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Important Question: Write short note on: Factors Governing mode of communication of auditor with TCWG. (4/5 Marks) 

Meaning of 
Management & 
TCWG 

Auditor’s Responsibilities Communication Process 

TCWG: Persons 

with responsibility 

for overseeing the  

strategic directions 

& obligations 

related to 

Accountability. 

 

Management : 

Person with 

executive 

responsibility for 

conduct of entity’s 

operation 

 Need to 

communicate with 

Governing body, if 

communicates with 

subgroup. 

 If all of TCWG are 

involved in 

managing the entity, 

the matters need not 

be communicated 

again. 

 in writing when oral 

communication is not 

adequate.  

 on timely basis 

Matters to be communicated 

(a) Auditor’s responsibility 
in relate to F.S. Audit 

(b) Planned scope & timing 
of audit 

(c) Significant findings from 
audit w.r.t. 
 Accounting Policies 
 Accounting Estimates 
 Material weakness in 

I.C. 
 Matters discuss with 

Mngt.  
 Other significant 

Matters.  
(d) Statement with respect 

to compliance of ethical 
requirements regarding 
independence.  

Evaluate adequacy of 

communication for the 

purpose of the audit.  

If not adequate, evaluate 

its effect, on the 

auditor’s assessment of 

the risks of material 

misstatement. 

 Size, operating structure, control 

environment, & legal structure of entity. 

 In the case of an audit of special 

purpose F.S., whether the auditor also 

audits the entity’s general purpose F. S. 

 Requirements of respective law 

specifying written communication with 

TCWG in a prescribed form. 

 Expectations of TCWG, including 

arrangements made for periodic 

meetings or communications with the 

auditor. 

 The amount of ongoing contact and 

dialogue the auditor has with TCWG. 

 Significant changes in the membership 

of a governing body. 

Factors affecting Mode of Communication 

Determine the 

appropriate person to 

whom communicate is 

made. 
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Meaning of deficiency in 
internal control 

Auditor’s Responsibilities 

(a) Inability of I.C to prevent 

detect & correct 

misstatement ; 

or 

(b) Absence of control 

necessary to Prevent, 

detect & correct 

misstatements 

Communication of deficiencies in Internal Control Identification of deficiencies in Internal Control 

Determine whether individually or in 
combination they constitute significant 
deficiencies 

Mode of 
communication 

Content of 
communication 

To TCWG To Mngt. 

(a) Description of deficiencies 

(b) Explanation of their 

potential  effect 

(c) Sufficient information to 

explain  

 that purpose is to 

express an opinion 

 I. C. is evaluated to 

design further audit 

procedures 

Significant 
deficiencies 

Significant 
deficiencies 

and other 
deficiencies 

In writing 
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SA 299 “Responsibility of Joint Auditors” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Division of work Co-ordination Responsibilities of Joint Auditors Reporting 

By Mutual discussion 
If one auditor 
comes to know a 
matter relevant for 
other, he should 
communicate it 
immediately in 
writing to other 
joint auditor 
before submission 
of report. 

Separate Joint & several  Generally – a Single 

Report 

 If disagree -  

Separate Report 

 No  one is bound by 

Majority.  

On basis of identifiable 
units  or specified areas 

If not possible – with 

respect to followings: 

 Assets/Liabilities; or 

 Income/Expense; or 

 Period 

Work should not be 
divided for Imp. areas 

Proper documentation 
of work divided  

For work 
allocated 

 for work not divided 

 for joint decision 

w.r.t. N, T, E of audit 

procedure. 

 for matters brought 

to knowledge of all 

by any one of them 

and on which they all 

agree. 

 Disclosure 

requirements in F.S. 

 Compliance of audit 

report with statutory 

requirement 
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SA 320 (Revised) “Materiality in Planning and Performing an Audit” 
 

 

 

 

 

 

 

 

 

 

Concept of Materiality 

 Subject of auditor Judgement; and  
 subject to discussion present in F. R. 

Framework 

If F. R. Framework does not include a 
discussion, following can be referred: 
(a) Miststatements  including 

omissions expected to influence the 
economic decision of users. 

(b) Size or nature of misstatement & 
the surrounding circumstances. 

(c) Common financial information 
needs of the users as a group.  

Judgement of materiality provides a 
basis for: 
(a) Determination of NTE of R. A. P.  
(b) Identifying and assessing risk of 

material misstatements. 
(c) NTE of further audit procedures.  

Performance Materiality 

 the amount set by auditor 
at 

 less than materiality for 
F.S as a whole 

 to reduce to an 
appropriately low level 

 the probability that the 
aggregate of the 
uncorrected and 
undetected misstatement  

 exceeds materiality for 
the F. S. as a whole  

Auditor’s Duties  

(a) Upon establishing the overall 
audit strategy, the auditor shall 
determine the materiality for the 
F. S. as a whole. 

(b) Determine the materiality level 
for specific transactions for which 
misstatements of lower amount be 
expected to influence the 
economic decisions of users.  

(c) Determine the performance 
materiality for purpose of 
assessing the risk of material 
misstatements.  

(d) Revise materiality and 
performance materiality wherever 
required as audit progresses.  


