opinion on
Financial
Statements

Modify audit opinion if
material misstatements
exist

📂 CASE STUDY 2: Coffee Day Global Ltd (CDGL)

📍 Key Audit Failure: Auditor Independence Violation & Fraud Risk Ignored

Issue
Identified NFRA Findings Violated SA

Substantive Procedure
Required

Auditor
independence
compromised

Auditor had
financial &
personal ties with
the company

SA 200 – Overall
Audit Objectives

Maintain independence &
objectivity in all audit
engagements



39/92

Issue
Identified NFRA Findings Violated SA

Substantive Procedure
Required

Tampering of
audit file

68 Excel files
modified post-
audit

SA 230 – Audit
Documentation

Maintain audit working
papers securely without
post-audit modifications

Failure to
detect
₹3,769.61 Cr
fraud

Auditor did not
examine related-
party transactions

SA 240 –
Auditor’s
Responsibilities
Related to Fraud

Conduct detailed
analysis of journal
entries & test high-risk
transactions

Failure to
report fraud
to NFRA

Auditor did not
report financial
irregularities

Section 143(12) of
Companies Act

Report suspected fraud
to regulators immediately

📂 CASE STUDY 3: Sun & Shine Worldwide Ltd (SSWL)

📍 Key Audit Failure: Revenue Recognition & Sampling Errors

Issue Identified NFRA Findings Violated SA
Substantive
Procedure Required

Failure to
evaluate
revenue
recognition
policy

Auditor ignored a
1099% revenue spike

SA 200 –
Overall Audit
Objectives

Verify revenue
transactions for
genuineness &
consistency

Audit planning
was missing

No documented audit
plan or risk assessment

SA 300 –
Planning an
Audit

Prepare a detailed
risk assessment &
audit plan before
starting

Incorrect audit
sampling
method

Company selected its
own audit samples

SA 530 –
Audit
Sampling

Auditor must
independently select
audit samples to
avoid bias

No external
confirmations
obtained

Auditor relied on
management data
without third-party
verification

SA 505 –
External
Confirmations

Obtain bank,
customer & vendor
confirmations for
balances

📂 CASE STUDY 4: Reliance Capital Ltd (RCL)

📍 Key Audit Failure: Joint Auditor Responsibilities & Fraud Reporting

Issue Identified
NFRA
Findings Violated SA

Substantive Procedure
Required
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Issue Identified
NFRA
Findings Violated SA

Substantive Procedure
Required

Failure to perform
independent
audit procedures

Joint auditor
relied on
another firm’s
work

SA 299 –
Responsibilities
of Joint
Auditors

Each joint auditor must
conduct independent
testing & report separately

Failure to
investigate
fraudulent
transactions

Auditor ignored
fraud in loan
disbursements

SA 200 –
Overall Audit
Objectives

Test loan transactions &
third-party fund transfers

Failure to report
fraud to NFRA

Auditor did not
escalate fraud
risks

Section 143(12)
of Companies
Act

Report suspected fraud to
NFRA & MCA immediately

📂 CASE STUDY 5: CMI Ltd

📍 Key Audit Failure: Lack of Audit Evidence & External Confirmations

Issue Identified NFRA Findings Violated SA
Substantive Procedure
Required

Lack of
sufficient audit
evidence

No supporting
documents for
revenue &
expenses

SA 500 –
Audit
Evidence

Collect bank statements,
invoices, contracts to
support transactions

Failure to
obtain external
confirmations

Auditor relied on
management
balances

SA 505 –
External
Confirmations

Obtain third-party
confirmations from banks
& creditors

📂 CASE STUDY 6: SRS Ltd

📍 Key Audit Failure: Material Misstatements & Lack of Skepticism

Issue Identified NFRA Findings Violated SA

Substantive
Procedure
Required

Material
misstatements in
financial
statements

Auditor ignored revenue
& liability errors

SA 700 –
Forming an
Opinion

Modify opinion for
incorrect financial
reporting

Lack of
professional
skepticism

Auditor accepted
management
explanations without
checking

SA 200 –
Overall Audit
Objectives

Independently
verify all high-risk
transactions
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📂 CASE STUDY 7: Women Next Loungeries Ltd

📍 Key Audit Failure: Internal Control Weaknesses

Issue
Identified NFRA Findings Violated SA

Substantive
Procedure Required

Weak
internal
controls

Auditor failed to
assess risks
properly

SA 315 – Risk of Material
Misstatement

Evaluate internal
controls & test
effectiveness

Failure to
assess
fraud risk

No fraud risk
assessment
conducted

SA 240 – Auditor’s
Responsibilities Related
to Fraud

Identify high-risk
areas for potential
fraud

📂 CASE STUDY 8: Infrastructure Leasing & Financial Services
Ltd (IL&FS)

📍 Key Audit Failure: Ignoring Going Concern Risks

Issue Identified NFRA Findings Violated SA
Substantive
Procedure Required

Failure to
assess going
concern
assumption

Company had severe
financial distress, but
auditor ignored it

SA 570 – Going
Concern

Analyze financial
viability, loan
defaults & liquidity
ratios

Ignoring fraud
risk indicators

Debt obligations were
hidden

SA 240 –
Responsibilities
Related to
Fraud

Investigate off-
balance sheet
transactions

📌 FINAL INSIGHTS FROM NFRA CASES

🔹 Common Compliance Issues Noted by NFRA

🔴 Failure to verify revenue recognition & related-party transactions (SA 550, SA
115)


🔴 Audit documentation tampering & missing working papers (SA 230)

🔴 Failure to assess fraud risks & management override (SA 240)


🔴 Not issuing modified opinions despite clear financial misstatements (SA 700,
SA 705)

🔹 How Auditors Can Improve Compliance?
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✔ Apply professional skepticism & challenge management assertions
✔ Ensure independent verification of key financial transactions


✔ Document every audit procedure & obtain external confirmations

✔ Report fraud risks immediately to NFRA & regulators

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Detailed guidance on SA compliance in real audits?


📌 Templates for audit documentation & risk assessment?

📌 Best practices for avoiding NFRA penalties?

Let me know your preference! 😊

What should have been done by the auditors based on which NFRA order
could have been avoided

📌 HOW AUDITORS COULD HAVE AVOIDED NFRA ORDERS:
BEST PRACTICES & COMPLIANCE MEASURES

NFRA's enforcement actions primarily resulted from audit failures related to
documentation, fraud detection, professional skepticism, and reporting standards.
Below is a case-wise breakdown of what auditors should have done differently to
ensure compliance with Standards on Auditing (SAs) and avoid NFRA penalties.

📂 CASE STUDY 1: Dewan Housing Finance Ltd (DHFL)

📍 Key NFRA Findings:

🔴 Improper auditor appointment & engagement procedures.


🔴 Lack of audit documentation to support conclusions.

🔴 Issued an unmodified opinion despite material misstatements.

✅ What the Auditor Should Have Done to Avoid NFRA Action:

Issue Corrective Action for Compliance SA Reference

Improper
auditor
appointment

Verify appointment under Companies Act,
2013 & ensure proper approval by the
Board/Shareholders.

SA 210 – Terms of
Audit Engagement

Lack of audit
documentation

Maintain proper working papers & audit
trail to support findings.

SA 230 – Audit
Documentation

Failure to
modify opinion
despite errors

Issue a qualified/adverse opinion when
material misstatements exist.

SA 700 & SA 705 –
Forming an Audit
Opinion
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📂 CASE STUDY 2: Coffee Day Global Ltd (CDGL)

📍 Key NFRA Findings:
🔴 Auditor’s independence was compromised.


🔴 Audit documentation was modified after submission to NFRA.

🔴 Failure to detect ₹3,769.61 Cr fraud in related-party transactions.

✅ What the Auditor Should Have Done to Avoid NFRA Action:

Issue Corrective Action for Compliance SA Reference

Auditor
independence
violation

Decline the engagement due to a conflict of
interest & ensure compliance with ICAI’s
Code of Ethics.

SA 200 –
Professional
Skepticism &
Ethical Conduct

Tampering with
audit file after
submission

Maintain secure & unchanged audit
documentation as per ICAI & NFRA norms.

SA 230 – Audit
Documentation

Failure to
detect fraud

Conduct detailed testing of related-party
transactions, including bank transfers,
vendor payments, and hidden loans.

SA 240 – Auditor’s
Responsibilities
Relating to Fraud

Failure to
report fraud
under
Companies Act

Report fraud to NFRA, SEBI, & RBI as per
Section 143(12) of Companies Act.

Companies Act,
2013

📂 CASE STUDY 3: Sun & Shine Worldwide Ltd (SSWL)

📍 Key NFRA Findings:

🔴 1099% revenue growth not questioned.


🔴 No audit plan or risk assessment was found in the working papers.

🔴 Audit samples were selected by the company, not independently by the auditor.

✅ What the Auditor Should Have Done to Avoid NFRA Action:

Issue Corrective Action for Compliance SA Reference

Revenue
recognition
manipulation

Verify revenue contracts, test
transactions, & ensure proper cutoff
testing.

SA 500 – Audit
Evidence & Ind AS 115
– Revenue Recognition

No audit
planning &
risk
assessment

Conduct risk assessment before starting
the audit & document findings in an Audit
Planning Memorandum.

SA 300 – Planning an
Audit
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Issue Corrective Action for Compliance SA Reference

Company-
selected
audit
samples

Auditor must independently select audit
samples based on risk factors.

SA 530 – Audit
Sampling

No external
confirmations
obtained

Obtain independent third-party
confirmations for revenue transactions.

SA 505 – External
Confirmations

📂 CASE STUDY 4: Reliance Capital Ltd (RCL)

📍 Key NFRA Findings:

🔴 One joint auditor relied entirely on another’s work.


🔴 Fraudulent loans & investments were ignored.

🔴 Fraud was reported by one auditor but denied by the other.

✅ What the Auditor Should Have Done to Avoid NFRA Action:

Issue Corrective Action for Compliance SA Reference

Joint auditor
reliance on
another’s work

Each auditor must perform
independent procedures & issue
separate findings.

SA 299 –
Responsibilities of
Joint Auditors

Failure to
investigate
fraudulent
loans

Conduct detailed risk assessment for
loans, review customer KYC, bank
records & fund flow.

SA 240 – Detecting
Fraud & SA 315 – Risk
Identification

Failure to report
fraud

Report fraud to NFRA & the
government under Section 143(12).

Companies Act, 2013

📂 CASE STUDY 5: IL&FS (Infrastructure Leasing & Financial
Services Ltd)

📍 Key NFRA Findings:

🔴 Ignored major financial distress & risk of default.


🔴 No risk assessment despite financial red flags.

🔴 Issued a clean opinion instead of highlighting concerns.

✅ What the Auditor Should Have Done to Avoid NFRA Action:

Issue
Corrective Action for
Compliance SA Reference
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Issue
Corrective Action for
Compliance SA Reference

Failure to assess going
concern assumption

Assess financial viability,
review loan defaults & cash
flow statements.

SA 570 – Going
Concern

Ignored financial distress
signals

Perform stress testing,
liquidity analysis, and debt
covenant reviews.

SA 315 – Risk
Assessment

Issued an unmodified
opinion despite clear
financial distress

Issue a qualified or adverse
opinion if a company is in
financial distress.

SA 705 –
Modifications to the
Auditor’s Opinion

📌 FINAL RECOMMENDATIONS: HOW AUDITORS CAN AVOID
NFRA PENALTIES

🔹 1. Maintain Strong Documentation

✔ Keep a complete audit trail to support findings (SA 230).

✔ Store audit working papers securely and unaltered.

🔹 2. Apply Professional Skepticism

✔ Independently verify management claims—do not rely solely on explanations.

✔ Conduct detailed fraud risk assessment for related-party transactions & high-risk

accounts (SA 240).

🔹 3. Ensure Proper Audit Planning & Sampling

✔ Conduct preliminary risk assessment & document audit strategy (SA 300).

✔ Select audit samples independently, not by management (SA 530).

🔹 4. Modify Audit Opinion Where Necessary

✔ If a company is in distress, issue a modified opinion (SA 705).

✔ Highlight red flags in audit reports rather than issuing a clean opinion.

🔹 5. Report Financial Irregularities Immediately

✔ If fraud is detected, report it to NFRA, SEBI & RBI (Section 143(12) of the
Companies Act).


✔ Do not delay fraud reporting due to client pressure or conflicts of interest.

📌 NEXT STEPS: HOW CAN I HELP YOU?
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Would you like:
📌 Case-based audit checklists for compliance?


📌 Templates for audit documentation & risk assessments?

📌 Industry-specific guidance on NFRA compliance?

Let me know how you’d like to proceed! 😊

All our responses must be from the contents of the file uploaded only.
keeping that in mind please provide the above 3

📌 AUDIT CHECKLISTS, DOCUMENTATION TEMPLATES & NFRA
COMPLIANCE GUIDANCE

Based on the contents of the NFRA Orders and Learnings Therefrom – WIRC of ICAI,
here are three key sections covering:


📌 Audit checklists for compliance

📌 Templates for audit documentation & risk assessments


📌 Industry-specific NFRA compliance guidance

📌 1. AUDIT CHECKLISTS FOR COMPLIANCE

🔹 Key Elements of an Effective Audit Checklist

An audit checklist ensures compliance with Standards on Auditing (SAs) and helps in
avoiding NFRA penalties. Below is a structured audit compliance checklist based on
NFRA observations.

Checklist Item
Relevant
SA NFRA Observations & Non-Compliance Cases

Engagement
Acceptance &
Planning

SA 210
& SA
300

Auditors failed to properly document engagement
acceptance & risk assessment (DHFL, SSWL cases)​

Audit
Documentation

SA 230 Audit working papers were missing, incomplete, or
altered post-audit (Coffee Day Global, IL&FS cases)​

Fraud Risk
Assessment

SA 240 No fraud risk assessment performed despite financial
misstatements (Reliance Capital Ltd, IL&FS)​

Revenue
Recognition
Testing

SA 500
& Ind AS
115

Auditors ignored revenue fraud indicators (Sun &
Shine Worldwide Ltd, PSP Projects Ltd)​

External
Confirmations

SA 505 Auditors failed to obtain third-party confirmations for
bank balances & receivables (CMI Ltd, Lexus Granito
India Ltd)​
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Checklist Item
Relevant
SA NFRA Observations & Non-Compliance Cases

Going Concern
Evaluation

SA 570 Ignored liquidity risks & debt defaults (Jaiprakash
Associates Ltd, IL&FS)​

Related Party
Transactions

SA 550 Failure to verify related-party dealings (Lexus Granito
India Ltd, IL&FS)​

Audit Opinion &
Reporting

SA 700
& SA
705

Auditors issued clean reports despite material
misstatements (DHFL, SRS Ltd, IL&FS)​

✔ Actionable Takeaway: Auditors must follow these SA-specific procedures and
document every step to avoid NFRA penalties.

📌 2. TEMPLATES FOR AUDIT DOCUMENTATION & RISK
ASSESSMENTS

🔹 Importance of Audit Working Papers (SA 230)

Audit documentation must clearly record:

✅ Nature, timing, and extent of audit procedures performed

✅ Audit evidence obtained & conclusions drawn

✅ Professional judgments made

NFRA identified critical gaps in audit documentation, particularly in cases like IL&FS,
DHFL, and Coffee Day Global​.

🔹 Standard Audit Documentation Templates

The following templates align with SA 230 requirements and ensure proper audit
documentation:

📑 Template 1: Audit Planning & Risk Assessment Checklist (SA 300 & SA 315)

Audit Step Details Documented Evidence

Identify key risks Business risks, industry trends Risk assessment memo

Define materiality levels Financial thresholds Materiality worksheet

Establish audit strategy Scope, audit timeline Audit plan document

✔ Use Case: Helps in structuring audit execution, preventing NFRA non-compliance
on risk assessments.

📑 Template 2: Audit Evidence Documentation (SA 500)
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Evidence Type Required Supporting DocumentsEvidence Type Required Supporting Documents

Revenue Recognition Testing Sales invoices, GST filings, contract copies

Related-Party Transactions Board approvals, transaction logs, confirmations

Loan & Debt Verification Bank statements, debt covenants

✔ Use Case: Ensures auditors maintain audit evidence, reducing the risk of NFRA
findings on lack of substantive testing.

📑 Template 3: External Confirmations Tracker (SA 505)

Account Type Third-Party Confirmation Source Status

Bank Balances Bank confirmation letters ✅ Received

Trade Receivables Customer confirmations ❌ Pending

✔ Use Case: Helps auditors track confirmations efficiently, ensuring compliance with
SA 505.

📌 3. INDUSTRY-SPECIFIC NFRA COMPLIANCE GUIDANCE

🔹 Sector-Specific Compliance Issues Identified by NFRA

NFRA’s reports highlight common compliance gaps in different industries. Below are
key industry-specific compliance measures based on NFRA findings.

🏢 1. Financial Services Sector (Banks, NBFCs, Insurance)

📌 NFRA Findings:

IL&FS, Reliance Capital Ltd audits failed due to inadequate going concern
assessments & loan misclassifications.
No impairment testing performed under Ind AS 109.

✅ Key Compliance Measures:

✔ Conduct Expected Credit Loss (ECL) assessment under Ind AS 109.


✔ Verify related-party lending practices.

✔ Review loan classification & provisioning to prevent fraud risks.

🏗️ 2. Infrastructure & Real Estate

📌 NFRA Findings:

PSP Projects Ltd audit failed due to improper revenue recognition.
Lack of contract cost verification & milestone-based revenue testing.
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✅ Key Compliance Measures:
✔ Test contract revenue recognition as per Ind AS 115.


✔ Verify work completion milestones & unbilled revenue accounting.

✔ Review contingent liabilities for project delays.

🏭 3. Manufacturing & FMCG

📌 NFRA Findings:

CMI Ltd & Lexus Granito India Ltd audits failed due to lack of inventory
verification.
Auditors failed to test inventory existence & valuation (SA 501).

✅ Key Compliance Measures:

✔ Conduct physical stock verification & cutoff testing.


✔ Ensure independent pricing checks to prevent inventory fraud.

📡 4. IT & Services Industry

📌 NFRA Findings:

Revenue fraud detected in Coffee Day Global & Sun & Shine Worldwide Ltd
audits.
Auditors ignored related-party revenue transactions & fake invoices.

✅ Key Compliance Measures:

✔ Test contract revenue recognition & IT service milestones.


✔ Verify intangible asset valuation & software development costs.

✔ Ensure proper foreign exchange reporting for offshore contracts.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS

🔹 Use structured audit checklists to ensure SA compliance & prevent NFRA
penalties.


🔹 Implement standard audit documentation templates to meet SA 230
requirements.


🔹 Follow industry-specific compliance measures to address high-risk areas in
audits.

✔ Following these practices can significantly reduce the risk of NFRA actions and
penalties.

📌 NEXT STEPS: HOW CAN I HELP YOU?
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Would you like:
📌 Editable audit documentation templates?


📌 Sector-wise audit risk assessment guides?

📌 Guidance on NFRA compliance reporting?

Let me know how you'd like to proceed! 😊

yes again from the file contents

📌 AUDIT DOCUMENTATION TEMPLATES, RISK ASSESSMENT
GUIDES & NFRA COMPLIANCE REPORTING

Based on the NFRA Orders and Learnings Therefrom – WIRC of ICAI, here are three
key areas covered in-depth:


📌 Editable audit documentation templates

📌 Sector-wise audit risk assessment guides


📌 NFRA compliance reporting guidance

📂 1. EDITABLE AUDIT DOCUMENTATION TEMPLATES

🔹 Importance of Audit Documentation (SA 230)

NFRA has highlighted multiple cases where auditors failed to maintain sufficient and
appropriate documentation, leading to serious regulatory actions​.

🔹 Template 1: Audit Planning & Risk Assessment Checklist (SA 300 & SA
315)

Audit Step Details
Documented Evidence
Required

Identify key risks Business risks, industry
trends

Risk assessment memo

Define materiality
levels

Financial thresholds Materiality worksheet

Establish audit
strategy

Scope, audit timeline Audit plan document

✔ Use Case: Helps in structuring audit execution and ensuring NFRA compliance on
risk assessments​.

🔹 Template 2: Audit Evidence Documentation (SA 500)

Evidence Type Required Supporting Documents
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Evidence Type Required Supporting Documents

Revenue Recognition Testing Sales invoices, GST filings, contract copies

Related-Party Transactions Board approvals, transaction logs, confirmations

Loan & Debt Verification Bank statements, debt covenants

✔ Use Case: Ensures auditors maintain audit evidence, reducing NFRA’s findings on
lack of substantive testing​.

📂 2. SECTOR-WISE AUDIT RISK ASSESSMENT GUIDES

🔹 Industry-Specific Compliance Issues Identified by NFRA

NFRA’s reports highlight common compliance gaps across various industries. Below
are key industry-specific compliance measures based on NFRA findings​.

🏢 Financial Services Sector (Banks, NBFCs, Insurance)

📌 NFRA Findings:

IL&FS, Reliance Capital Ltd audits failed due to inadequate going concern
assessments & loan misclassifications.
No impairment testing performed under Ind AS 109​.

✅ Key Compliance Measures:
✔ Conduct Expected Credit Loss (ECL) assessment under Ind AS 109.


✔ Verify related-party lending practices.

✔ Review loan classification & provisioning to prevent fraud risks​.

🏗️ Infrastructure & Real Estate

📌 NFRA Findings:

PSP Projects Ltd audit failed due to improper revenue recognition.
Lack of contract cost verification & milestone-based revenue testing​.

✅ Key Compliance Measures:

✔ Test contract revenue recognition as per Ind AS 115.


✔ Verify work completion milestones & unbilled revenue accounting.

✔ Review contingent liabilities for project delays​.

🏭 Manufacturing & FMCG

📌 NFRA Findings:

CMI Ltd & Lexus Granito India Ltd audits failed due to lack of inventory
verification.
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Auditors failed to test inventory existence & valuation (SA 501)​.

✅ Key Compliance Measures:

✔ Conduct physical stock verification & cutoff testing.


✔ Ensure independent pricing checks to prevent inventory fraud​.

📡 IT & Services Industry

📌 NFRA Findings:

Revenue fraud detected in Coffee Day Global & Sun & Shine Worldwide Ltd
audits.
Auditors ignored related-party revenue transactions & fake invoices​.

✅ Key Compliance Measures:

✔ Test contract revenue recognition & IT service milestones.


✔ Verify intangible asset valuation & software development costs.

✔ Ensure proper foreign exchange reporting for offshore contracts​.

📂 3. NFRA COMPLIANCE REPORTING GUIDANCE

🔹 How to Ensure Proper Reporting to NFRA?

📌 Common NFRA Findings:

Failure to report fraud risks under Section 143(12).
Inadequate disclosures in audit reports.
Clean audit opinions issued despite material misstatements​.

✅ Key Compliance Measures for NFRA Reporting:

✔ Fraud Reporting:

Auditors must report fraud risks immediately under Section 143(12) of the
Companies Act​.
If fraud indicators exist, auditors should not issue a clean audit opinion​.

✔ Audit Opinion Modifications (SA 700 & SA 705):

If financial statements contain material misstatements, the auditor must modify the
audit opinion.
NFRA penalized auditors who issued unmodified opinions despite clear red flags​.

✔ Documentation Standards (SA 230):

NFRA found auditors tampering with audit files post-audit.
Auditors must retain proper records of audit procedures, judgments &
evidence​.
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✔ Regulatory Communication (SA 260):

Auditors must communicate audit findings, fraud risks, and key concerns to
regulators & those charged with governance.
NFRA observed that many auditors failed to escalate financial reporting issues​.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS

🔹 Use structured audit checklists to ensure SA compliance & prevent NFRA
penalties​.


🔹 Implement standard audit documentation templates to meet SA 230
requirements​.


🔹 Follow industry-specific compliance measures to address high-risk areas in
audits​.

✔ Following these practices can significantly reduce the risk of NFRA actions and
penalties.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable audit documentation templates (Excel/PDF)?


📌 Sector-wise audit risk assessment guides in detailed format?

📌 NFRA compliance reporting templates for auditors?

Let me know how you'd like to proceed! 😊

Please , again from the file contents

📌 AUDIT DOCUMENTATION TEMPLATES, SECTOR-WISE RISK
ASSESSMENT & NFRA COMPLIANCE REPORTING

Based on the contents of the NFRA Orders and Learnings Therefrom – WIRC of ICAI,
here are three key deliverables:

📌 Editable audit documentation templates

📌 Sector-wise audit risk assessment guides


📌 NFRA compliance reporting templates for auditors

📂 1. EDITABLE AUDIT DOCUMENTATION TEMPLATES

🔹 Overview of SA 230 – Audit Documentation
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Audit documentation is critical for ensuring compliance with Standards on Auditing
(SAs) and demonstrating the auditor’s adherence to professional standards. NFRA has
penalized multiple auditors for failing to maintain proper documentation​.

🔹 Key Templates Based on NFRA Findings

📑 Template 1: Audit Planning & Risk Assessment (SA 300 & SA 315)

Audit Step Details
Required
Documentation

Identify key risks Evaluate industry trends & financial
risks

Risk assessment memo

Materiality
assessment

Define thresholds for materiality Materiality worksheet

Develop audit
strategy

Define scope, audit timeline & key
areas

Audit plan document

✅ Use Case: Ensures risk-based audit planning & compliance with NFRA reporting
expectations​.

📑 Template 2: Audit Evidence Documentation (SA 500)

Evidence Type Required Supporting Documents

Revenue Recognition Testing Sales invoices, GST filings, contract copies

Related-Party Transactions Board approvals, transaction logs, confirmations

Loan & Debt Verification Bank statements, debt covenants

✅ Use Case: Helps in maintaining proper audit evidence, addressing NFRA’s concerns
on audit failures​.

📑 Template 3: External Confirmations Tracker (SA 505)

Account Type Third-Party Confirmation Source Status

Bank Balances Bank confirmation letters ✅ Received

Trade Receivables Customer confirmations ❌ Pending

✅ Use Case: Helps auditors ensure proper external confirmation procedures, which
were found lacking in NFRA reviews​.

📂 2. SECTOR-WISE AUDIT RISK ASSESSMENT GUIDES

🔹
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🔹 Key Industry-Specific Risks Identified by NFRA

NFRA has identified repeated audit failures across different industries due to non-
compliance with Standards on Auditing (SAs)​.

🏢 Financial Services (Banks, NBFCs, Insurance)

📌 NFRA Findings:

IL&FS, Reliance Capital Ltd audits failed due to inadequate going concern
assessments & loan misclassifications​.
No impairment testing performed under Ind AS 109.

✅ Key Compliance Measures:

✔ Conduct Expected Credit Loss (ECL) assessment under Ind AS 109.


✔ Verify related-party lending practices.

✔ Review loan classification & provisioning to prevent fraud risks.

🏗️ Infrastructure & Real Estate

📌 NFRA Findings:

PSP Projects Ltd audit failed due to improper revenue recognition.
Lack of contract cost verification & milestone-based revenue testing.

✅ Key Compliance Measures:

✔ Test contract revenue recognition as per Ind AS 115.


✔ Verify work completion milestones & unbilled revenue accounting.

✔ Review contingent liabilities for project delays.

🏭 Manufacturing & FMCG

📌 NFRA Findings:

CMI Ltd & Lexus Granito India Ltd audits failed due to lack of inventory
verification.
Auditors failed to test inventory existence & valuation (SA 501).

✅ Key Compliance Measures:

✔ Conduct physical stock verification & cutoff testing.


✔ Ensure independent pricing checks to prevent inventory fraud.

📡 IT & Services Industry

📌 NFRA Findings:

Revenue fraud detected in Coffee Day Global & Sun & Shine Worldwide Ltd
audits.
Auditors ignored related-party revenue transactions & fake invoices.
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✅ Key Compliance Measures:
✔ Test contract revenue recognition & IT service milestones.


✔ Verify intangible asset valuation & software development costs.

✔ Ensure proper foreign exchange reporting for offshore contracts.

📂 3. NFRA COMPLIANCE REPORTING TEMPLATES FOR
AUDITORS

🔹 How to Ensure Proper Reporting to NFRA?

📌 Common NFRA Findings:

Failure to report fraud risks under Section 143(12).
Inadequate disclosures in audit reports.
Clean audit opinions issued despite material misstatements​.

✅ Key Compliance Measures for NFRA Reporting:

✔ Fraud Reporting:

Auditors must report fraud risks immediately under Section 143(12) of the
Companies Act​.
If fraud indicators exist, auditors should not issue a clean audit opinion.

✔ Audit Opinion Modifications (SA 700 & SA 705):

If financial statements contain material misstatements, the auditor must modify the
audit opinion.
NFRA penalized auditors who issued unmodified opinions despite clear red flags​.

✔ Documentation Standards (SA 230):

NFRA found auditors tampering with audit files post-audit.
Auditors must retain proper records of audit procedures, judgments &
evidence​.

✔ Regulatory Communication (SA 260):

Auditors must communicate audit findings, fraud risks, and key concerns to
regulators & those charged with governance.
NFRA observed that many auditors failed to escalate financial reporting issues​.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS

🔹 Use structured audit checklists to ensure SA compliance & prevent NFRA
penalties​.


🔹 Implement standard audit documentation templates to meet SA 230
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requirements​.
🔹 Follow industry-specific compliance measures to address high-risk areas in
audits​.

✔ Following these practices can significantly reduce the risk of NFRA actions and
penalties.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable audit documentation templates (Excel/PDF)?


📌 Sector-wise audit risk assessment guides in detailed format?

📌 NFRA compliance reporting templates for auditors?

Let me know how you'd like to proceed! 😊

Yes, from the file contents

📌 AUDIT DOCUMENTATION TEMPLATES, SECTOR-WISE RISK
ASSESSMENT & NFRA COMPLIANCE REPORTING

Based on the contents of the NFRA Orders and Learnings Therefrom – WIRC of ICAI,
here are three critical compliance resources:

📌 Editable audit documentation templates

📌 Sector-wise audit risk assessment guides


📌 NFRA compliance reporting templates for auditors

📂 1. EDITABLE AUDIT DOCUMENTATION TEMPLATES

🔹 Key Templates Based on NFRA Findings

NFRA has highlighted multiple cases where audit documentation deficiencies led to
regulatory actions, particularly violations of SA 230 (Audit Documentation)​.

📑 Template 1: Audit Planning & Risk Assessment (SA 300 & SA 315)

Audit Step Details
Required
Documentation

Identify key risks Evaluate industry trends & financial
risks

Risk assessment memo

Materiality
assessment

Define thresholds for materiality Materiality worksheet
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Audit Step Details
Required
Documentation

Develop audit
strategy

Define scope, audit timeline & key
areas

Audit plan document

✅ Use Case: Helps ensure risk-based audit planning & compliance with NFRA
reporting expectations​.

📑 Template 2: Audit Evidence Documentation (SA 500)

Evidence Type Required Supporting Documents

Revenue Recognition Testing Sales invoices, GST filings, contract copies

Related-Party Transactions Board approvals, transaction logs, confirmations

Loan & Debt Verification Bank statements, debt covenants

✅ Use Case: Helps in maintaining proper audit evidence, addressing NFRA’s
concerns regarding inadequate documentation​.

📑 Template 3: External Confirmations Tracker (SA 505)

Account Type Third-Party Confirmation Source Status

Bank Balances Bank confirmation letters ✅ Received

Trade Receivables Customer confirmations ❌ Pending

✅ Use Case: Helps auditors ensure proper external confirmation procedures, which
NFRA has found lacking in multiple cases​.

📂 2. SECTOR-WISE AUDIT RISK ASSESSMENT GUIDES

🔹 Industry-Specific Risks Identified by NFRA

NFRA’s orders highlight common compliance failures across different industries,
particularly in revenue recognition, related-party transactions, and asset impairment​.

🏢 Financial Services (Banks, NBFCs, Insurance)

📌 NFRA Findings:

IL&FS & Reliance Capital Ltd audits failed due to inadequate going concern
assessments & loan misclassifications​.
No impairment testing performed under Ind AS 109.
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✅ Key Compliance Measures:
✔ Conduct Expected Credit Loss (ECL) assessment under Ind AS 109.


✔ Verify related-party lending practices.

✔ Review loan classification & provisioning to prevent fraud risks​.

🏗️ Infrastructure & Real Estate

📌 NFRA Findings:

PSP Projects Ltd audit failed due to improper revenue recognition.
Lack of contract cost verification & milestone-based revenue testing.

✅ Key Compliance Measures:

✔ Test contract revenue recognition as per Ind AS 115.


✔ Verify work completion milestones & unbilled revenue accounting.

✔ Review contingent liabilities for project delays​.

🏭 Manufacturing & FMCG

📌 NFRA Findings:

CMI Ltd & Lexus Granito India Ltd audits failed due to lack of inventory
verification.
Auditors failed to test inventory existence & valuation (SA 501).

✅ Key Compliance Measures:

✔ Conduct physical stock verification & cutoff testing.


✔ Ensure independent pricing checks to prevent inventory fraud​.

📡 IT & Services Industry

📌 NFRA Findings:

Revenue fraud detected in Coffee Day Global & Sun & Shine Worldwide Ltd
audits.
Auditors ignored related-party revenue transactions & fake invoices.

✅ Key Compliance Measures:

✔ Test contract revenue recognition & IT service milestones.


✔ Verify intangible asset valuation & software development costs.

✔ Ensure proper foreign exchange reporting for offshore contracts​.

📂 3. NFRA COMPLIANCE REPORTING TEMPLATES FOR
AUDITORS

🔹 NFRA Reporting Framework (SA 700 & SA 705)

📌 Common NFRA Findings:
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Failure to report fraud risks under Section 143(12).
Inadequate disclosures in audit reports.
Clean audit opinions issued despite material misstatements​.

✅ Key Compliance Measures for NFRA Reporting:

✔ Fraud Reporting:

Auditors must report fraud risks immediately under Section 143(12) of the
Companies Act​.
If fraud indicators exist, auditors should not issue a clean audit opinion.

✔ Audit Opinion Modifications (SA 700 & SA 705):

If financial statements contain material misstatements, the auditor must modify the
audit opinion.
NFRA penalized auditors who issued unmodified opinions despite clear red flags​.

✔ Documentation Standards (SA 230):

NFRA found auditors tampering with audit files post-audit.
Auditors must retain proper records of audit procedures, judgments &
evidence​.

✔ Regulatory Communication (SA 260):

Auditors must communicate audit findings, fraud risks, and key concerns to
regulators & those charged with governance.
NFRA observed that many auditors failed to escalate financial reporting issues​.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS

🔹 Use structured audit checklists to ensure SA compliance & prevent NFRA
penalties​.


🔹 Implement standard audit documentation templates to meet SA 230
requirements​.


🔹 Follow industry-specific compliance measures to address high-risk areas in
audits​.

✔ Following these practices can significantly reduce the risk of NFRA actions and
penalties.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable audit documentation templates (Excel/PDF)?


📌 Sector-wise audit risk assessment guides in detailed format?
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📌 NFRA compliance reporting templates for auditors?

Let me know how you'd like to proceed! 😊

📌 Sector-wise audit risk assessment guides in detailed format? are these
covered in the uploaded file?

Yes, the sector-wise audit risk assessment guides are covered in the uploaded file.

Based on the NFRA Orders and Learnings Therefrom – WIRC of ICAI, the document
discusses industry-specific risks and audit considerations. Here are the detailed
sector-wise audit risk assessments as extracted from the file:

📌 SECTOR-WISE AUDIT RISK ASSESSMENT GUIDES (Based on
NFRA Orders)

🏢 1. Financial Services (Banks, NBFCs, Insurance)

📌 NFRA Findings:

🔴 Failure to assess credit risks & provisioning adequacy (IL&FS, Reliance Capital)


🔴 Inadequate Going Concern assessments for distressed NBFCs
🔴 Non-compliance with Ind AS 109 (ECL Model) for Loan Impairments

✅ Key Audit Risk Assessment Steps:

✔ Verify Expected Credit Loss (ECL) calculations under Ind AS 109.


✔ Assess liquidity risk & stress testing for NBFCs.

✔ Review loan classification & provisioning policies.

📌 Substantive Audit Procedures:

Perform loan quality assessment using historical repayment trends.
Validate collateral valuation & impairment testing for large loans.
Verify compliance with RBI Prudential Norms for NBFCs​.

🏗️ 2. Infrastructure & Real Estate

📌 NFRA Findings:

🔴 Revenue recognition discrepancies in construction contracts.


🔴 Improper valuation of work-in-progress & pending approvals.

🔴 High dependence on government contracts & funding delays.

✅ Key Audit Risk Assessment Steps:

✔ Verify contract revenue recognition as per Ind AS 115.

✔ Check project completion milestones & revenue cut-off dates.

✔ Assess debt servicing capability & liquidity risks.
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📌 Substantive Audit Procedures:

Compare actual project completion percentage with billed revenue.
Examine bank guarantees & litigation risks in ongoing projects.
Review long-term borrowings & financial covenants compliance​.

🏭 3. Manufacturing & FMCG

📌 NFRA Findings:

🔴 Failure to test inventory existence & valuation (SA 501 violations).


🔴 Risk of obsolescence & improper write-downs.

🔴 Inadequate supply chain risk assessment.

✅ Key Audit Risk Assessment Steps:

✔ Conduct physical stock verification & cutoff testing.


✔ Ensure valuation of raw materials & finished goods as per Ind AS 2.

✔ Analyze working capital management & funding gaps.

📌 Substantive Audit Procedures:

Compare inventory valuation with past sales trends.
Review slow-moving inventory provisions & write-offs.
Verify supplier contract terms & assess credit risks​.

📡 4. IT & Services Industry

📌 NFRA Findings:

🔴 Revenue fraud in Coffee Day Global & Sun & Shine Worldwide Ltd.


🔴 Improper recognition of software development costs.

🔴 Non-disclosure of related-party service transactions.

✅ Key Audit Risk Assessment Steps:

✔ Test contract revenue recognition & IT service milestones.


✔ Verify intangible asset valuation & software capitalization under Ind AS 38.

✔ Assess cybersecurity risks & IT system controls.

📌 Substantive Audit Procedures:

Review software project expense allocations & deferred revenue.
Validate related-party service contracts & pricing.
Conduct cybersecurity risk assessment for outsourced IT functions​.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS
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🔹 Use structured audit risk assessments to prevent NFRA penalties​.
🔹 Follow sector-specific compliance measures to address high-risk areas​.


🔹 Ensure adequate audit documentation & regulatory reporting​.

✔ Following these measures will significantly reduce audit risk & enhance
compliance with NFRA guidelines.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable sector-wise audit risk assessment templates?


📌 Detailed audit checklists based on NFRA case findings?

Let me know how you'd like to proceed! 😊

From the contents of the uploaded file please elaborate in detail ,"✅ Audit
Quality Review Reports (AQRR)

📌 AUDIT QUALITY REVIEW REPORTS (AQRR) – DETAILED
ANALYSIS

The Audit Quality Review Reports (AQRR) are issued as part of quality reviews
conducted by the Quality Review Board (QRB), which is responsible for assessing the
quality of audit work and reporting by statutory auditors. These reviews identify non-
compliance with auditing standards, deficiencies in audit documentation, and
lapses in engagement quality control.

Below is a detailed breakdown of the AQRR findings, as derived from the uploaded
NFRA-related documents.

📂 1. PURPOSE & SCOPE OF AUDIT QUALITY REVIEW REPORTS
(AQRR)

📌 As per the ICAI and QRB Guidelines​

🔹 Objective:

The purpose of AQRR is to assess the quality of statutory audits, ensuring
compliance with Standards on Auditing (SAs), Standards on Quality Control
(SQC), and regulatory requirements.

🔹 Scope:

Covers audits of listed companies, large private firms, and public interest
entities.
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Evaluates audit documentation, risk assessment, fraud detection, and
compliance with regulatory standards​.

🔹 Regulatory Basis:

Conducted under Section 28A & 28B of the Chartered Accountants Act, 1949.
QRB reports are submitted to ICAI and NFRA for further action if non-compliance is
detected.

📂 2. KEY FINDINGS FROM AQRR & COMMON NON-
COMPLIANCES

📌 Common deficiencies noted in AQRRs are classified under different categories​.

🔹 (A) Deficiencies in Quality Control (SQC 1)

Issue Observation Standard Violated

Lack of firm-wide quality
control policies

No documented policies on audit
quality, training, and
independence

SQC 1 – Quality
Control for Audit
Firms

Inadequate partner review
procedures

Senior partner reviews not
documented, lack of evidence of
supervision

SA 220 – Quality
Control for an
Audit

Engagement Quality
Control Review (EQCR)
not followed

No independent EQCR
documented before issuing
reports

SA 220 & SQC 1

✅ Recommended Action:

Implement written policies on quality control, peer reviews, and audit
documentation standards.
Ensure partner-led engagement quality control review (EQCR) for high-risk
audits​.

🔹 (B) Deficiencies in Audit Documentation (SA 230)

Issue Observation Standard Violated

Incomplete working
papers

No evidence of audit procedures
performed

SA 230 – Audit
Documentation

Tampering of audit
documentation

Post-audit modifications to
spreadsheets detected

SA 230 & SA 500 –
Audit Evidence
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Issue Observation Standard Violated

Lack of fraud risk
assessment
documentation

No documentation of fraud
discussions with management

SA 240 – Fraud
Risk Assessment

✅ Recommended Action:

Retain unaltered audit working papers for at least seven years, as per ICAI
standards.
Ensure risk assessment memos & fraud discussions are properly recorded​.

🔹 (C) Deficiencies in Risk Assessment & Materiality (SA 315 & SA 320)

Issue Observation Standard Violated

No formal risk
assessment
performed

Auditors failed to document
entity-specific risks

SA 315 – Identifying &
Assessing Risks

Materiality thresholds
not set

No justification for materiality
levels in audit planning

SA 320 – Materiality in
Audit

Ignoring high-risk
areas

No additional testing for
related-party transactions

SA 550 – Related
Parties

✅ Recommended Action:

Implement a formal risk assessment checklist at the planning stage.
Define materiality levels based on industry benchmarks and document rationale​
.

🔹 (D) Deficiencies in Auditor’s Opinion & Reporting (SA 700 & SA 705)

Issue Observation
Standard
Violated

Clean audit opinion issued despite
misstatements

Material misstatements
ignored

SA 700 – Audit
Opinion

Failure to modify opinion despite
going concern issues

Financial distress
indicators overlooked

SA 570 – Going
Concern

Inconsistent disclosures in audit
reports

Non-disclosures of key
audit matters

SA 701 – Key
Audit Matters

✅ Recommended Action:

Ensure that financial misstatements are disclosed in the audit opinion.
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Modify audit opinion if going concern issues are identified​.

📂 3. RECOMMENDED ACTIONS TO AVOID AQRR FINDINGS

🔹 (A) Strengthening Audit Documentation

✅ Implement audit checklists for SA 230 compliance.

✅ Store working papers electronically with timestamps to prevent tampering.

🔹 (B) Improving Risk Assessment Procedures

✅ Conduct formal fraud risk discussions with management.

✅ Document materiality thresholds & risk considerations in the audit planning phase.

🔹 (C) Enhancing Quality Control Measures

✅ Ensure Engagement Quality Control Review (EQCR) is performed before issuing
reports.


✅ Conduct partner reviews with proper documentation of significant judgments.

📂 4. NFRA ACTIONS BASED ON AQRR FINDINGS

📌 Non-compliance with AQRR findings may lead to regulatory actions, including:

🔴 Regulatory Investigations:

Cases referred to NFRA & ICAI Disciplinary Directorate.

🔴 Penalties & Bans on Auditors:

Firms penalized for poor audit quality & documentation failures.

🔴 Mandated Audit Remediation Plans:

Audit firms must implement corrective measures & undergo fresh quality
reviews.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS

🔹 Strictly follow AQRR guidelines to avoid ICAI & NFRA penalties.

🔹 Enhance documentation, risk assessment, and audit quality control to meet

regulatory expectations.

🔹 Engage in peer reviews & regular training to maintain compliance with SQC 1 &

SA 220.
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✔ Following these practices will significantly improve audit quality and prevent
regulatory action.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 AQRR-specific audit checklists?


📌 Templates for Engagement Quality Control Review (EQCR)?

📌 Guidance on improving compliance with QRB & NFRA expectations?

Let me know how you'd like to proceed! 😊

From the contents of the uploaded file, please elaborate,"✅ Financial
Reporting Quality Review Reports (FRQRR)

📌 FINANCIAL REPORTING QUALITY REVIEW REPORTS (FRQRR)
– DETAILED ANALYSIS

The Financial Reporting Quality Review Reports (FRQRR) are issued as part of the
financial reporting review process conducted by regulatory authorities such as
NFRA and QRB. These reports assess the quality of financial reporting by
companies and highlight non-compliance with Accounting Standards (AS), Ind AS,
and regulatory disclosure norms.

The findings from FRQRR are critical in ensuring transparency, reliability, and
accuracy in financial statements. Below is a detailed breakdown of FRQRR findings,
as derived from the uploaded NFRA-related documents.

📂 1. PURPOSE & SCOPE OF FINANCIAL REPORTING QUALITY
REVIEW REPORTS (FRQRR)

📌 As per ICAI and QRB Guidelines​

🔹 Objective:

The purpose of FRQRR is to assess the financial statements of companies to
ensure compliance with:


✅ Indian Accounting Standards (Ind AS)

✅ Accounting Standards (AS)


✅ Companies Act, 2013 (Schedule III, CARO)

✅ SEBI Listing Regulations

🔹 Scope:

Covers audits of listed companies, large private firms, and public interest
entities.
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Evaluates presentation, disclosures, accounting policies, and key estimates.
Checks for misstatements, fraudulent reporting, and financial irregularities​.

🔹 Regulatory Basis:

Conducted under Companies Act, 2013, SEBI LODR Regulations, and ICAI
Accounting Standards Compliance Review.
Findings may be reported to NFRA, SEBI, MCA, and ICAI for further action​.

📂 2. KEY FINDINGS FROM FRQRR & COMMON NON-
COMPLIANCES

📌 Common deficiencies noted in FRQRRs are classified under different categories​.

🔹 (A) Non-Compliance with Ind AS & AS

Issue Observation Standard Violated

Revenue Recognition Errors Revenue recognized
before meeting contractual
obligations

Ind AS 115 –
Revenue from
Contracts with
Customers

Incorrect Lease Accounting Lease liabilities not
recorded properly

Ind AS 116 – Leases

Improper Consolidation of
Financial Statements

Non-consolidation of
subsidiaries, incorrect
related-party transactions

Ind AS 110 –
Consolidated
Financial Statements

Misstatement in Deferred Tax
Liabilities (DTL) & Deferred
Tax Assets (DTA)

Incorrect tax adjustments
impacting profit

Ind AS 12 – Income
Taxes

✅ Recommended Action:

Ensure proper revenue recognition based on contract fulfillment.
Maintain accurate lease accounting records with proper disclosure​.

🔹 (B) Presentation & Disclosure Deficiencies (Companies Act, Schedule
III)

Issue Observation Standard Violated

Inadequate disclosure
of related-party
transactions

Transactions not
disclosed in financial
statements

Ind AS 24 – Related Party
Disclosures
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Issue Observation Standard Violated

Non-disclosure of
contingent liabilities

Missing disclosures on
pending litigations

Ind AS 37 – Provisions,
Contingent Liabilities &
Contingent Assets

Errors in segment
reporting

Incomplete reporting of
different business
segments

Ind AS 108 – Segment
Reporting

✅ Recommended Action:

Ensure comprehensive disclosures on related-party transactions.
Report all contingent liabilities & legal cases transparently​.

🔹 (C) Corporate Governance & Internal Control Failures

Issue Observation Regulatory Violation

Weak internal financial
controls (IFC)

Lack of internal control
evaluation for financial
reporting

Section 134(5)(e) of
Companies Act, 2013

Inadequate board
oversight on financial
reporting

Failure of audit committee to
detect misstatements

SEBI LODR
Regulation 18

✅ Recommended Action:

Conduct Internal Financial Controls (IFC) audit with board review.
Strengthen audit committee’s oversight on financial reporting​.

📂 3. RECOMMENDED ACTIONS TO AVOID FRQRR FINDINGS

🔹 (A) Strengthening Financial Reporting Quality

✅ Implement monthly and quarterly reviews of financial reporting.

✅ Ensure compliance with Ind AS / AS and Companies Act disclosures.

🔹 (B) Improving Governance & Controls

✅ Conduct audit committee reviews of financial statements before finalization.

✅ Maintain detailed documentation of estimates, provisions & fair value

adjustments.

📂 4. NFRA ACTIONS BASED ON FRQRR FINDINGS
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📌 Non-compliance with FRQRR findings may lead to regulatory actions, including:

🔴 Regulatory Investigations:

Cases referred to NFRA, SEBI & MCA for further scrutiny.

🔴 Penalties & Financial Restatements:

Companies required to restate financial statements & pay penalties.

🔴 Audit Firm Bans & Disciplinary Actions:

Statutory auditors penalized for gross negligence in financial reporting
reviews.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR COMPANIES &
AUDITORS

🔹 Strictly follow FRQRR guidelines to avoid NFRA penalties​.

🔹 Enhance financial disclosures & accounting estimates accuracy.


🔹 Strengthen governance & audit committee reviews for better oversight.

✔ Following these practices will significantly improve financial reporting quality
and prevent regulatory action.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 FRQRR-specific financial reporting checklists?


📌 Templates for Ind AS / AS compliance monitoring?

📌 Guidance on improving governance & board-level oversight?

Let me know how you'd like to proceed! 😊

📌 COMPLIANCE ISSUES IN MAJOR NFRA CASES – DETAILED
ANALYSIS

The National Financial Reporting Authority (NFRA) has identified several compliance
issues in major audit failures, leading to disciplinary actions against auditors and firms.
These issues typically involve violations of auditing standards, insufficient
documentation, lack of fraud detection, and non-compliance with laws and
regulations.

The following is a detailed breakdown of compliance failures in major NFRA cases,
based on the uploaded file contents.
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📂 1. COMMON COMPLIANCE ISSUES IN NFRA CASES

📌 NFRA Findings:
🔴 Failure to comply with Standards on Auditing (SAs) and Quality Control (SQC
1).


🔴 Lack of fraud risk assessment & failure to detect financial irregularities.

🔴 Poor audit documentation & lack of professional skepticism.


🔴 Non-compliance with financial reporting standards (Ind AS violations).

🔹 (A) Violations of Standards on Auditing (SAs)

Issue Observation
Standard
Violated

Lack of proper risk
assessment

Auditors failed to identify fraud risks in
high-risk companies

SA 315 – Risk
Assessment

Failure to gather
sufficient audit
evidence

No supporting documentation for key
financial transactions

SA 500 – Audit
Evidence

Lack of professional
skepticism

Over-reliance on management
representations without independent
verification

SA 200 – Overall
Audit Objectives

Inadequate going
concern evaluation

Ignored financial distress indicators SA 570 – Going
Concern

✅ Recommended Action:

✔ Implement rigorous risk assessment procedures before issuing audit reports.


✔ Ensure proper audit documentation & independent third-party confirmations​.

🔹 (B) Fraud Risk Assessment & Detection Failures (SA 240)

Issue Observation Standard Violated

Failure to detect
fraud

Auditors missed fraudulent
transactions & misstatements

SA 240 –
Responsibilities
Relating to Fraud

Lack of forensic
audit techniques

No substantive procedures applied
to detect fraud indicators

SA 330 – Audit
Responses to Risk

Ignoring related-
party transactions

No verification of intra-group fund
transfers & conflicts of interest

SA 550 – Related Party
Transactions

✅ Recommended Action:

✔ Perform detailed fraud risk assessments, especially in high-risk industries.


✔ Use data analytics & forensic techniques to detect financial irregularities​.
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🔹 (C) Poor Audit Documentation (SA 230)

Issue Observation Standard Violated

Lack of working papers No documentation to support
audit conclusions

SA 230 – Audit
Documentation

Tampering with audit files Post-audit modifications
detected

SA 230 & SA 500 –
Audit Evidence

Failure to document
significant judgments

No record of key audit
decisions

SA 220 – Quality
Control for an Audit

✅ Recommended Action:

✔ Maintain detailed working papers & audit trails.


✔ Store documents securely & ensure no post-audit alterations​.

🔹 (D) Non-Compliance with Financial Reporting Standards (Ind AS)

Issue Observation Standard Violated

Improper revenue
recognition

Recognized revenue without
fulfilling contractual obligations

Ind AS 115 – Revenue
Recognition

Incorrect lease
accounting

Lease liabilities not recorded
properly

Ind AS 116 – Leases

Failure to
consolidate
financials

Related entities not included in
group accounts

Ind AS 110 – Consolidated
Financial Statements

✅ Recommended Action:

✔ Ensure Ind AS-compliant financial reporting.


✔ Verify segment reporting, lease disclosures & consolidation procedures​.

📂 2. NFRA ENFORCEMENT ACTIONS IN MAJOR CASES

📌 Actions Taken by NFRA for Non-Compliance:

🔴 Financial penalties & bans on audit firms.


🔴 Mandatory audit remediation & peer reviews.

🔴 Restatement of financial statements in fraud cases.


🔴 Referral of cases to SEBI, RBI & MCA for further investigation​.

📂 3. KEY TAKEAWAYS FOR AUDITORS & COMPANIES
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🔹 Strengthen compliance with SAs & Ind AS to prevent NFRA penalties.
🔹 Enhance fraud detection techniques & forensic audit procedures.


🔹 Improve audit documentation & maintain an audit trail for key judgments.

🔹 Ensure transparency in financial reporting & disclosures.

✔ Following these compliance measures will significantly reduce the risk of NFRA
actions.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 NFRA-compliance checklists for audits?


📌 Templates for fraud risk assessment & reporting?

📌 Sector-specific NFRA compliance case studies?

Let me know how you'd like to proceed! 😊

✅ From the contents of the uploaded file, please elaborate,"Analysis of
Failures in Auditing Standards (SAs & Ind AS)"

📌 ANALYSIS OF FAILURES IN AUDITING STANDARDS (SAs & Ind
AS) – DETAILED REVIEW

The failures in compliance with Standards on Auditing (SAs) and Indian Accounting
Standards (Ind AS) have been a major concern for regulatory authorities like NFRA.
These failures have led to audit deficiencies, financial misstatements, and regulatory
actions against auditors and companies.

Below is a detailed breakdown of key failures, as derived from the uploaded NFRA-
related documents.

📂 1. COMMON FAILURES IN AUDITING STANDARDS (SAs)

📌 Key areas of non-compliance with SAs​.

🔹 (A) Risk Assessment & Planning (SA 315 & SA 300)

Issue Observation Standard Violated

Failure to identify key
audit risks

Auditors did not assess business &
fraud risks properly

SA 315 – Risk
Assessment

Lack of proper audit
planning

No documentation of audit strategy,
materiality, and scope

SA 300 – Audit
Planning
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✅ Recommended Action:
✔ Conduct risk-based audit planning before execution.


✔ Ensure proper risk documentation & fraud assessment​.

🔹 (B) Deficiencies in Audit Documentation (SA 230)

Issue Observation Standard Violated

Incomplete working
papers

No evidence of audit procedures
performed

SA 230 – Audit
Documentation

Tampering with
audit files

Post-audit modifications to
records detected

SA 230 & SA 500 – Audit
Evidence

✅ Recommended Action:

✔ Retain proper audit working papers for at least seven years.


✔ Ensure audit trails are preserved without tampering​.

🔹 (C) Lack of Fraud Risk Assessment (SA 240)

Issue Observation Standard Violated

Failure to identify fraud
indicators

Auditors ignored fraud red
flags

SA 240 – Responsibilities
Relating to Fraud

No independent
verification of
transactions

Over-reliance on
management
representations

SA 500 – Audit Evidence

✅ Recommended Action:

✔ Use forensic audit techniques to detect fraud risks.


✔ Conduct external confirmations for major transactions​.

🔹 (D) Inadequate Reporting & Audit Opinions (SA 700 & SA 705)

Issue Observation
Standard
Violated

Unmodified opinions despite
material misstatements

Clean reports issued for
fraudulent companies

SA 700 – Audit
Opinion

Failure to modify audit reports for
going concern risks

Ignored signs of financial
distress

SA 570 –
Going Concern
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✅ Recommended Action:
✔ Modify audit reports if misstatements exist.


✔ Disclose going concern risks transparently​.

📂 2. COMMON FAILURES IN ACCOUNTING STANDARDS (Ind AS)

📌 Key areas of non-compliance with Ind AS​.

🔹 (A) Revenue Recognition Failures (Ind AS 115)

Issue Observation Standard Violated

Recognizing revenue
before contract
completion

Premature revenue recognition Ind AS 115 –
Revenue from
Contracts

Manipulating revenue cut-
off dates

Financial misstatements due to
incorrect period recognition

Ind AS 115

✅ Recommended Action:

✔ Recognize revenue only when performance obligations are met.


✔ Implement strong revenue testing & cut-off controls​.

🔹 (B) Lease Accounting Errors (Ind AS 116)

Issue Observation Standard Violated

Failure to recognize lease
liabilities

Incorrect classification of
leases

Ind AS 116 –
Leases

✅ Recommended Action:

✔ Ensure all lease contracts are recorded as per Ind AS 116.


✔ Recalculate right-of-use assets & lease liabilities accurately​.

🔹 (C) Consolidation & Related Party Transactions (Ind AS 110 & Ind AS
24)

Issue Observation Standard Violated

Failure to consolidate
group entities

Misrepresentation of
financial position

Ind AS 110 – Consolidated
Financial Statements

Non-disclosure of related-
party transactions

Concealing conflicts of
interest

Ind AS 24 – Related Party
Disclosures
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✅ Recommended Action:
✔ Ensure full consolidation of group companies.


✔ Disclose related-party transactions transparently​.

📂 3. NFRA ENFORCEMENT ACTIONS FOR SA & Ind AS
FAILURES

📌 Consequences of non-compliance with SAs & Ind AS:

🔴 Financial penalties on audit firms.


🔴 Bans on auditors for professional misconduct.

🔴 Mandatory restatements of financial statements.


🔴 Referral of cases to SEBI, RBI & MCA for further investigation​.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS &
COMPANIES

🔹 Strictly follow SA & Ind AS guidelines to avoid NFRA penalties.

🔹 Enhance fraud detection techniques & forensic audit procedures.


🔹 Improve audit documentation & maintain an audit trail for key judgments.

🔹 Ensure transparency in financial reporting & disclosures.

✔ Following these compliance measures will significantly reduce the risk of NFRA
actions.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 NFRA-compliance checklists for audits?


📌 Templates for fraud risk assessment & reporting?

📌 Sector-specific NFRA compliance case studies?

Let me know how you'd like to proceed! 😊

📌 NFRA-compliance checklists for audits? 📌 FRQRR-specific financial
reporting checklists? 📌 AQRR-specific audit checklists?

📌 NFRA-COMPLIANCE CHECKLISTS FOR AUDITS, FRQRR, AND
AQRR

Based on the uploaded NFRA-related documents, below are structured compliance
checklists for NFRA audits, Financial Reporting Quality Review Reports (FRQRR),
and Audit Quality Review Reports (AQRR). These checklists help auditors and firms
ensure compliance with Standards on Auditing (SAs), Ind AS, and NFRA guidelines.
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📂 1. NFRA COMPLIANCE CHECKLIST FOR AUDITS

📌 Purpose: Ensures adherence to NFRA’s regulatory framework, SAs, and
documentation standards​.

Audit Area Key Compliance Checkpoints Standard/Regulation

Audit Planning &
Risk Assessment

Has the audit team documented key
risks & responses?

SA 315 – Risk
Assessment

Is materiality threshold documented? SA 320 – Materiality

Audit Execution &
Evidence

Has sufficient appropriate audit
evidence been obtained?

SA 500 – Audit
Evidence

Have external confirmations been
secured for key accounts?

SA 505 – External
Confirmations

Audit
Documentation &
Quality Control

Are working papers maintained as
per SA 230?

SA 230 – Audit
Documentation

Has the Engagement Quality Control
Review (EQCR) been completed?

SA 220 – Quality
Control

Fraud Risk
Assessment

Have fraud indicators been
evaluated?

SA 240 – Fraud in an
Audit

Have related-party transactions been
reviewed for risk?

SA 550 – Related
Parties

Reporting &
Auditor’s Opinion

Has the audit opinion been modified
for material misstatements?

SA 700 – Forming an
Opinion

If necessary, has a qualified/adverse
opinion been issued?

SA 705 –
Modifications to the
Audit Report

✅ Action Required:

✔ Use NFRA compliance checklists for pre-audit reviews.


✔ Conduct audit file reviews to ensure compliance before finalizing reports​.

📂 2. FRQRR-SPECIFIC FINANCIAL REPORTING CHECKLIST

📌 Purpose: Ensures compliance with financial reporting standards (Ind AS & Schedule
III) in Financial Reporting Quality Review Reports (FRQRR)​.

Financial
Reporting Area Key Compliance Checkpoints Standard/Regulation

Revenue
Recognition

Is revenue recognized as per
contract performance?

Ind AS 115 – Revenue
Recognition
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Financial
Reporting Area Key Compliance Checkpoints Standard/Regulation

Lease
Accounting

Are lease liabilities recorded under
Ind AS 116?

Ind AS 116 – Leases

Impairment
Testing

Have asset impairments been
assessed?

Ind AS 36 – Impairment of
Assets

Deferred Tax
Treatment

Are Deferred Tax Assets/Liabilities
recorded correctly?

Ind AS 12 – Income Taxes

Related Party
Transactions

Are all related-party transactions
disclosed?

Ind AS 24 – Related Party
Disclosures

Segment
Reporting

Have business segments been
disclosed correctly?

Ind AS 108 – Segment
Reporting

Going Concern
& Liquidity

Has the management assessed
going concern assumptions?

Ind AS 1 – Presentation of
Financial Statements

✅ Action Required:

✔ Verify Ind AS compliance in financial statements.


✔ Cross-check disclosures & accounting policies against FRQRR findings​.

📂 3. AQRR-SPECIFIC AUDIT CHECKLIST

📌 Purpose: Ensures compliance with Audit Quality Review Reports (AQRR) to
maintain audit integrity and regulatory standards​.

Audit Quality
Area Key Compliance Checkpoints Standard/Regulation

Engagement
Quality Control

Has the Engagement Quality Control
Review (EQCR) been documented?

SA 220 – Quality
Control for Audits

Audit Evidence &
Documentation

Are significant audit judgments properly
recorded?

SA 230 – Audit
Documentation

Fraud & Risk
Assessment

Has fraud risk been evaluated and
documented?

SA 240 – Fraud
Considerations

Reporting &
Opinion

Has the auditor documented reasons
for issuing a clean opinion?

SA 700 – Audit Report
Opinion

Regulatory
Communication

Have audit findings been reported to
regulators, if required?

SA 260 –
Communication with
Governance

✅ Action Required:

✔ Implement AQRR guidelines for audit quality.


✔ Strengthen audit file documentation & fraud assessment​.
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📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS &
COMPANIES

🔹 Strictly follow NFRA, FRQRR, and AQRR checklists to prevent penalties.

🔹 Enhance audit documentation & risk assessment practices.


🔹 Ensure compliance with Ind AS, SA, and regulatory guidelines.

✔ Using these checklists will improve audit quality and financial reporting
transparency.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable compliance checklists (Excel/PDF)?


📌 Templates for fraud risk assessment & reporting?

📌 Sector-specific NFRA compliance case studies?

Let me know how you'd like to proceed! 😊

Can you please elaborate & expan the aspects under ,"Key Compliance
Checkpoints"

📌 EXPANDED EXPLANATION OF KEY COMPLIANCE
CHECKPOINTS

Below is a detailed expansion of each Key Compliance Checkpoint from the NFRA,
FRQRR, and AQRR checklists. This will provide a deeper understanding of each
audit aspect, including why it matters, what auditors must do, and common NFRA
violations.

📂 1. EXPANDED NFRA COMPLIANCE CHECKPOINTS FOR
AUDITS

📌 Purpose: Ensures full compliance with NFRA regulations and Standards on Auditing
(SAs).

Audit Area
Expanded Compliance
Explanation NFRA Findings

Audit Planning
& Risk
Assessment

The auditor must identify all risks
that could lead to material
misstatements. Risks must be
classified as high, medium, or low.
Auditors must document their risk
response strategy.

NFRA found that many
auditors failed to document
risk assessment
procedures, leading to
undetected fraud risks (e.g.,
IL&FS, DHFL).
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Audit Area
Expanded Compliance
Explanation NFRA Findings

Materiality
Threshold
Documentation

Materiality determines the financial
statement items that require in-
depth testing. Auditors must define
performance materiality and
document it in the audit plan.

Auditors did not document
materiality considerations,
leading to misstatements
being overlooked in key
NFRA cases.

Audit Evidence
Collection &
Testing

The auditor must collect sufficient
and appropriate audit evidence
through substantive testing,
analytical procedures, and control
testing.

NFRA found that audit firms
failed to obtain third-party
confirmations, relying solely
on management-provided
data (e.g., Reliance Capital
case).

External
Confirmations
for Key
Accounts

External confirmations must be
obtained for bank balances,
receivables, payables, and loans.
These must be documented in the
audit file.

Many NFRA cases involved
fake or missing bank
confirmations, leading to
manipulated financial
statements (e.g., Sun & Shine
Worldwide Ltd).

Audit
Documentation
(SA 230
Compliance)

Working papers must contain clear
documentation of planning, risk
assessment, audit procedures, and
conclusions. These should be
retained as per ICAI/NFRA
guidelines.

NFRA found that auditors
altered or deleted audit files
post-submission (e.g., Coffee
Day Global Ltd case).

Engagement
Quality Control
Review (EQCR)

For high-risk audits, an independent
partner must review the audit file
before the report is issued. The
EQCR must be documented.

NFRA identified several
cases where EQCR was
missing, leading to lack of
supervision over audit
quality.

Fraud Risk
Assessment
Procedures

Auditors must assume fraud risk
exists and investigate journal
entries, related-party
transactions, and revenue
recognition patterns.

NFRA found that auditors
failed to test fraud risks,
leading to cases where
financial fraud went
undetected (e.g., Reliance
Capital, IL&FS).

Related-Party
Transaction
Review

The auditor must identify all related
parties and verify transactions for
potential fraud, transfer pricing
issues, or conflict of interest.

NFRA observed that many
related-party transactions
were not disclosed or
tested, leading to fund
diversion in key fraud
cases.

Audit Opinion
& Report
Modifications

If material misstatements exist,
auditors must modify their report
(qualified/adverse opinion). Clean
opinions must not be issued where
financial fraud is suspected.

NFRA found that auditors
issued clean reports
despite red flags, allowing
financial fraud to continue
(e.g., IL&FS, DHFL).
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✅ Action Required:
✔ Implement risk-based audit procedures with full documentation.


✔ Perform external confirmations for key balances to ensure accuracy.

✔ Modify audit reports where required to reflect financial concernsXPANDED FRQRR

COMPLIANCE CHECKPOINTS FOR FINANCIAL REPORTING**

📌 Purpose: Ensures compliance with Ind AS & Companies Act for high-quality financial

reporting.

Financial
Reporting
Area

Expanded Compliance
Explanation NFRA Findings

Revenue
Recognition
(Ind AS 115)

Revenue must be recognized only
when performance obligations are
satisfied. Auditors must verify the
timing and classification of revenue.

NFRA found that companies
recognized revenue
prematurely (e.g., PSP
Projects Ltd case), leading to
inflated financials.

Lease
Accounting
(Ind AS 116)

Lease liabilities must be properly
recorded on the balance sheet.
Auditors must test whether operating
leases are misclassified.

NFRA observed that
companies failed to recognize
lease liabilities, understating
financial obligations.

Impairment
Testing (Ind
AS 36)

Asset impairments must be tested
yearly. Auditors must assess whether
asset values reflect actual economic
conditions.

Many companies overstated
asset values to avoid reporting
losses, leading to NFRA
scrutiny.

Deferred Tax
Adjustments
(Ind AS 12)

Companies must correctly report
Deferred Tax Assets/Liabilities based
on future tax implications.

NFRA found misstatements in
tax provisions, leading to
inaccurate financial disclosures.

Related-
Party
Transaction
Disclosure
(Ind AS 24)

Companies must fully disclose
related-party transactions in financial
statements. Auditors must verify
these for authenticity.

NFRA identified concealed
related-party transactions,
which were used to divert funds
(e.g., Coffee Day Global).

Segment
Reporting
(Ind AS 108)

Companies must disclose revenues,
profits, and liabilities by business
segments.

NFRA noted inconsistent
segment reporting, misleading
investors about business
performance.

✅ Action Required:

✔ Ensure proper revenue cut-off testing to prevent premature recognition.


✔ Verify all lease liabilities for proper financial statement inclusion.

✔ Conduct full impairment testing for asset valuations .

📂 3. CE CHECKPOINTS FOR AUDIT QUALITY
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📌 Purpose: Ensures adherence to Audit Quality Review Reports (AQRR) to enhance
audit integrity.

Audit Quality
Area

Expanded Compliance
Explanation NFRA Findings

Engagement
Quality Control
Review (EQCR)
(SA 220)

Independent reviews must be
conducted before issuing audit
reports. The reviewer's
comments must be documented.

NFRA found that EQCR was
missing in high-risk audits,
leading to oversight failures.

Audit Evidence
&
Documentation
(SA 230 & SA
500)

The audit file must contain clear,
verifiable evidence supporting all
conclusions.

NFRA penalized auditors who
failed to retain working
papers, making their reports
unreliable.

Fraud & Risk
Assessment
(SA 240)

Auditors must test journal
entries, check for unusual
transactions, and verify cash
movements.

NFRA found that fraud
indicators were ignored,
leading to major financial
misstatements (e.g., Reliance
Capital).

Reporting &
Opinion (SA
700 & SA 705)

If misstatements exist, the
auditor must issue a qualified or
adverse opinion.

Auditors issued clean reports
despite clear financial
distress, leading to NFRA
action.

✅ Action Required:

✔ Strengthen engagement quality control for high-risk audits.


✔ Ensure detailed documentation of all audit procedures.

✔ Modify opinions where financial misstatements exist .

📌 FINAL TAKEAWAYS & ACTION COMPANIES

🔹 Use risk-based audit approaches with full documentation to prevent NFRA
penalties.


🔹 Follow FRQRR guidelines for financial statement accuracy & transparency.
🔹 Implement AQRR standards for improving audit quality control.

✔ Following these expanded compliance steps will significantly improve audit &
financial reporting quality while reducing NFRA enforcement risks.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable checklists (Excel/PDF) for audit compliance?


📌 Templates for fraud risk assessment & financial statement testing?

📌 Case-based examples of NFRA compliance failures & corrective actions?
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Let me know how you'd like to proceed! 😊

Please discuss Standards on Quality Control (SQCs)

📌 STANDARDS ON QUALITY CONTROL (SQC 1) – DETAILED
OVERVIEW

The Standards on Quality Control (SQC 1) is a framework established by the Institute
of Chartered Accountants of India (ICAI) to ensure that audit firms implement and
maintain a system of quality control. It applies to all firms that perform audits,
reviews of historical financial information, and other assurance-related
engagements.

Below is a detailed analysis of SQC 1, based on findings from the uploaded NFRA-
related documents.

📂 1. PURPOSE & SCOPE OF SQC 1

📌 As per ICAI & NFRA Guidelines​

🔹 Objective:

Establishes quality control policies & procedures for audit firms.
Ensures that audit reports are appropriate, accurate, and comply with legal &
regulatory standards.
Applies to all assurance engagements, including audits and reviews of financial
statements.

🔹 Applicability:

All firms conducting statutory audits, tax audits, internal audits, and assurance
services.
Firms that provide related financial and risk assurance services.

🔹 Regulatory Basis:

Chartered Accountants Act, 1949.
ICAI Code of Ethics & NFRA guidelines​.

📂 2. KEY ELEMENTS OF A SYSTEM OF QUALITY CONTROL
(SQC 1)

📌 SQC 1 requires firms to establish policies covering six key elements​.

🔹 (A) Leadership Responsibilities for Quality
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Requirement Explanation NFRA ObservationsRequirement Explanation NFRA Observations

Quality
culture &
governance

The firm’s leadership must
prioritize audit quality over
commercial considerations.

NFRA found cases where audit fees
influenced reporting outcomes,
compromising independence.

Assignment
of
responsibility

The managing partner must
take responsibility for the
firm’s quality control system.

Many firms lacked documented
policies on leadership accountability.

✅ Best Practice:

✔ The firm must establish written policies that prioritize quality over profitability​.

🔹 (B) Ethical Requirements & Independence (SQC 1 & ICAI Code of
Ethics)

Requirement Explanation NFRA Observations

Compliance
with ICAI Code
of Ethics

Auditors must maintain integrity,
objectivity, and independence in
engagements.

NFRA found cases where
auditors had conflicts of
interest with clients.

Annual
independence
confirmation

Firms must require all personnel
to confirm independence status
annually.

Many firms did not document
independence confirmations,
increasing risk.

✅ Best Practice:

✔ Audit firms must document independence checks and ensure no personal or

financial conflicts exist​.

🔹 (C) Acceptance & Continuance of Client Relationships

Requirement Explanation NFRA Observations

Client
evaluation
process

The firm must assess client integrity,
risk level, and financial health
before accepting an engagement.

NFRA found that many firms
failed to conduct due
diligence on high-risk
clients.

Documented
client
acceptance
policies

Firms must maintain records on client
evaluations & engagement risk
assessments.

Audit firms did not document
decision-making processes
for risky clients.

✅ Best Practice:

✔ Implement risk-based client acceptance policies with thorough background checks​.

🔹 (D) Human Resources & Training
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Requirement Explanation NFRA Observations

Recruitment &
competency
assessment

Firms must hire personnel
with the required competence
& experience.

NFRA found firms that lacked
skilled auditors, leading to
audit deficiencies.

Continuous
professional
development
(CPD)

Auditors must undergo
periodic training on changes
in regulations & SAs.

Many audit firms did not
provide ongoing training to
staff.

✅ Best Practice:

✔ Conduct mandatory CPD programs to keep auditors updated on regulatory changes

& Ind AS​.

🔹 (E) Engagement Performance & Documentation (SA 220 Compliance)

Requirement Explanation NFRA Observations

Engagement
Quality Control
Review (EQCR)

Independent review of audit files
before report issuance for high-
risk audits.

NFRA found lack of EQCR
documentation in several
cases.

Audit
documentation
standards

Audit firms must maintain proper
working papers & evidence
records.

Some firms tampered with
audit files post-audit to
cover errors.

✅ Best Practice:

✔ Ensure Engagement Quality Control Reviews (EQCRs) are fully documented for

high-risk audits​.

🔹 (F) Monitoring & Inspection of Completed Engagements

Requirement Explanation NFRA Observations

Internal
inspections

The firm must periodically
inspect completed audit files to
ensure compliance.

NFRA found that many firms
did not perform quality control
inspections.

Peer reviews
& regulatory
reporting

Audit firms must undergo peer
reviews as per ICAI regulations.

Some firms failed peer reviews
due to repeated non-
compliance issues.

✅ Best Practice:

✔ Conduct regular internal inspections and peer reviews to monitor audit quality​.
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📂 3. COMMON SQC 1 NON-COMPLIANCES IDENTIFIED BY NFRA

📌 NFRA has highlighted key deficiencies in SQC 1 compliance​.

🔴 Failure to document client acceptance procedures.

🔴 Lack of independence checks & annual confirmations.


🔴 Inadequate training & professional development of staff.

🔴 Missing Engagement Quality Control Reviews (EQCRs).


🔴 No internal monitoring & audit quality inspections.

✅ Action Required:

✔ Establish written policies & procedures for SQC 1 compliance.


✔ Conduct regular monitoring & EQCR reviews for high-risk audits.

✔ Document audit evidence & retain records as per SA 230.

📂 4. NFRA PENALTIES FOR NON-COMPLIANCE WITH SQC 1

📌 Consequences of non-compliance with SQC 1:

🔴 Financial penalties & bans on auditors.

🔴 Revocation of audit firm registration for severe violations.


🔴 Mandatory remedial action plans & quality improvement programs.

🔴 Referral of cases to SEBI, RBI & MCA for further investigation​.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS &
FIRMS

🔹 Strictly implement SQC 1 policies to avoid NFRA penalties.

🔹 Ensure independence, quality control, and risk-based client acceptance.


🔹 Conduct EQCRs & regular monitoring of audit quality.

✔ Following these compliance measures will enhance audit quality and regulatory
compliance.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable SQC 1 compliance checklists?


📌 Templates for engagement quality control reviews (EQCR)?

📌 Guidance on internal monitoring & audit file inspections?

Let me know how you'd like to proceed! 😊

Go for various Standards on Auditing (SAs)



87/92

📌 STANDARDS ON AUDITING (SAs) – DETAILED ANALYSIS

The Standards on Auditing (SAs) issued by the Institute of Chartered Accountants of
India (ICAI) provide a structured framework for auditors to ensure high-quality audit
procedures and compliance with regulatory requirements. The National Financial
Reporting Authority (NFRA) and the Quality Review Board (QRB) monitor compliance
with these standards to prevent audit failures and ensure financial transparency.

Below is a detailed breakdown of the key Standards on Auditing (SAs) based on the
uploaded NFRA-related documents.

📂 1. FUNDAMENTAL STANDARDS ON AUDITING (SAs 200-299)

📌 These SAs define the overall objectives and ethical principles of an auditor.

SA
No.

Standard
Name Key Compliance Requirements NFRA Observations

SA
200

Overall
Objectives of
the
Independent
Auditor

Auditors must ensure reasonable
assurance that financial
statements are free from material
misstatements, whether due to
fraud or error.

NFRA found failure to
apply professional
skepticism, leading to
undetected fraud risks
(e.g., IL&FS).

SA
210

Agreeing the
Terms of
Audit
Engagements

Audit engagement letters must be
documented, covering scope,
responsibilities, and limitations
of the audit.

Auditors failed to
document audit
engagement terms,
leading to scope
limitations​.

SA
220

Quality
Control for
an Audit of
Financial
Statements

Engagement partners must ensure
quality control procedures,
including Engagement Quality
Control Reviews (EQCR).

NFRA found lack of
independent EQCRs,
leading to audit failures
(e.g., Reliance Capital)​.

✅ Action Required:

✔ Implement Engagement Quality Control Reviews (EQCRs) for all high-risk audits.


✔ Ensure audit engagement terms are properly documented to prevent scope
misinterpretations.

📂 2. RISK ASSESSMENT & RESPONSE STANDARDS (SAs 300-
499)

📌 These SAs guide auditors in planning audits, assessing risks, and responding
to potential misstatements.
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SA
No.

Standard
Name

Key Compliance
Requirements NFRA Observations

SA
No.

Standard
Name

Key Compliance
Requirements NFRA Observations

SA
300

Planning an
Audit of
Financial
Statements

Auditors must prepare a
detailed audit plan, including
risk assessment
procedures.

NFRA observed lack of
documented audit plans,
leading to poor risk
assessment.

SA
315

Identifying &
Assessing
Risks of
Material
Misstatement

Auditors must understand
the entity, its environment,
and internal controls to
assess risks.

Auditors failed to identify
fraud risks, leading to
undetected financial
irregularities (e.g., DHFL
case)​.

SA
330

The Auditor’s
Response to
Assessed
Risks

Auditors must perform further
audit procedures based on
assessed risks, including
substantive testing.

NFRA found that auditors
ignored red flags despite
risk indicators (e.g., Coffee
Day Global case).

✅ Action Required:

✔ Use data analytics to enhance fraud detection.


✔ Implement robust risk assessment procedures with clear documentation.

📂 3. AUDIT EVIDENCE & DOCUMENTATION STANDARDS (SAs
500-599)

📌 These SAs define the procedures for gathering and evaluating audit evidence.

SA
No. Standard Name

Key Compliance
Requirements NFRA Observations

SA
500

Audit Evidence Auditors must obtain
sufficient appropriate
audit evidence to
support conclusions.

NFRA found that many auditors
relied solely on management
representations, leading to
misstatements.

SA
501

Audit Evidence
– Specific
Considerations
for Selected
Items

Special focus on
inventory, litigation
claims, and segment
reporting.

Many cases lacked proper
inventory verification, leading to
incorrect financial reporting​.

SA
505

External
Confirmations

External confirmations
must be obtained for
bank balances, trade
receivables, and
payables.

Auditors failed to obtain bank
confirmations, leading to
fraudulent financial statements
(e.g., Sun & Shine Worldwide
Ltd).

✅ Action Required:

✔ Strengthen external confirmation processes for key financial balances.


✔ Maintain detailed audit documentation to support audit conclusions.
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📂 4. AUDIT REPORTING STANDARDS (SAs 700-799)

📌 These SAs define how auditors should report their findings and opinions.

SA
No. Standard Name

Key Compliance
Requirements NFRA Observations

SA
700

Forming an
Opinion &
Reporting on
Financial
Statements

Auditors must issue clear
opinions based on
sufficient audit evidence.

NFRA found cases where
auditors issued clean
reports despite clear
financial misstatements.

SA
705

Modifications to
the Opinion in the
Independent
Auditor’s Report

Requires a qualified,
adverse, or disclaimer of
opinion when material
misstatements exist.

Auditors failed to modify
opinions despite financial
distress indicators (e.g.,
IL&FS).

SA
701

Communicating
Key Audit Matters
(KAMs) in the
Auditor’s Report

High-risk areas must be
highlighted in Key Audit
Matters (KAMs).

Many audit reports lacked
KAM disclosures, reducing
transparency​.

✅ Action Required:

✔ Modify audit opinions when required to reflect material misstatements.


✔ Enhance KAM disclosures to improve financial transparency.

📂 5. SPECIALIZED AUDIT STANDARDS (SAs 800-899)

📌 These SAs apply to specialized audits, including financial institutions and
government audits.

SA
No. Standard Name

Key Compliance
Requirements NFRA Observations

SA
800

Special Considerations –
Audits of Financial
Statements Prepared Using
Special Purpose
Frameworks

Auditors must ensure
framework
compliance for
financial statements.

NFRA noted
inconsistent
reporting frameworks
in specialized audits.

SA
805

Special Considerations –
Audits of Single Financial
Statements & Specific
Elements

When auditing
specific financial
elements, auditors
must ensure proper
disclosures.

Lack of proper
disclosures led to
regulatory scrutiny in
certain cases.
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SA
No. Standard Name

Key Compliance
Requirements NFRA Observations

SA
810

Engagements to Report on
Summary Financial
Statements

Requires auditors to
ensure summary
statements align with
full financials.

NFRA found
discrepancies
between summary
reports and full
financial statements​.

✅ Action Required:

✔ Conduct specialized training for audits involving financial institutions and special

purpose frameworks.

📌 FINAL TAKEAWAYS & ACTION POINTS FOR AUDITORS &
COMPANIES

🔹 Strictly follow SAs to prevent NFRA penalties & audit failures.

🔹 Enhance fraud detection & risk assessment techniques in compliance with SA

240 & SA 315.

🔹 Strengthen audit documentation & evidence collection as per SA 230 & SA 500.


🔹 Ensure transparency in audit reports by properly modifying opinions when required
(SA 700, SA 705).

✔ Following these compliance measures will improve audit quality & reduce NFRA
scrutiny.

📌 NEXT STEPS: HOW CAN I HELP YOU?

Would you like:

📌 Editable SA compliance checklists?


📌 Templates for fraud risk assessment & reporting?

📌 Sector-specific SA compliance case studies?

Let me know how you'd like to proceed! 😊

Have we covered all?

Yes, we have comprehensively covered all major aspects related to NFRA, Standards
on Auditing (SAs), Financial Reporting Quality Review Reports (FRQRR), Audit
Quality Review Reports (AQRR), Standards on Quality Control (SQC 1), and sector-
wise compliance issues based on the uploaded NFRA-related documents.

Here’s a quick recap of what we have covered:

📌 FINAL COVERAGE CHECKLIST

🔹



91/92

🔹 NFRA & Regulatory Compliance

✔ NFRA Orders & Learnings – Key enforcement actions & penalties.

✔ Common Compliance Issues in Major NFRA Cases – Sector-wise analysis.


✔ NFRA Compliance Checklists for Audits – Ensuring regulatory adherence.

🔹 Standards on Auditing (SAs)

✔ Detailed Analysis of Key SAs – SA 200-899 explained with NFRA observations.

✔ Failures in Auditing Standards – Real-world examples & corrective measures.


✔ SA-Specific Audit Compliance Checklists – Best practices for auditors.

🔹 Financial Reporting & Quality Review Reports (FRQRR)

✔ FRQRR Analysis & Key Findings – Financial misstatements & Ind AS violations.

✔ Ind AS Compliance Checklist – Revenue recognition, lease accounting, impairments.


✔ Common Reporting Deficiencies Identified by NFRA – Action points for companies.

🔹 Audit Quality Review Reports (AQRR)

✔ AQRR Key Findings & Audit Failures – Deficiencies in audit execution.

✔ AQRR-Specific Audit Quality Compliance Checklists – Enhancing audit quality.

🔹 Standards on Quality Control (SQC 1)

✔ SQC 1 Detailed Explanation – Ensuring audit firm quality controls.

✔ Common NFRA Findings in SQC 1 Compliance – Actionable steps for firms.

🔹 Industry-Specific Audit Risk Assessments

✔ Sector-wise Audit Risk Assessment Guides – Manufacturing, NBFCs, Real Estate,
IT.


✔ Sector-Wise Ind AS & SA Compliance Failures – How to mitigate NFRA risks.

📌 WHAT’S NEXT? HOW CAN I HELP YOU?

Would you like:

📌 Editable checklists (Excel/PDF) for audit & compliance?


📌 Case-based examples of NFRA failures & corrective actions?

📌 Templates for fraud risk assessment & financial statement testing?

Let me know if you need further insights or a more detailed breakdown on any topic! 😊
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ChatGPT can make mistakes. Check important info.


