THE PROFESSIONALS’ ACADEMY OF COMMERCE
Auditing

Referral 6 - Solution
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PROFESSIONAL EXCELLENCE

Question no 1
a) After the assembly of the final audit file has been completed, the auditor shall not delete or discard
audit documentation of any nature before the end of the retention period.
The firm should establish its own poli nd procedures for the retention of engagement
documentation. The retenti eriod f° t engagement ordinarily is no shorter than five years
from the date of auditor’sr t.

Loor
b) Changes in the audig ment uring the final file assembly processg‘i\only be made if they

are administrative s of such changes include:
.

ture. &
(i) DeletingQwliscardingsuperseded documentation; XN

.. . R &

(ii) Sorting, collaqh ross referen&;}& working papers; @Q/@

(iii) Sign off on pletion checlgge? relating to file assemblgaprocess;
(iv) ing audit evidence(fﬁat the auditor has obtaiN, discussed and agreed with the
\ bers of th:_e‘ engagement team before@@e date of the auditor’s report.
| circumstances, the auditor perfor %bw or additional procedures or draws new
er the date of the Auditor’s report. is relation the auditor should document:

c¢) Under
conclusio
(i) The circumstances encountered. s-/
(ii) The new or additional audit proced@\g performed, audit evidence obtained, and conclusion

reached, and their effect on th @tor’s report.
(iii) When and by whom the resuIEiFg changes to audit documentation were made and reviewed.
%
Question no 2 43‘
a) We may consider writing a gagement letter this year too in the following situations:

Any indication tha entity misunderstands the objective and scope of the audit

Any revised or spgelal terms of the audit engagement.

A recent cha@ f the senior management.

A significa&hange in ownership.

A significant change in nature or size of the entity’s business.

A change in legal or regulatory requirements.

A change in the financial reporting framework adopted in the preparation of the financial
statements.

e A change in other reporting requirements.

b) The following client screening procedures will be performed before making an acceptance decision:
o we vilfgedddrenPeperondlorsd am % hmpwewd not
e We will identify the reputation of the client’s shareholders/owners, its top management and any
related parties
e We will assess the attitude of owners and key management towards accountability and reporting



e We will assess if there is any condition which causes us to believe that the management may limit
our scope of work
* We will assess the reasons why the incumbent auditor was changed

Question no 3

a)

b)

Professional Skepticism is an attitude that includes a questioning mind, being alert to the conditions
which may indicate possible misstatement due to fraud or error, and a critical assessment of audit

evidence. \ I
Professional Skepticism includgs being al or example:

e Audit evidence that cm@adicts it evidence obtained
® Information that b |nt the reliability of documents and respb\nses to inquiries to be
used as audlt e nce b‘\
. Cond|t|on y in ca@osyble fraud ‘0
. Clrcumstances t the need {Q?audlt procedures in eﬁlon to those required by the
ISAs.,_.l?_, &
& N
Q
artner shall take responsibility for t\%verall quality on each audit engagement to
which tha ner is assigned. ..
. ©
Ethics: \E'.
Throughout the audit engagement, th agement partner shall remain alert, through observation

and making inquiries as necessary, forvidence of non-compliance with relevant ethical requirements
by members of the engagemeftd€am. If any non-compliance comes to engagement partner’s
attention, he shall determine a@t‘opriate action, in consultation with other partners in the firm.

Acceptance and Contmg\nce

Engagement partne uld be satisfied that:
®  ProcedygSregarding acceptance and continuance have been followed
® Conclusions reached are appropriate and have been documented

Assignment of Engagement Team:

Engagement partner shall be satisfied that team assigned to engagement collectively has appropriate
competence and capability to perform the engagement in accordance with professional and legal
requirements.

Engagement Performance:

Engagemen’pﬁ ol tl!’&!!rvsl { lilll i‘ll]llt‘,(l

e Direction
® Supervision



® Review

e Consultation

® Engagement Quality Control Review
e Difference of Opinion

Question no 4
Matters considered by auditor in developing overall audit strategy:

Characteristics of the Engagement (Scope):
® Financial reporting framework *
¢ Industry-specific reportmg requireme
e Expected audit coverag I’n;lud|% and locations of components to be |r\luded

e Extent to which com nts ar d by other auditors 4\
e The avallabllltye\Rﬁe work aI auditors and extent of reliance on@
& ,bfo
Reporting objectlve TImI«} Audit and N\@re of Commumcatlon%N\‘-ning)
® Entity’s tin for rePorting &
e Orga ting with those charged with governar@Qnd management to discuss the nature,
timin f audit work\“-\ '
e Expecte nd time of re'pqrﬂ"cl,ltq be issued and o \communication

® Expected type and time of report to be issued bye@litors of components
Significant matters directing Audit and preliminaog\rzagement activities (Direction)

e Significant developments and changesgn

o Industry (e.g. regulations porting requirements)

o Business (impact of IT, Q‘anges in processes, mergers, acquisitions)

o Financial Reporting ework

o Others (e.g. Ieg ﬁzment)
¢ Volume of transactiw etermlnlng whether it is more efficient to rely on internal controls
® |dentification t'areas where there is higher risk of material misstatements
e With respect tﬁizriality:

o Setting materiality for planning purposes

o Setting and communicating materiality for auditors of components
o Identify the material components and account balances
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