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. | AUDIT QU.ALITLJ

e Audit qu.a.l'ttg involves application of a rigorous audit process bg auditors and

quality control procedures that comply with laws, requlations and applicable

professi,onal standards.

« SQC 1- Quality Control for firms that perform audits and reviews of historical

f'Lrw.rLci.a.l information, and other assurance and related services engagements and

SA-220- Quuality Control for an audit of financial statements deal with this issue

of establishing quality control systems and responsibilities of auditors in regard.

Both the standards deal with framework of audit qualttg.

« SQC 1 applies to all engagements and deals with quality at level of firm. SA-220

deals with audit qu.a.litg at individual audit engagement Level.

SQC 1 - QUALITY CONTROL FOR FIRMS THAT PERFORM AUDITS AND

REVIEWS OF HISTORICAL FINANCIAL INFORMATION, AND OTHER

ASSURANCE AND RELATED SERVICES ENGAGEMENTS,

SQC 1 requires that the firm should establish a system of quality control designed to

provid.e it with reasonable assurance that the f'er and its persormel complg with

professional standards and regu.latorg and legal requirements and those reports issued bg

the f'er or engagement partners are appropr'La.te in the circumstances. Firm's system of
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report.

216

Moni.torlng

The f'er should ensure that poli.ci.es and proced.u.res relatlng to the system of qu.alltg

control is relevant, ad.equ.ate, operating effecti.velg and complled with in practice. Such

pollcles and proced.u.res should include an ongolng consideration and evaluation of the

flrm’s system of qualltl_.j control, i.nclud.lng a peri.odi.c inspection of a selection of cornpleted.

engagements. Quality control of engagements has to be monitored taking into account

followi.ng factors:

. Deci.d.lng whether qu.ali.tg control system of the flrm has been appropri.atelg

d.esi.gned. and effect'welg lmplemented.

¢+ Examining whether new d.evelopments in the professi.onal standards, legal and

regulatorg requ.'Lrements have been reflected. in the qualltg control pollcles.

. Cond.uctlng monltorlng bg entru.stlng responslbllltg of monltorlng process to a partner

or other persons with sufflclent and approprlate experi.ence and au.thorltg in the flrm.

. Deallng with complalnts and allegations against the flrm or any emplogees of it

of non— compllance with professlonal standards or approprlate regulatorg

requ.'Lrements le a person within or outside the fi.rm.

. Taki.ng approprlate remedial actions agalnst the personnel who did not conform to

qu.alltg control pollcles.

. Taki.ng action when d.eflclencles in the deslgn or operatlon of the f'er’s qualltg control

pollcles and procedu.res, or non-compllance with the flrm’s system of qu.alltg control are

'Ld.entlfi.ed.

SA - 220 - QUALITY CONTROL FOR AN AUDIT OF FINANCIAL

STATEMENTS:

Based upon qu.alltg control system of flrrn, qualltg control pollcles pertaining to audit

engagements are decided bg engagement teams. Engagement partner of a team is

responslble for qu.alltg control procedu.res of a partlcu.lar audit engagement in accordance

with SA-220.

Therefore, SA-220 is premised on the basis that the firm is subject to SQC 1. Within the

context of the firm's system of qu.alltg control, engagement teams have a responsi.bllltg to

implement quality control procedures that are applicable to the audit engagement and

10

www.letslearnindia.in | 844 844 8919 CA ABHI SHEK BANSAL



prov'Ld.e the f'er with relevant 'Lnforma.tion to enable the functioning of that part of the

f'er's system of qu.a.l'Ltg control relat'mg to 'Lndepend.ence. Engagement teams are

entitled to rel.g on the f'er's system of qu.a.L'Ltg control, unless i.n.forma.t'Lon. provi.ded. bg the

f'er or other parties suggests otherwtise.

As per SA-220, the objective of the auditor is to implement quality control

procedures at the engagement level that provides the auditor with reasonable

assurance that: -

(a) The audit complies with professional standards and requlatory and legal

requirements and

(b) The auditor's report issued is appropriate in the circumstances.

SA-220 is modelled on lines of SQC 1. It describes responsibilities of engagement

partner in relation to following matters: -

(a) Leadership responsibilities for quality on audits.

(b) Relevant ethical requirements.

(c) Acceptance and continuance of client relat'LorLsh.'Lp and audit engagements.

(d) Assignment of engagement teams.

(e) Engagement performa.nce.

(f) Monitoring.

31

Leadership Responsibilities for Quality on Audits

Lea.d.ershi.p responsi.bi.li.tg of an engagement partner is to take responsi.b'Ll.'Ltg for the overall

qua.l.i.tg on each audit engagement. The actions of the engagement partner and a.ppropr'La.te

messages to the other members of the engagement team, in ta.ki.ng respons'Lb'Ll'Ltg for the

overall qu.a.l.'Ltg on each audit engagement, emphasi.s:

a)

The importance to audit quality of-

L Perform'mg work that compl'Les with profess'LorLa.l standards and regu.latorg and legal

req uitrements.

II. Complg'mg with the f'er’s qu.alitg control pol'Lc'Les and procedures as applicable.

II1. Issu.'mg auditor's reports that are appropriate in the circumstances and

IV. The engagement team's a.b'Ll.i.tg to raise concerns without fea.r of repri,sa.l.s.

11
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b)

The fact that quality is essential in performing audit engagements.

32

Relevant Ethical Requirements

The responsibili.t'Les of an engagement partner in relation to ethical requ.'LremerLts in an

audit engagement is as under: -

. Id.entifging a threat to 'Lnd,epend.ence rega.rd.'mg the audit engagement that

safegu.ard.s may not be able to eliminate or reduce to an acceptable Level.

. Reporti.ng bg engagement partner to the relevant persons within the fi.rm to determine

appropriate action, which may include eli.mi.nati.n.g the activity or interest that

creates the threat, or wi.thdrawi.ng from the audit engagement, where withdrawal is

legallg perm'Ltted..

33

Acceptance and Continuance of Client Relationships and Audit Engagements

The respon.s'Lb'Lli.tg of an engagement partner in this rega.rd. in an audit engagement is on

lines of SQC 1 which requires the firm should obtain such information as it considers

necessary in the circumstances before accepting an engagement with a new client, when

d.ec'Ld'LrLg whether to continue an ex'Lst'Ln.g engagement, and when con.s'Ld.er'LrLg acceptance of

a new engagement with an exi.st'Ln.g client.

Information like i.ntegri.tg of pri.rLc'Lpa.l owners, competen.ce of engagement team and

consideration of necessary ca.pa.b'Ll.i.t'Les i.rLclu.d.'Ln.g time and resources, compl.i.ance with

relevant ethical requirements and si.grL'Lcha.nt matters arisen d.u.r'mg current or previ.ou.s

audit engagement and their 'mel.'Lca.t'LorLs assist the engagement partner in d.etermi.n'LrLg

whether the conclusions reached rega.rd.'tn.g the acceptance and continuance of client

rela.t'LorLsh'Lps and Audit engagements are appropriate.

34

Assi.gnmen.t of En.ga.gement Teams

It should be ensured bg engagement partner that the engagement team and any auditor's

experts who are not part of the engagement team, collect'welg have the appropri.ate

competence and capab'Ll'Lt'Les to perform the engagement in accordance with professional

standards and regu.la.torg and legal requirements.

12
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35

Engagemen.t Performa.nce

Engagement partner has the responsi.bi.L'Ltg for direction, supervision and performance of

audit engagement in accordance with profess'Lorw.l standards and regu.latorg and legal

requ.'LremerLts. He is resporLs'Lble for auditor's report be'mg appropriate in circumstances.

Further, review of audit documentation before issue of audit report is his respons'Lb'Ll.'Ltg. It

has to be ensured that suff'Lc'LerLt appropriate audit evidence has been obtained to support

the conclusions reached and for issuance of auditor's report.

Engagement partner is also responsi.ble for ensuring undertaking appropriate consultation on

d.'Lff'Lcu.Lt or contentious matters bg engagement team not onlg within the team but also

with others at a.ppropri.a.te Llevel within or outside the f'er.

36

Engagement Quality Control Review

For audits of f'LrLa.nc'La.l statements of listed entities, and those other audit engagements, if

any, for which the firm has determined that an engagement qual'ttg control review is

requ.i.red., the engagement partner shall:

(a) Determine that an engagement qua.litl_.j control reviewer has been a.ppo'mted..

(b) Discuss significant matters as=rising d.ur'mg the audit engagement, i.ncl.ud.i.ng those

'Ld.en.t'Lfi.ed d.u.r'LrLg the engagement qu.a.l'ttg control review, with the engagement qu.al'Ltg

control reviewer.

() Not date the auditor's report until the complet'Lon. of the engagement qu.a.['ttg control

review.

The engagement quality control reviewer shall perform an objective evaluation of

the significant judgments made by the engagement team, and the conclusions

reached in formulating the auditor's report. This evaluation shall Involve:

(a) Discussion of s'Lgni.f'Lcant matters with the engagement partner

(b) Review of the f'LrLarLc'Lal statements and the proposed. auditor's report

(c) Review of selected audit documentation rela.t'mg to the s'Lgn'Lf'LcarLt ju.dgments the

engagement team made and the conclusions it reached and

(d) Evaluation of the conclusions reached in formu.lat'mg the auditor's report and

consideration of whether the proposed auditor's report is appropr'La.te.
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For audits of fLrLa.nc'La.l. statements of listed entities, the engagement qu.a.l.i.tg

control reviewer, on perform'mg an engagement qu.a.li.tg control review, shall also

consider the following;

(a) The engagement team's evaluation of the firm’s Lndependence in relation to the

audit engagement.

(b) Whether appropriate consultation has taken pla.ce on matters 'Lrwolv'mg d.'Lfferences of

opi.n'Lon or other d.i.ﬁ'Lcu.lt or contentious matters, and the conclusions ari.si.ng from those

consultations;

() Whether audit documentation selected for review reflects the work performed in

relation to the significant judgements made and supports the conclusions reached.

Differences of Opinion

If d.'Lfferen.ces of opinion arise within the engagement team, with those consulted or, where

a.ppl.'Lca.ble, between the engagement partner and the engagement quali.tg control reviewer,

the engagement team shall foll.ow the f'er's pol.i.c'Les and proced.u.res for d.ea.l.i.ng with

and resol.v'Ln.g d.i.fferences of opinion.

37

Mon.i.tor'Ln.g

An effect'we system of qu.a.litg control includes a mon'Ltor'Ln.g process d.es'LgrLed. to provide the

f'er. with reasonable assurance that its pol'Lc'Les and procedures relat'mg to the system of

qu.alitg control are relevant, a.d.equ.ate, and operat'm.g effect'welg. The engagement partner

shall consider the results of the f'er's mon.'Ltor'LrLg process as evidenced in the latest

'Lnforma,t'LorL circulated le the fi.rm and, i.f a.ppli.cabl.e, other network f'ers and whether

d.echi.enci.es noted in that 'Lnformati.on may a.ffect the audit engagement.

38

Documentation

The engagement partner should document following matters pertaining to an audit

engagement: -

(a) Issues identified with respect to compliance with relevant ethical requirements and how they

were resolved.

(b) Conclusions on compliance with independence requirements that apply to the audit

engagement, and any relevant discussions with the firm that support these conclusions.

() Conclusions reached regarding the acceptance and continuance of client relationships and

audit engagements.
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(d) The nature and scope of, and conclusions resulting from, consultations undertaken during

the course of the audit engagem.ent.

Besides, the engagement qu.al.i.tg control reviewer shall document, for the audit engagement

reviewed that:

(a) The procedures required by the firm's policies on engagement quality control review have

been performed..

(b) The engagement guality control review has been completed on or before the date of the

auditor's report,

(c) The reviewer is not aware of any unresolved matters that would cause the reviewer to

believe that the significant judgments the engagement team made and the conclusions

theg reached were not appropriate.

SQC 1VS. SA 220- KEY DIFFERENCES IN NATURE, SCOPE AMD

APPLICABILITY

SN. | SQC1

SA 220

1. | It appl.'Les to entire fi.rm and f'Lxes the
resporLs'Lb'LL'Ltg of f'er. to be assumed
bg CEO or managing partners.

It a.ppl'Les toa pa.rt'Lcu.lar audit engagement
and engagement partner takes respons'Lb'Ll'Ltg
of the same.

2. |1t is applicable to audits, reviews of
historical financial Information, and
other assurance and related services

engagements.

It is applicable to audit engagements onlg.

3. | It relates to sett'Ln.g up of a qualitg
control system cons'Lst'LrLg of pol'Lc'Les
and proced.u.res for f'er. as a whole.

It deals with responsibilities of engagement
teams to implement quality control
procedures that are applicable to audit
engagements.

4. | It pertains to establishing a system of
quality control designed to provide
firm with a reasonable assurance
that a firm and its personnel
comply with professional standards
and requlatory and legal

requ.i.rements so that reports issued bg

It is premised on the basis that firm is
subject to SQC 1. Therefore, SQC 1is a sine
qua non for applicability of SA 220. It is
within overall context of a firm's system of
quality control, engagement teams
implement quality control procedures
applicable to audit engagements.
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f'er or engagement partners are

appropnate Ln clrcumstances

MECHANISMS FOR REVIEW OF QUALUTY CONTROL

51

Peer Review Board

Peer review Board is constituted by Council of ICAL The main objective of Peer review Board

is to ensure that, in carrgi.ng out assurance assignments: -

¢ Technical, professtonal and ethical standards 'anlu.d.'Lng regu.tatorg reguirements are

complted with bg members of ICAI

¢ Proper systems are in place i.ncl.u.d.i.ng documentation thereof which amplg

demonstrate gu.ali.tg of assurance services provi.d.ed. bg members.

The peer review is meant for purpose of enh.anci.ng quali.tg of professi.onal. work. resulti.ng in

more reliable and u.seful. audit reports.

Peer review means an examination and review of the system.s and procedures to determine

whether the same have been put in ptace bg the Practice Unit for ensuring the quati.tg of

assurance services as env'Lsaged bg the technical, profess'Lonal. and ethical Standards or

any other regulatorg requ.i.rements.

Once a Practice Unit is subjected to Peer review, its assurance engagement records

pertaining to the Peer review period is subject to examination and review by the Peer

Reviewer. On complet'ton of this exercise, a "peer review certtf'Lcate" is Lssued in case of

u.ngu.aL'Lf'Led. report issued bg Peer Reviewer. In case of a guat'Lf'Led. report, it is 'Lnformed. to the

Practice Unit that same cannot be issued along with the reasons therefor as well as

'Lnform about the due date for condu.ct'Lng a follow-on review as may be decided bg the

Board.

52

Quality Review Board

Quality review Board has been set up by Central government. It consists of members

nominated by Central govt and Council of ICSL The functions of QRB are: -

(a) To make recommendations to the Council regarding the quality of services

provi.d.ed bg the members of the institute.
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(b) To review the qu.alitg of services provided bg the members of the Institute i.nclud_'mg

audit services and

(c) To guide the members of the Institute to improve the quality of services and adherence

to the various statutory and other regulatorg requirements.

53

National Financial Reporting Authority (NFRA)

NFRA has been constituted in terms of Section 132(1) of Companies Act2013. Duties of NFRA

also include the foll.owi.n.g: -

¢+ Monitor and enforce compI.'La.n.ce with accounting standards and aud'Lt'Ln.g standards.

¢ Oversee the qu.a.l.'Ltg of service of the profess'LorLs associated with ensu.r'mg compli.a.nce

with such standards and suggest measures for 'merovement in the qua.L'Ltg of service.

It has power to monditor and enforce compl'La.nce with a.ccou.nt'mg standards and a.ud.'tt'mg

standards and oversee the qualltg of service under section 132(2) or undertake

Lnvestigation under section 132(4) of the auditors of certain class of companies. Such

compan'Les include listed companies, insurance compani.es, bankin.g compan.'Les and other

companies as provided for in rule 3 of NFRA Rules 2018

Th.erefore, overseeing qu,al'Ltg of audit services of listed companies falls under the purview of

NFRA. QRB can review quality of audit services provided by the members of the Institute

onl.g Ln. respect of entities other than those speci.f'Led. under Rule 3 of NFRA Rules, 2018 and

those referred to QRB by NFRA under relevant rules.
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TEST YOURSELF:

Q1

ABC & Associates, Chartered Accountants has a poltcg to accept the clients wherein the

risk evaluation is conducted with respect to the Compa.n.g and the promoter. XUZ Limited

a.pproa.ch.ed. ABC & Associates. Promoter of XYz Limited is a close associate and fa.m'Ll.g fri.end.

of Mr. A, Man.agi.ng Partrer of ABC & Associates. XUZ Limited is in news in the previous

Year for certain inquiries from the regu.l.a.torg authorities in relation to certain matters. The

Existing auditor of XYZ Limited has restgned and has created a casual vacancy. XUYZ

Limited is read.g to offer 25% more than the existing fees and has approach.ed. ABC &

Associates for a.ppo'mtmertt as Auditor. Mr. A has strong recommendation to the Firm to

accept the audit.

What is your understa.rtd.irtg of the fu.rtctton'mg of the tone at the top of the Firm. ABC &

Associates, Chartered Accountants? What are the considerations one should exercise to

u.photd. Firm?

Ans.

The given situation indicates that proposed client is a new one whose promoter is close

associate and fami.l.g fri.ertd. of managing partner of M/s ABC & Associates. However, previous

auditor of proposed client has resi.gn.ed. and company is offeri.rtg hike in audit fees in

compartson. to audit fees patd. to prev'Lou.s auditor. Besides, there are also regu.ta.torg 'Ln.qu.'Lres

against the company. In spite of all this, managing partner of ftrm Mr. A has

recommended for acceptance of offered. audit of the company.

It reflects poorly regarding functioning at top of the firm as regards to quality control. SQC

1 requires that fi.rm should establish a system of qu.a.li.tg control d.es'LgrLed. to provi.de it

with reasonable assurance that f'er and its persormel complg with professi.ona.l.

standards and l.egal and regu.l.atorl_.] requirements. It further requi.res that f'er's business

strategy is subject to overriding requirement of firm to achieve quality in all engagements.

However, in the g'wert situation, commercial considerations seem to be overr'tdi.rtg factor.

The marw.g'mg partner of ftrm is close associate and famtlg frtend of promoter. The matter

should have been brought to knowledge of firm in accordance with requirements of SQC 1 as

it tnvolves issue of 'Lrtdepertd.ertce of ma.rta.g'mg partner of the f'er with respect to proposed

audit engagement. Further, matters of 'Lrtqu.'Lr'Les from regu.la.tors and restgnation of prev'Lou.s

auditor raise question about integrity of the proposed client. SQC 1 further requires firm to

consider before acceptance of an engagement that client does not lack i.rttegr'Ltg. All
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these factors need to be taken into consideration before accept'mg engagement.

Overall, such a situation refl.ects lack of proper establishment of quali.tg control framework

at top of the f'er. Fol.l.ow'Ln.g considerations should be taken into account while uph.ol.di.ng

quality of firm.: -

(i) The firm assigns its management responsibilities so that commercial considerations

do not override qu.al.i.tg of work. performed..

(ii) The firm's policies and procedures in relation to its personnel are designed to

demonstrate its overr'Ld.'Lng commitment to qu,al'Ltg.

(itt) The firm devotes sufficient resources for development and documentation of its

qu.al.'Ltg control policies and procedures.

(v)A firm before accepting an engagement should acquire vital information

about the client. Such an 'mformat'Lon should help f'er to decide about integrity

of Client, promoters and keg managerial persormel, competen.ce ('mclud.ing

capabilities, time and resources) to perform engagement and compliance with ethical

req utrements.

Q2

MNP & Co, a f'er of auditors, is appo'Ln.ted. bg a bank to conduct stock audit of a borrower.

It depu.tes one of its pa'Ld. Chartered accountant emplogees, Sudhanshu, to conduct above

sald stock audit. He leverages it as an opportu.nitg to preva'Ll upon the client to get the

accounts audited from thetr fi,rm. He also assures the client of a clean stock audit report

without adverse comments as a qu.i,d pro quo. Is approach of Sudhanshu proper? How does it

reflect upon quality control system of firm?

Ans.

Approach of Sudhanshu is not proper. Such practices blatantlg violate code of ethics and its

spirit. It reflects poorly upon quality control system of firm envisaged in SQC 1 which requires

that qu.al.'Ltg control pol.'Lc'Les and proced.ures should be documented and communicated to

the f'er’s persorLrLeL It shows that f'er's persormel are not properlg sensitized regard'mg

requirements of SQC 1.

Q3

CA M is introduced to a prospect'we client in a social fu.nct'LorL. He assures to visit offi.ce of

CA M very soon in relation to profess'Lonal work. During discussions over a cup of coffee next

week, it transp'Lres that there was a search bg Enforcement Directorate in his prem'Lses about

a month back resulting in recovery of huge sum of cash. The income tax department had

also searched his premises in relation to bogu.s cap'Ltal. gains on penny stocks. Lamenting

poor qual.'ttg of services provi.d.ed by his Present auditor; he offers appointment as tax

19

www.letslearnindia.in | 844 844 8919 CA ABHI SHEK BANSAL



quality control should consist of policies designed to achieve these objectives. This quality

control standard appl'Les to all f'ers 'erespect'we of their constitution.

21 | Elements of System of Quality Control

The f'er.’s system of qual.'Ltl_.j control should include pol.'Lci.es and proced.u.res addressing each

of the foll.owi.n.g elements: -

(a) Leadership responsibilities for quality within the firm

(b) Ethical requirements

(c) Acceptance and continuance of client relationships and specific engagements.

(d) Human resources

(e) Engagement performance

(f) Monitoring

Quality control policies and procedures should be documented and communicated to the

firm's persormel. By communicating, the firm recognizes the importance of obtai.ning feedback

on its qua.l'ttg control system from its persormeL Therefore, the firm encourages its personnel

to communicate their views or concerns on quali.tg control matters.

211 | Leadership Responsibilities for Quality within the Firm

SQC 1 requires firms to establish policies and procedures designed to promote an internal

culture based on the recogniti.on. that qu.a.L'Ltg is essential in perform'LrLg engagem.ents. Such

pol'Lc'Les and procedures should requ,'Lre the f'er’s ch.'Lef executive ofcher or the f'er’s man.ag'm.g

partners to assume ultimate responsibility for the firm's system of Quality control. The

example set bg f'er’s leadership encourages an inner culture that recognizes h.'Lgh qu.a.L'Ltg

Audit Work. Further, person.s a.ss'LgrLed. opera.t'Lorw.l. responsi.b'Ll.'Lti.es for the firm's qual.'Ltg

control system by the firm's chief Executive officer or managing partners should have

sufficient and appropriate experience, a.bi.l.'Ltg, and the necessary a.u.thoritg to assume that

responsibility.

It has been laid down clearly that firm's business strategy is subject to the overriding

requ.irement for the f'er to achieve qu.a.litg in all the engagements that the f'er performs.

Essent'ta.llg, it i.mplies that audit qu.a.litg is Paramount in all engagements. It is non-

negotiable. In this regard, it should be ensured that: -

(a) The f'er assigns its management responsi.b'Ll'Lt'Les so that commercial considerations do

www.letslearnindia.in | 844 844 8919 CA ABHI SHEK BANSAL



auditor of his fi.ve fa.milg— owned firms to CA M in liew of handsome fees. What are

the fa.ctors to be evaluated bg CA M 'Lf he wants to take up the engagement?

Ans.

As per SQC 1, before accepting a new engagement, integrity of client should be considered

i.n.cl.ud.i.ng matters that indicate involvement in money l.a.u.ndering or criminal activities.

There has been search of ED on the said party lea.d.i.ng to recovery of h.uge amount of

cash. The above coupl.ed with actions of income tax d.epa.rtmen.t rela.ti.n.g to bogus ca.p'Lta.l.

gains on penny stocks indicates that client mi.ght be involved in money l.a.un.d.er'LrLg

activities. Th.erefore, oﬁer should not be a.ccepted..

Q4

gVN & Assoclates are auditors of a listed company involved in “f'm—tech” sector. The

engagement team is stuck up with some Lssue perta.'LrL'LrLg to a pa.rt'Lcula.r Ind AS applicable

to the company. Thel_.] have fra.med. a query and sent to ICAI for expert opinion on the

matter. The issue was resolved upon receipt of expert op'm'Lon. Since expert op'mion was

provided bg ICAI engagement team was of the view that appointment of engagement qualitl_.]

control reviewer has lost its relevance. Do you agree?

Ans.

Engagement qu,a.l.i.tg control review in listed entities is a man.da.torg requirement. Expert

opi.ni.orL of ICAI perta.'Ln.s to issue of i.n.terpreta.t'LorL. The appoi.n.tment of reviewer Ls a separate

and ma.n.d.a.torg requ.'LremerLt in audits of listed compan.'Les.

Q5

RST & Co, a fi.rm of Chartered accountants, are auditors of a listed company en.ga.ged. in

ma.nufa.ctu.ri,ng of heavg ma,ch'merg components. The audit report for year 2021-22 also

included report on matters listed in CARO,2020. While reporting under clause vii(a) of the

sald order rel.a.t'mg to regul.a.ri,tg of u.ndi,sputed. statutory dues bg the company, the

auditors have Commented that company is “generallg regular" in deposi,ti.ng statutory dues to

a.ppropr'La.te authorities. Is above reporti.ng qu.a.l.'Lta,t'Lve and in line with requ.'Lrements of SA-

2207

Such type of reporting is not qualitati.ve. It is not in accordance with SA 220. One of the

objectives of the auditor, as per SA 220, is to implement quality control procedures at the

engagement Llevel that prov'Ld.es the auditor with reasonable assurance that the audit

compl'tes with professiona.l standards and regu.la.torg and lega.l requirements. The

reporting under CARO, 2020 is not proper. Hence, the audit does not complg with

regu.latorg and Legal requirements.

20
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GENERAL AUDITING PRINCIPLES AND AUDITOR'S
RESPONSIBILITIES

1. SA 240 - The Auditor's Responsi.bi.[iti.es Relation to Fraud in an Audit of Financial

Statements

2. SA 250 - Consideration of Laws and Regu.la.tions in an Audit of Financial

Statements

3. SA 260 - Communication with Those Charged. with govemance (T CWQ)

4. SA 299 - Joint Audit of Financial Statements

5. SA 402 - Audit Considerations Rel.a.t'LrLg to an entity using a Service Organisation

21
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"SA 240" - The Auditor's Responslbllltles rela.t'mg to Fraud in
an Audit of FS

Q1. On what matters Auditor discuss Among the Engagement Team?

Discussion among the team members and members who are not part of engagement team to

upd_a.te about suspect areas of fra.u.d_. Discussion to be on matters viz:

An exchange of ideas among engagement team members

A consideration of earnings M(_.]T and the practices that mlght be followed bg MgT to

manage eamlngs that could lead to frau.d.u.lent f'LrLarLc'Lal reportlrlg.

A consideration of the known external and internal fa.ctors affectlng the erltltg that

may create an tncentive or pressure

A consideration of MgT’s involvement in overseei.rlg emplogees with access to cash or

other assets su.scepti.ble to mlsapproprlatlon.

A consideration of any unusual or u.rlexplalned, changes in behaviour or llfestgle of

MgT or emplogees which have come to the attention of the engagement team

An emphasls on the 'meortance of malntalnlng a proper state of mind throu.ghou.t the

audit regardlng the potenti.a.l for MM due to fra.ud.

A consideration of the types of circumstances that, lf encountered, mlght indicate the

possibility of fraud.

A consideration of how an element of urlpredi.cta.bi.lltg will be i.rlcorpora.ted into the

nature, ti.m'mg and extent of the audit procedu.res to be performed.

A consideration of any allegations of frau.d. that have come to the auditor's attention.

A consideration of the risk of M(_:,T override of controls.

Q2 What are RAP and Related Activities in case of a fraud?

Inquiries from MC_}T and Others within the Entity

The auditor shall make inquiries of MC_:,T regardlng:

MgT's assessment of the risk

MgT's process for i.d.enti.fglng and respondlng to the risks of fraud in the entity

MgT's communication, lf any, to TCWQ.

MgT's communication, lf any, to emplogees regardi.ng its views on business practlces

and ethical behaviour.

Frauds noticed bg M(_.]T d.u.r'mg the year.

Communication with Internal Auditor, lf any

TCWG

Unless all of TCWQ are involved in managing the entity, the auditor shall obtain an.

understandlng of how TCWC_.] exercise overslght of MgT's processes.
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Unusual or Unexpected RelatLonsths 'Ld_ent'Lf'Led

The auditor shall evaluate whether unusual or u.nexpected relationsh'tps that have been

'Ld.enti.f'Led in perforrni.ng analgtical proced.u.res

Other Informat'Lon

The auditor shall consider whether other i.nformat'Lon obtained bg the auditor indicates

ROMM due to frau.d. like 'Lnforrna.tion acqu.ired. d,u.r'Lng acceptance of audit, while rendering

other services to the client like review of interim f'Lnanc'Lal reports, etc.

Evaluation of Fraud Risk Factors

Fraud risk fa.ctors relate to the undue pressures, lack of ICs and personal bias/interest of the

company and or its ernplogees, heavg expectat'Lons of stakeholders, grant'Lng s'Lgn'Lf'Lcant

bonuses etc that lead to poss'Lbi.l'Lt'Les of misstatements in FS. Thou.gh fraud risk fa.ctors do not

necessa.ri.lg i.rnplg that fra.u.d exists but theg give the auditor suspicion that frau.d.s mi.ght

exist.

Fraud risk fa.ctors which pr'Lmar'ng arises on account of following reason:

e An incentive or pressure to commit fraud.

e A perce'wed. opportu.n'Ltg to commit fra.u.d..

e An abi.li.tg to rationalize the fra.u.du.lent action.

Q3 What are the Auditor's Response to Assessed Risk?

Response at Overall Level

In d.etermi.n'Lng overall responses due to fra.u.d at the FS level, the auditor shall:

. Assi.gn and supervise personnel - As per the knowledge, skill and ab'LL'Ltg

o Selection of accou.nt'Lng pol'Lci.es.

. Su.rpr'Lse Checks - Incorporate u.npred.'Lctabi.l'Ltg in nature, ti.mi.ng and extent of audit

procedu.res.

Response at Assertion Level

The auditor shall d.esi.gn and perform fu.rther audit procedu.res whose nature, timing and

extent are respons'Lve to the assessed ROMM due to frau.d. at the assertion level

Response to Risk related to MgT Override Controls

e The auditor shall determine whether the auditor needs to perform extra audit

proced.ures.

o Test the appropriateness of journal entries recorded in the general ledger & other

adjustments made in the preparation of the FS. In designing and performing audit

proced.ures for such tests, the auditor shall:

e Make inquiries of individuals involved in the fi.na.nci.al reporting process about

inappropriate or unusual activity relating to the processing of journal entries and
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other adjustments

o Select journal entries and other adjustments made at the end of a reporting period.

e Review accou.nt'mg estimates for biases. In perform'mg this review, the auditor shall:

o Evaluate whether the judgments and decisions made by MQT, indicate a possible

bias.

o Perform a retrospective review of MQT judgments and assumptions related to

s'LgrLi.chant accou.nt'mg estimates reflected in the FS of the pr'Lor year.

e For si.gn'Lfi.ca.rLt transactions that are outside the normal course of business for the

enti.tg and MC_.',T has not discussed its business rationale, are overlg complex like with

web subsidiartes, rela.ti.ng to related part'tes, etc

Q4 Evaluation of Audit Evidence?

e Evaluate whether analgtical procedu.res consistent with the auditor's understanding

of entity

e When the auditor 'Ld.entif'Les a misstatement, evaluate whether frau.d

e Evaluate 'meli.ca.ti.ons in relation to other aspects of the audit, particu.la.rlg the

rel'La.bi.l'Ltg of MgT representations.

e Re-evaluate the assessment of the ROMM due to fra.u.d and its resu.lt'mg 'meact on

the nature, t'Lmi.rLg and extent of audit procedu.res.

Q.5 Auditor unable to continue the Engagement

The auditor shall:

1. Determine the professional and legal respons'Lb'Ll'Lti.es a.ppl'Lcable in the circumstances,

Inclu.d.i.ng whether there is a requ.'LremerLt for the auditor to report to the person. or persons

who made the audit a.ppoi.ntment or, Ln some cases, to regu.latorg authorities

2. Consider whether it is appropr'Late to withdraw from the engagement.

3. If the auditor withdraws:

e Discuss with the appropriate Level of MgT and TCWG; and.

e Determine whether there is a profess'LorLal or legal requirement to report to a.ppo'mt'mg

a.u.thor'Ltg or to regu.latorg authorities

Q.6 What are the responsibilities to communicate to MGMT/TCWG?

The auditor shall make lnquiries of MC_.',T regard'mg:

. If the auditor has i.d.ent'Lfi.ed. a frau.d. or has indication of frau.d, the auditor shall

communicate these matters on a timelg basis to the a.ppropr'Late Level of MgT.

e The auditor shall communicate with TCWQ any other matters related to fraud that

are, in the auditor's judgment, relevant to their

The auditor's legal responsi.biL'Lt'Les may override the d.u.tg of conf'Ld,erLt'Lal'Ltg in some

circeumstances.
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Q.7 Explain Fraud Risk Factor — Imp

Fraudulent Financial Reporting

Incentives/Pressures

Financial stabi.litg or profi.tabi.litg is threatened

Excessive pressure exists for MC_,T

Personal financial situation of MgT or TCWC_.] is threatened

Opportu.n'Lt'Les

Nature of the 'Lnd,u.strg or the entitg's operat'Lons

The monitoring of MgT is not effect'we

There is a cornplex or unstable organ'tzat'Lonal structure

IC components are d.efi.ci.ent

Attitudes/Rationalizations

Communication, 'Lrnplementati.on, support, or enforcement of the ent'Ltg's values

Management pract'Lce of rnak'Lng large commitments

Low morale / initiative among senior M(_.]T

The relat'Lonsh'Lp between M(_.]T and the current or predecessor auditor is strained

M'Lsappropr'Lat'Lon Of Assets

Incentives/Pressures

Personal financial obligati.ons may create pressure on MgT or emplogees

Adverse relat'Lonsh'Lps between the ent'Ltg and ernplogees with access to cash

Opportu.n'Lt'Les

Inad.equ.ate IC over assets may increase the su.scept'Lb'Ll'Ltg of m'Lsappropr'Lat'Lon of those

assets

Nature of business activities / exposure to such assets hi.ghlg su.scept'Lb'Lli.tg of

mi.sappropri.ation

Attitudes/Rationalizations

Di.sregard for the need for mon'Ltori.ng / IC over mi.sappropri.ati.on of assets

Behaviour i.nd.'Lcat'Lng d.'Lspleasu.re or di.ssati.sfacti.on

Q8 Audit procedures to address the assessed ROMM due to fraud

resulting from both fraudulent financial reporting and misappropriation of

assets at assertion level? - IMP

The follow'Lng are spec'Lfi.c examples of responses:

Vi.Si.ti.n.g locations

Performing certaln tests on a su.rpr'Lse or unannounced basts

Requesting that inventories be counted at the end of the report'Lng per'Lod.

Altering the audit approach in the current year

Performing a detailed review of the entity's quarter-end or year-end adjusting entries

For significant and unusual transactions, investigating the possibility of related
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not override the qualitg of work. performed.

(b) The firm’s poiicies and procedu.res addressi.rig performance evaluation, compensation,

and promotion (including incentive systems) with regard to its personnel are designed to

demonstrate the firm’s overridirig commitment to qual.itg and

(c) The firm devotes sufficient resources for the development, documentation and support of

its qu.al.itg control poiicies and procedures.

212

Ethical Requirements.

The firm should establish poiicies and procedures desigried to provide it with reasonable

assurance that the firm And its persormei compig with relevant ethical requ.iremerits

contained in the Code of ethics issued bg ICAL

The Code establishes the fu,ridamerital. prin.cipies of professiorial. ethics which include

Lntegrity, objectivity, professional competence and due care, confidentiality and professional

behaviour Fundamental prin.cipl.es should be emphasized bg

¢ Actions of the |.eadersh.ip of the firm

. Spreadi.rig awareness and trairiirig

. Moriitoririg

+« A process for deaiirig with riori—compl.iarice.

Observance of “Irideperiderice” in all engagements is the fou.ridirig requirement. The firm

should establish poiicies and procedu.res desigried to provide it with reasonable assurance

that the firm, its persorin.ei and (in.ciu.din.g experts contracted bg the firm and network firm

and network firm persoririei) maintain in.deperiderice where requ.ired bg the Code. Such poiicies

and procedures should enable in firm to: -

a) Communicate its irideperiderice requirements to its persoririei

b) Ideritifg and evaluate circumstances and relationships that create threats to

irideperiderice, and to take appropriate action to eliminate those threats or reduce

them to an acceptable level by applying safequards, or, if considered appropriate, to

withdraw from the engagement.

There should exist a mechanism in the firm by which engagement partners provide the

firm with relevant information about client engagements and persorinel. of firm promptig

notifies firm of circumstances and rel.ati.orish.ips that create a threat to in.depen.dence. All

www.letslearnindia.in | 844 844 8919 CA ABHI SHEK BANSAL



breaches of i.ndependence should be promptlg not'Lf'Led to f'er for appropriate action. Its

objective is to ensure that independence requirements are satisfied.

At least a.n.nua.l.l.g, the f'er should obtain written con.fi.rma.ti.on. of compli.a.nce with its

pol.i.ci.es and procedures on 'LrLdeperLderLce from all fi.rm person.nel. requ.i.red to be

i.n.depen.dent in terms of the requirements of the Code.

213 | Acceptance and Continuance of Client Relationships and Specific Engagements

A fi.rm before accepting an engagement should acquire vital 'Ln.forma.ti.on about the client.

Such an i.nformati.on. should h.el.p fi.rm to decide about: -

¢ Integrity of Client, promoters and keg ma.na.ger'La.l personnel.

¢ Competence ('anluding ca.pa.bil'Lt'Les, time and resources) to perform engagement

. Compllance with ethical requirements.

The f'er should obtain such 'Lnforma.tion as it considers necessary in the circumstances

before accepting an engagement with a new client, when dec'Ld'mg whether to continue an

existing engagement, and when cons'Lder'LrLg acceptance of a new engagement with an existing

client. Where issues have been 'Lden.ti.f'Led, and the ﬁ.rm decides to accept or continue the client

reldt'Lon.sh'Lp ora spec'Lf'Lc engagement, it should document how the issues were resolved.

With rega.rd to the integrity of a client, matters that the fl.rm. considers include, for

exa.mpl.e:

The 'LderLt'Ltg and business repu.ta.t'LorL of the client's pr'Ln.c'Lpa.l owners, keg management,

related pa.rt'Les and those charged with its governan.ce.

e The nature of the client's opera.t'Lon.s, 'Ln.clu.d'Ln.g its business pract'Lces.

. Information. corLcern.'LrLg the attitude of the client's pr'Lru:'Lpal owners, keg management

and those charged with its governance towards such matters as aggress'we 'Lnterpretat'LorL

of accounting standards and the internal control environment.

e Whether the client is a.ggress'welg concerned with maintaining the firm's fees as Low

as possible.

e Indications of an inappropriate limitation in the scope of work.

e Indications that the client m'Lght be involved in money la.u.nderi.ng or another criminal

activities.

e The reasons for the proposed appointment of the f'er and non-appointment of

the previous f'er. The extent of knowledge a f'er will have regard'mg the Lntegrity of a
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client will generallg grow within the context of an ongoing relati.onship with that client.

In con.si.d.ering whether the ﬁ.rm has the capab'LI.'Lt'Les, competence, time and resources to

undertake an engagement, fol.lowi.ng matters have to be taken into consideration: -

o Firm personnel have knowledge of relevant industries or subject matters.

e Firm persormel have exper'LerLce with relevant regulatorg or report'mg requ.'LremerLts, or

the abi.l.'Ltg to gain the necessary skills and knowl.ed.ge effecti.vel.l_.j.

e The f'er has suff'Lc'Len.t personn.el. with the necessary capabi.l.i.t'Les and competence.

o Experts are available, i.f needed.

e Individuals meeting the criteria and el.i.g'Lbi.l.i.tg requirements to perform engagement

quali.tg control review are available. where applicable and

e The fi.rm would be able to complete the engagement within the reporting deadline.

If there is any confl'tct of interest between the firm and client, it should be properlg resolved

before accept'mg the engagement. Where the f'er obtains 'Lnformat'Lon that would have

caused it to decline an engagement if that information had been obtainable earlier,

polici.es and proced.u.res on the continuance of the engagement and the client relationsh'tp

should include consideration of:

(a) The profess'Lon.aL and Legal resporLs'Lb'Ll'Lt'Les that applg to the circumstances, 'LrLclu.d.'LrLg

whether there is a requiremen.t for the f'er to report to the person or persons who made

the appointment or, in some cases, to regu.[atorg authorities; and

(b) The poss'Lb'Ll'Ltg of with.d.rawin.g from the engagement or from both the engagement

and the client relat'LorLsh'Lp.

Policies and procedures on withdrawal from an engagement or from both the

engagement and the client relationship address issues that include the

Following;

. D'Lscu.ss'mg with the appropriate Level of the client's management and those charged

with its governance regardi.ng the appropr'tate action that the f'er might take based on

the relevant facts and circumstances.

o If the firm determines that it is appropriate to withdraw, d.'Lscu.ssi.rLg with the

appropriate Level of the client's management and those charged with its

governance withdrawal from the engagement or from both the engagement and
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the client relat'Lortsh.'Lp, and the reasons for the withdrawal.

. Considering whether there is a professi.onal, regu.latorg or legal requirement for the

fi.rm to remain in pl.ace, or for the f'er to report the withdrawal from the

management, or from both the engagement and the client rel.ati.ortsh'Lp, together with

the reasons for the withdrawal to regu.l.atorg authorities.

. Docu.mertt'mg si.grti.fi.cant issues, consultations, conclusions and the bastis for the

conclusions.

214 Human Resources

The fi.rm should establish poli.ci.es and procedu.res des'LgrLed to provi.de it with reasonable

assurance that it has saffi.ci.en.t person.rtel with the capab'Lli.t'Les, competence, and

commitment to ethical pri.rLc'Lpl.es necessary to perform its engagements in accordance with

professi.onal standards and regu.latorl_.] and legal requirements and to enable the fi.rm or

engagement partners to Lssue reports that are appropriate in the circumstances. Such

pol'Lc'Les and procedu.res should address relevant HR issues 'antud'mg recruitment,

compensation, training, career development, performance evaluation etc. There should

be emphas'Ls on the cont'Lrw.i.ng professional development of fi.rm’s persormeL

The f'er should assign resporLs'Lbi.l.'Ltg for each engagement to an engagement partner.

The firm should establish policies and procedures requiring that:

(a) The 'Ldertt'Ltg and role of the engagement partner are communicated to keg members of

the client's management and those charged with governance;

(b) The engagement partner has the appropriate capabil'Lt'Les, competence, auth.oritg and

time to perform the role; and

(c) The respons'Lb'Ll'Lt'Les of the engagement partner are clearlg def'Ln.ed and communicated to

that partner

Each engagement team should be able to carry out its responsibilities with necessary

competence competence and skill. Therefore, the firm should ensure suitable people are

available and also groom them for their role. The firm should assess performance of their

partners and team members keepi.rtg in mind their commitment towards qualttg.

215 | Engagement Performance

Consistency in quality of engagement performance is achieved through briefing of

engagement teams of their objectives, processes for complying with engagement standards,
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processes of engagement supervision and training, methods of reviewing performance of

work, appropriate documentation of work. performed.

Consultation in difficult or contentious matters: Consultation should take place in

d'Lff'Lcult or contentious matters pertaining to an engagement.

Consultation includes discussion, at the appropriate professi.onal. level, with individuals

within or outside the f'er who has speci.al.'Lzed expertise, to resolve a di.ﬁi.cu.l.t or contentious

matter. It helps to promote quality and improves the application of professional judgment.

Consultation procedures require consultation with those having appropriate knowledge,

seniority and experience within the firm (or outside the f'er) on significant technical,

ethical and other matters and appropr'Late documentation and 'melementati.on of

conclusions resulti.ng from consultations.

Engagement quality control review: Significant judgments made in an engagement

should be reviewed by an engagement quality control reviewer for taking an objective view

before the report is issued.

The extent of the review depends on the complex'Ltg of the engagement and the risk that the

report m'Lght not be appropr'Late in the circumstances. The review does not reduce the

responsi.b'LLi.t'Les of the engagement partner.

Engagement gu.al.'Ltg control review Ls mandatorg for all audits of f'Lnanci.al statements

of listed entities. In respect of other engagements, fi.rm should devise criteria to determine

cases requ'Lr'Lng performance of engagement gual.'Ltg control review.

An engagement qu.al.i.tg control review for audits of f'Lnanci.al. statements of listed

entities include considering the following: -

e The engagement team's evaluation of the firm's i.ndependence in relation to the

spec'Lf'Lc engagement.

. Si.gn'Lf'Lcant risks i.dent'Lf'Led du.r'Lng the engagement and the responses to those risks.

o Judgments made, particularly with respect to materiality and significant risks.

e Whether appropr'Late consultation has taken place on matters 'anolv'Lng d'Lfferences of

op'Ln'Lon or other diffi.cu.lt or contentious matters, and the conclusions ar'Ls'Lng from
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those consultations.

e The s'LgrL'Lf'Lca.nce and disposi.ti.on of corrected and uncorrected misstatements 'Ld.ent'tf'ted

d.u.ri.n.g the engagement.

e The matters to be communicated to management and those charged with

governance and, where a.ppl.'Lca.bl.e, other parties such as regu.[a.torg bodles.

e Whether worki.n.g papers selected for review reflect the work perform.ed. in relation to

the significant judgement and support the conclusions reached.

e The appropriateness of the report to be issued.

Engagement qua.l'ttg control reviewer is a partner, other person. in the firm (who should be

member of ICAI), su.'Lta.blg qual'Lf'Led. external person, or a team made up of such

individuals. In this regard., suitablg qu.a.l'Lf'Led. external person refers to an individual

outside the firm with the ca.pa.b'Ll'Lt'Les and competence to act as an engagement partner, for

exa.mple a partner or an emplogee (with appropriate experience) of another firm. In

addition, the engagement qu,a.l.i.tg control reviewer for an audit of the f'Ln.a.n.c'Lal statements

of a listed entity is an individual with su.ffici.ent and appropriate experience and

a.u.thoritg to act as an audit engagement partner on audits of fina.n.ci.al. statements of listed

entities. It is necessary to maintain objectivity of such reviewer. Therefore, participation in

engagement or mak'Ln.g decisions for engagement team is to be avoided at all costs.

However, engagement partner may consult engagement qu.a.l'Ltg control reviewer du,r'Ln.g the

engagement so as not to compromise his objectivity and eligibility to perform the role.

Differences of Opinion: There might be difference of opinion within engagement team, with

those consulted and between engagement partner and engagement qu.a.li.tg control reviewer.

The report should onl.g be issued after resolution of such d.'LffererLces. In case,

recommendations of engagement qu.ali.tg control reviewer are not a.ccepted. bg engagement

partner and matter are not resolved to reviewer's sat'Lsfa.ct'LorL, the matter should be

resolved bg follow'mg established procedu.res of f'er like bg consu.lt'mg with another r

pra.ct'Lt'Loner of fi.rm, ora profess'LorLa.l or regu.latorg bodg.

Engagement documentation: The f'er should establish pol'Lc'Les and procedures for

engagement teams to complete the assemblg of f'LrLa.L engagement f'Lles on a timelg bastis

after the engagement reports have been finalized. Engagement files should be completed in

not more than 60 dags a.fter date of auditor's report in case of audit engagements and in

other cases within the limits appropriate to engagement.

8
www.letslearnindia.in | 844 844 8919 CA ABHI SHEK BANSAL



Where two or more different reports are issued in respect of the same subject matter

i.nforma.ti.on of an entity, the fi.rm’s pot'Lci.es and procedures rel.at'Lng to time limits for the

a.ssemblg of f'Lnal. engagement fi.l.es should be considered for each report as i.f it were for a

separate engagement. This may, for exa.mpl.e, be the case when the f'er issues an auditor's

report on a component's fi.nanci.a.l. i.nformat'Lon for group consolidation purposes and, at a

subsequent date, an auditor's report on the same fi.na.nc'La.l. i.nforma.t'Lon for statutory

PU.FPOSCS.

Policies and procedures should be des'Lgned to maintain the conf'Ldent'Lal'Ltg, safe custodg,

Lntegrity, a.ccess'Lb'Ll'Ltg and retr'Leva.b'Ll'Ltg of engagement documentation.

Care should be taken that pol'Lc'Les and procedu.res on documentation of the engagement

qualttg control review should requ'Lre documentation that: -

(a) The procedures required by the firm's policies on engagement quality control review

have been performed.

(b) The engagement qualitg control review has been completed before the report is issued

and

(c) The reviewer is not aware of any unresolved matters that would cause the reviewer to

believe that the significant judgments the engagement team made and the

conclusions theg reached were not a.ppropri.a.te.

Wnless otherwise spec'Lf'Led bg law or regul.at'Lon, engagement documentation is the property

of the firm. The firm may, at its discretion, make portions of, or extracts from, engagement

documentation available to clients, prov'Lded such disclosure does not undermine the

val'Ld'Ltg of the work performed, or, in the case of assurance engagements, the 'Lndependence of

the f'er or its personneL

Engagement documentation has to be retained for a peri.od of time sufficient to perm'Lt

those performing mon'Ltor'Lng procedu.res to evaluate the f'er's compltance with its system of

qu.a.l'ttg control, or for a tonger per'Lod i.f required bg law or regutat'ton.

In the speci.f'Lc case of audit engagements, the retention per'Lod ordi.na.ri.l.l_.j is no shorter than

seven. years from the date of the auditor's report, or, i.f later, the date of the group auditor's
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