
The International Auditing and Assurance Standards

Board (IAASB) of the International Federation of

Accountants (IFAC) has released a revised International

Standard on Auditing (ISA) requiring auditors to be

more rigorous in planning of their audits.

The revised ISA 300, Planning an Audit of

Financial Statements, builds on the new audit risk stan-

dards issued last year and requires the auditor to plan

the audit so that the engagement will be performed in an

effective manner. The standard emphasizes that plan-

ning is a continuous process throughout the engage-

ment and that unexpected events, changes in conditions

or other circumstances may lead the auditor to re-eval-

uate the planned audit procedures.

The standard, effective for audits of financial state-

ments for periods beginning on or after December 15,

2004, requires the auditor to establish the overall strat-

egy for the audit that sets the scope, timing and direc-

tion of the audit. 

The revised standard on audit planning provides

the necessary requirements and guidance for the audi-

tor to perform this important aspect of the audit and will

assist in improving auditor performance.

IAASB proposes enhancements 

to its working procedures 

The IAASB of the IFAC has issued an exposure draft

(ED) proposing certain enhancements to its due

process and working procedures. The ED also proposes

to expand the present description of IAASB’s due

process and working procedures to reflect more fully

the practices that are being followed.

The enhancements are designed to increase confi-

dence that the activities of IAASB are properly respon-

sive to public interest and will lead to establishment of

high quality international standards. 

To further strengthen its deliberative process and to

enhance its responsiveness to comments made on pro-

posed standards, the IAASB proposes that its due process

and working procedures provide for:

● Public forums or roundtables, or the issue of consulta-

tion papers, where wider or further input would be

appropriate.

● Enhanced meeting agenda material and easier access

to comment letters to assist in its deliberative process.

● An expanded description of the process by which the

IAASB considers the need to re-expose a draft

IAASB international standard or practice statement.

● The possibility of issuing a separate document explain-

ing its basis for conclusions on final IAASB interna-

tional standards or practice statements where necessary.

● A process to address circumstances where issues

over due process are raised with the IAASB.

The details of the proposed exercise are available

at www.ifac.org

New focus on public interest issues

and needs of developing nations 

The Board of IFAC has taken actions to strengthen the

role of Public Sector Committee and enhance its capac-

ity to develop high quality international public sector

accounting standards (IPSASs). An international sum-

mit on small and medium practice issues will be orga-

nized in 2005. The IFAC will also hold discussions with

international and national regulators and standard set-

ters on achieving the shared goal of ensuring high qual-

ity performance by all sectors of the profession. 

Additionally, the Board has advanced initiatives on

sustainability and narrative reporting and has approved

a translation policy designed to facilitate the translation

of, and thus access to, IFAC standards and guidance.

Recognizing that there is a global gap in meeting

the needs of small and medium-sized Practices (SMPs)

and also those of developing nations, the Board has

established permanent task forces. One key initiative

was the Board’s request that the chairs of the two task

forces, along with other Board members, organize an

international forum to address SMP issues early in

2005.

IFAC’s PSC External Review 

Panel releases final report

The PSC External Review Panel, which had sought the

views of key stakeholders, including audit bodies and

finance ministries, on the PSC’s role, activities and
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governance, has received good response. As per the

report, available on IFAC’s website www.ifac.org, the

respondents overwhelmingly supported the existence

of an independent standard setter for international pub-

lic sector financial reporting standards. The Review

Panel recommended that the name of the Public Sector

Committee be changed to the “International Public

Sector Accounting Standards Board.” Additionally, the

panel recommended that the PSC do the following: 

● Add public members who need not be members of

IFAC member bodies;

● Focus its resources on financial reporting standard-setting;

● Investigate new funding sources; and 

● Be subject to oversight by the new Public Interest

Oversight Board.

Canada’s CAs, CMAs may merge

Chartered Accountants and Certified Management

Accountants in Canada are considering formal discus-

sions to create one of the largest, most influential

accounting bodies in the world.

The new body would ensure its members adhere to

the highest professional standards of certification, con-

tinuing education, integrity and discipline for a broad

range of services in three principal areas of practice –

management, audit and assurance, and taxation.

If approved by Canada’s CAs and CMAs, the new

organization would have more than 100,000 members

and 18,000 students.

Guiding principles for the merger have been

approved by the leadership of the national CA and

CMA bodies. If the merger is approved, it is anticipated

that the new profession would be created on January 1,

2005.

SEBI clears weekly options plan

The Securities and Exchange Board of India (SEB) has

cleared a plan for weekly equity options for equity

derivatives products – index options and stock options

– proposed by Bombay Stock Exchange. The new

products are likely to be launched in September.

In a move to resurrect its near-dead futures and

options (F&O) business, the country’s oldest exchange

has planned to introduce weekly stock options product. 

To start with, the market regulator has permitted

BSE to introduce stock option contracts in 10 stocks,

which includes a Sensex option. All these are currently

part of the BSE’s monthly F&O segment. In the begin-

ning the BSE may be issue two contracts – one weekly

settlement series and the second fortnightly series, in

the index options and stock options product. However,

after the settlement of the first weekly option series,

BSE will issue options contract (both index options and

stock options) every Monday and the cycle for all these

options contracts would be for two weeks. The weekly

stock options are expected to narrow down the pre-

mium currently prevailing in the monthly contracts.

RBI may change inspection system

The annual inspection of banks by RBI may soon be a

thing of the past for well-managed bans. The regulator

is considering changing the system of annual inspec-

tion of banks by making periodicity and coverage of its

inspection commensurate with bank ratings.

The rating will be assigned, on earnings, asset qual-

ity and risk perception of banks, with four categories.

According to the proposal, inspection cycle of the

banks in ‘A’ category will be elongated to once in two

years. For ‘B’ category banks, the inspection will be

done once n 18 months and for ‘C’ and ‘D’ category

banks inspection will be conducted once in a year, the

mode that is followed presently.

SEBI modifies FII  derivative norms

In a move to ringfence the speculative activity of foreign

institutional investors (FIIs) in the derivatives market,

the SEBI has put a caveat in all the transactions under-

taken by FIIs in the index-related derivatives products.

In a circular, the market regulators said the

open position of FIIs in index futures and options

(F&O) has been revised to the extent of Rs 250 crore or

15 per cent of the total open position in the market,

whichever is higher, per exchange. The revised norms

for FIIs will come into force from September 1.

However, FIIs can build open positions in these

derivative products subject to certain conditions. FIIs

can go short in the index options (buy long calls and

short puts) and index futures market only to the extent of

their position in cash market (notional value). As per the
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existing norms, FIIs can have open position in index-

related derivative products to the extent of 15 per cent

or Rs 100 crore, whichever is higher per exchange of al

the open interest in the respective underlying index

derivatives products. Currently, FIIs can build open

position in the index derivative products without hav-

ing underlying securities in the case of short position

and in the case of long position without being backed

by cash, government securities, T-Bills and similar

instruments (on notional basis). In the case f long posi-

tions in index futures and index options (long calls and

short puts), FIIs can build an open position to the extent

of their holding of cash, government securities, T-Bills

and similar instruments (on notional basis).

Accordng to SEBI, the existing FII position

limits in equity index derivatives contracts were

reviewed by the advisory committee on derivatives

and market risk management and the SEBI board

approved it.  The report said that w.e.f  September 1,

2004, FIIs shall report to the clearing member (custo-

dian) the extent of the FII’s holdingof stocks, cash,

government securities, T-Bills and similar instru-

ments before the end of the day and the clearing mem-

ber (custodian) in turn shall report the same to the

exchange.

RBI may widen Ombudsman ambit

Reserve Bank of India is considering expanding the

ambit of the Banking Ombudsman Scheme to include

complaints against banks pertaining to high rates of

interest, higher service charges on credit cards and

even indifferent attitude of staff, among other things.

The widening of the scope of the scheme has been

recommended by an internal committee of the bank

and the RBI is evaluating this recommendation, a

highly placed official in RBI told Indian Express

recently.

At present, complaints pertaining to the opera-

tions in any savings, current or any other account

maintained with a bank, such as delays, non-credit of

proceeds to parties’ accounts, non-payment of deposit

or non-observance of the RBI directives, if any, applic-

able to rate of interest on deposits can be filed with the

ombudsman having the jurisdiction.

The RBI had introduced the Banking Ombudsman

Scheme in 1995 to provide for an additional but

optional legal remedy for effective expeditious and

inexpensive redressal of customer grievances. ■
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Case Studies on Information System Audit

The IT Committee of the Institute is in the process of developing a compilation of Case Studies on Information

System Audit to provide practical exposure to members of ISA Course by providing real life problems/situa-

tions for discussion/ analysis and decision. These would be used for applications like Course

Material/Discussions in ISA PT Classes/IT Harmony/Test Questions. Information System Auditors (ISA) are

requested to submit Case Studies, along with their profile, for evaluation at the following address:

The Secretary, IT Committee, The Institute of Chartered Accountants of India, 

PO Box No 7100, Indraprastha Marg, New Delhi – 110002

E-mail: secyitc@icai.org

Case Studies should be the original work of the authors giving details of actual situations faced/encountered

during IS Audit requiring application of IS Audit Principles/Practices/Procedures/Reporting such that the

readers gain a practical insight in this emerging field. This should be followed by a decision/solution/action

summary giving reasons.

Case Studies accepted by the Institute’s “Panel of ISA Case Study Reviewers” would be paid a token honorar-

ium as decided by the IT Committee from time to time.
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