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As per provision of Section 143(9) of the Companies 
Act, 2013, every auditor has to comply with the 
Auditing Standards. Further, under Section 143(10) 
of the Companies Act, 2013 presently the auditing 
standards issued by ICAI shall be deemed to be the 
auditing standards.
In view of the same, every auditor has to comply with 
the Standards on Auditing issued by ICAI. 

Update on Standards on Auditing  & Guidance 
for Audit of an Entity

Contributed by Auditing and Assurance Standards Board, ICAI

Certain standards on auditing have been revised 
resulting in major changes in reporting. Revised 
SA 260, Communication with Those Charged with 
Governance and Revised SA 570, Going Concern 
are applicable for audits of financial statements 
for periods beginning on or after April 1, 2017. 
Reporting Standards viz; Revised SA 700, Forming 
an Opinion and Reporting on Financial Statements, 
Revised SA 705, Modifications to the Opinion in 
the Independent Auditor’s Report, Revised SA 706, 
Emphasis of Matter Paragraphs and Other Matter 

Auditing and Assurance Standards Board (AASB) is a technical committee of the Council of 
ICAI. AASB’s main functions are to develop engagement and quality control standards mostly 
in line with the internationally recognized and accepted standards and to develop technical 
literature on auditing in form of Guidance Notes, Implementation Guides and Technical Guides 
for providing guidance to the members. For creating awareness about auditing standards among 
the members, AASB conducts seminars, workshops, webcasts etc. AASB regularly interacts with 
regulators and government/ministries to discuss critical issues and give its suggestions. AASB 
continuously monitors international developments in auditing and responds appropriately 
by revising the standards on Auditing and Guidance Note/Technical Guide for benefit of the 
members and users. Read on….
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Paragraphs in the Independent Auditor’s Report and 
SA 701, Communicating Key Audit Matters in the 
Independent Auditor’s Report, all are applicable for 
audits of financial statements for periods beginning on 
or after April 1, 2018. Further, SA 720, The Auditor’s 
Responsibilities Relating to Other Information has 
also been revised which is applicable to corporate 
entities only for audits of financial statements for 
the periods beginning on or after April 1, 2018. The 
revised auditor’s report in accordance with the new/
revised Standards on Auditing (SAs) maintains all its 
existing elements and information. The introduction 
of several new elements and enhancements results in 
a significant expansion to the content and length of 
the standard auditor’s report. These standards have 
prescribed new formats of audit reports and have 
completely changed the manner of auditor’s reporting. 
The implementation of reporting on Key Audit 
Matters (KAMs) as required by SA 701 is the major 
and new addition in reporting in the audit report 
of listed entities. KAMs are those matters, which in 
the auditor’s professional judgement, were of most 
significance in the audit of the financial statements 
of the current period. Key audit matters are selected 
from matters communicated with those charged with 
governance.

The significant changes to audit report made by 
these Standards are briefly discussed below:

� Auditor’s Opinion at the beginning: The 
auditor’s opinion is now required to be given 
in the beginning of audit report, followed by 
the Basis for Opinion.

� Basis for Opinion Section: Earlier, the Basis 
for Opinion section was required only in 
case of modified opinions. Now, this section 
is required for all audit reports whether 
modified or unmodified. This Section is 
required to be given immediately after the 
Opinion paragraph. 

� new affirmative statement about the 
auditor’s fulfillment of independence 
and other relevant ethical requirements: 
The Basis for Opinion section also includes 
a new affirmative statement that the 
auditor is independent of the entity and has 
fulfilled the auditor’s other relevant ethical 
responsibilities relating to the audit. 

� new Section on key audit matters: A new 
section on ‘Key Audit Matters’ is required to 

be included in audit report as per SA 701 in 
case of audits of listed entities. 

� new section on Other Information: A new 
section on “Other Information” is required to 
be included in audit report, where applicable, 
as per SA 720(Revised). SA 720(Revised) 
requires this Section in following cases: 
Ø Audit of listed entities: The auditor has 

obtained, or expects to obtain, the other 
information at the date of the auditor’s 
report  

Ø Audit of unlisted corporate entities: 
The auditor has obtained some or all of 
the other information at the date of the 
auditor’s report. 

� Enhanced Reporting on Going Concern: 
SA 570(Revised) has enhanced the auditor’s 
reporting requirements when a material 
uncertainty related to going concern exists 
and disclosure in the financial statements 
in this regard are adequate. Instead of the 
current requirement to report material 
uncertainty within an Emphasis of Matter 
paragraph, material uncertainty is now 
required to be reported by a separate section 
of audit report titled “Material Uncertainty 
related to Going Concern”. However, if the 
auditor concludes that there is a material 
uncertainty and the disclosure given in the 
financial statements are inadequate, the 
auditor should modify the auditor’s report. 
Reference can be made to FAQs on SA 
570(Revised), ‘Going Concern’ for further 
guidance.

� Extended reporting under the Section 
Management’s responsibilities for 
the financial statements: In revised 
audit report, the Section “Management’s 
responsibilities for the financial statements” 
will include the following new aspects:

 Management’s responsibilities for assessing 
the entity’s ability to continue as a going 
concern and whether the use of the going 
concern basis of accounting is appropriate 
as well as disclosing, if applicable, matters 
relating to going concern. Identification of 
those who are responsible for the oversight 
of the financial reporting process, if those 
are different from the management.   
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� Extended reporting under the Section 
Auditor’s responsibilities for the audit 
of the financial statements: In revised 
audit report, reporting under the Section 
“Auditor’s responsibilities for the audit of the 
financial statements” has been significantly 
extended. The objective is to provide greater 
transparency to the users about the audit 
by explaining key features of an audit. This 
Section will include new aspects such as 
statement that reasonable assurance is a high 
level of assurance, but is not a guarantee that 
an audit conducted in accordance with SAs 
will always detect a material misstatement 
when it exists, statement that misstatements 
can arise from fraud or error, and they 
are considered material if, individually or 
in the aggregate, they could reasonably 
be expected to influence the economic 
decisions of users taken on the basis of 
these financial statements, statement that, 
as part of an audit in accordance with SAs, 
the auditor exercises professional judgment 
and maintains professional skepticism 
throughout the audit, description of the 
auditor’s responsibilities regarding going 
concern matter, description of the auditor’s 
responsibilities in case of group audits.

SA 299(Revised), Joint Audit of Financial 
Statements
In India, the practice of appointing joint auditors to 
conduct the audit of large entities has been in vogue for 
a longtime, sometimes voluntarily by the shareholders 
or sometimes due to requirements of laws or 
regulations. Considering this practice, ICAI issued SA 
299, “Responsibility of Joint Auditors” in 1996. 
In March 2018, AASB revised this standard and 
issued Revised SA 299, “Joint Audit of Financial 
Statements” which will be applicable for audits of 
financial statements for periods beginning on or after 
April 1, 2018.
Other Engagement and Quality Control Standards 
A list of other Engagement and Quality Control 
Standards, which shall be complied by the 
practitioner for audits/ Assurance Engagements/ 
Review Engagements/ Related Service Engagements 
is cited below:
1. SQC 1, Quality Control for Firms that Perform 

Audits and Reviews of Historical Financial 

Information, and Other Assurance and Related 
Services Engagements

2. SA 200, Overall Objectives of the Independent 
Auditor and the Conduct of an Audit in 
Accordance with Standards on Auditing

3. SA 210, Agreeing the Terms of Audit Engagements
4. SA 220, Quality Control for an Audit of Financial 

Statements
5. SA 230, Audit Documentation
6. SA 240, The Auditor’s Responsibilities Relating 

to Fraud in an Audit of Financial Statements
7. SA 250, Consideration of Laws and Regulations 

in an Audit of Financial Statements
8. SA 265, Communicating Deficiencies in Internal 

Control to Those Charged with Governance and 
Management 

9. SA 300, Planning an Audit of Financial Statements
10. SA 315, Identifying and Assessing the Risks of 

Material Misstatement Through Understanding 
the Entity and Its Environment

11. SA 320, Materiality in Planning and Performing 
an Audit

12. SA 330, The Auditor’s Responses to Assessed 
Risks

13. SA 402, Audit Considerations Relating to an 
Entity Using a Service Organisation

14. SA 450, Evaluation of Misstatements Identified 
During the Audit

15. SA 500, Audit Evidence
16. SA 501, Audit Evidence—Specific Considerations 

for Selected Items
17. SA 505, External Confirmations
18. SA 510, Initial Audit Engagements – Opening 

Balances
19. SA 520, Analytical Procedures
20. SA 530, Audit Sampling
21. SA 540, Auditing Accounting Estimates, 

Including Fair Value Accounting Estimates, and 
Related Disclosures

22. SA 550, Related Parties
23. SA 560, Subsequent Events
24. SA 580, Written Representations
25. SA 600, Using the Work of Another Auditor

(continued on Page 160)
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26. Revised SA 610, Using the Work of Internal 
Auditors

27. SA 620, Using the Work of an Auditor’s Expert 
28. SA 710, Comparative Information - 

Corresponding Figures and Comparative 
Financial Statements

29. SA 800, Special Considerations—Audits of 
Financial Statements Prepared in Accordance 
with Special Purpose Frameworks

30. SA 805, Special Considerations—Audits of Single 
Financial Statements and Specific Elements, 
Accounts or Items of a Financial Statement

31. SA 810, Engagements to Report on Summary 
Financial Statements

32. Revised SRE 2400, Engagements to Review 
Historical Financial Statements

33. SRE 2410, Review of Interim Financial 
Information Performed by the Independent 
Auditor of the Entity

34. SAE 3400, The Examination of Prospective 
Financial Information

35. SAE 3402, Assurance Reports on Controls at a 
Service Organisation

36. SAE 3420, Assurance Engagements to Report 
on the Compilation of Pro Forma Financial 
Information Included in a Prospectus

37. SRS 4400, Engagements to Perform Agreed-upon 
Procedures Regarding Financial Information

38. Revised SRS 4410, Compilation Engagements
Apart from the Standards on Auditing, the AASb 
of ICAI has also issued various Guidance notes 
on Auditing for the benefit of the members to 
properly discharge their duties. Certain Guidance 
notes widely applicable and useful to mostly all 
practitioners are briefed as below:-
A   Guidance note on Audit of banks 2018 edition
Guidance Note on Audit of Banks is an industry specific 
Guidance Note issued by AASB every year. It provides 
comprehensive guidance to the members carrying 
out statutory audits of banks and bank branches. This 
Guidance Note is revised every year to incorporate the 
impact of, inter alia, the following aspects: 

� Master Directions, Master circulars, other 

Circulars, guidelines issued by RBI during 
the year.

� Developments taking place in the banking 
sector having impact on bank audits.

� Relevant pronouncements of the Institute 
having bearing on bank audits.

The latest 2018 edition of the Guidance Note was 
issued in March 2018. Currently, the 2019 edition of 
the Guidance Note is in process and will be issued in 
February/ March 2019.

b Guidance note on the Companies (Auditor’s 
report) order, 2016

The Central Government exercising its powers under 
Section 143(11) of the Companies Act, 2013 issued the 
Companies (Auditor’s Report) Order, 2016 (CARO 
2016) in March 2016. The Order contains several 
significant changes and new reporting requirements 
vis-à-vis earlier editions of CARO. AASB took the 
mammoth task of developing Guidance Note on 
CARO 2016 and issued the Guidance Note in April 
2016 i.e. within a record time of less than 1 month 
after notification of CARO 2016. The Guidance Note 
contains detailed guidance on various clauses of 
CARO 2016 and various issues and intricacies involved 
therein. The Guidance Note is comprehensive and 
self-contained reference document for the members. 
C Guidance note on reports or Certificates for 

Special Purposes (revised 2016)
Members of the Institute are sometimes required 
to issue reports/certificates for special purposes e.g. 
reports/certificates required under various laws and 
regulations or those required by management of entities 
for their own special purposes. The Institute brought 
out a Guidance Note on the subject in 1984 titled as 
Guidance Note on Audit Reports and Certificates for 
Special Purposes. AASB undertook the task of revising 
this Guidance Note and issued the revised Guidance 
Note in October 2016. The main highlights of the 
revised Guidance Note are given below:

i. The Guidance Note provides guidance in the 
situations where format of assurance report 
has been prescribed under the applicable 
laws or regulations.  

ii. The Guidance Note also provides guidance 
in the situations where assurance report 

Update on Standards on Auditing  & Guidance for Audit of an Entity  
(continued from Page 56)
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 issued by practitioner in accordance with the 
Guidance Note is rejected by the concerned 
authorities.  

iii. The Guidance Note contains illustrative 
formats of reports/certificates for special 
purposes.

Certain Guidance notes on Auditing mostly 
applicable while providing services to listed entities 
are briefed as below:-
� Guidance note on reports in Company 

Prospectuses (revised 2016)
This Guidance Note is thoroughly revised edition 
of the Guidance Note on Reports in Company 
Prospectuses issued in 2006. It is pertinent to 
note that SEBI (ICDR) Amendment Regulations 
2018 have been issued recently, so the Revised 
edition of the Guidance Note is in progress.

� Guidance note on Audit of Consolidated 
Financial Statements (revised 2016)

 This Guidance Note is thoroughly revised edition 
of the Guidance Note on Audit of Consolidated 
Financial Statements issued in 2003. The 
Guidance Note is written under the overall 
umbrella of SA 600.The Guidance Note was 
issued in October 2016. 

The AASb of ICAI has also issued certain 
Implementation Guides in recent past for the 
benefit of the members which are as below:  
� Implementation Guide to SA 610 (revised), 

“Using the Work of Internal Auditors”
 The Board issued the Implementation Guide to SA 

610(Revised) in August 2018. The Implementation 
Guide provides detailed guidance on various 
issues involved in this Standard including the new 
concept of using internal auditor for providing 
direct assistance to external auditor.  

� Implementation Guide to SA 701, 
Communicating Key Audit matters in the 
Independent Auditor’s report

 The Board issued the Implementation Guide to SA 
701 in February 2018. The Implementation Guide 
provides practical implementation guidance 
on new reporting standard i.e. SA 701 which is 
applicable for audits of financial year 2018-19 and 
onwards. 

� Implementation Guide on reporting Standards 
(revised SA 700, revised SA 705 and revised 
SA 706)

 The Board issued the “Implementation Guide on 
Reporting Standards (Revised SA 700, Revised 
SA 705 and Revised SA 706)” in May 2018. 
The Implementation Guide provides practical 
implementation guidance on revised SA 700, 
revised SA 705 and revised SA 706 which will be 
applicable for audits of financial year 2018-19 and 
onwards. 

� Implementation Guide on Auditor’s report 
under rule 11(d) of Companies (Audit and 
Auditors) Amendment rules, 2017 and 
Amendment to Schedule III to Companies Act, 
2013

� Implementation Guide on Audit of Internal 
Financial Controls over Financial reporting 
with Specific reference to Smaller, Less Complex 
Companies

 This Implementation Guide addresses the 
issues relating to reporting on internal financial 
controls (IFC) in the case of smaller, less complex 
companies. The Implementation Guide is in the 
form of Frequently Asked Questions (FAQs) arising 
from the practical difficulties faced by auditors in 
the audit of IFC in case of smaller, less complex 
companies and the responses to those FAQs. This 
Implementation Guide supplements the “Guidance 
Note on Audit of Internal Financial Controls over 
Financial Reporting” which was issued by the Board 
in 2015. The Implementation Guide was issued in 
August 2016.

� Implementation Guide on Auditor’s reports 
under Indian Accounting Standards for 
Transition Phase

 The Implementation Guide addresses the 
various issues relating to the auditor’s reporting 
responsibilities on the financial statements prepared 
under the Indian Accounting Standards (Ind AS) 
framework especially during the transition phase of 
first time implementation of Ind AS Framework.  The 
Implementation Guide was issued in August 2016.

The AASb of ICAI has also issued various technical 
guides and FAQs and in the process of revising 
the standards on Auditing and other publications 
which can be viewed at https://icai.org/new_post.
html?post_id=662&c_id=38

Further AASb organises various seminars, 
conferences and live webcasts on various matters 
related to audit and compliances of SAs where the 
members can update their knowledge to improve 
the quality in reporting. n

The roots below the earth claim no rewards for making the branches fruitful. - Rabindranath Tagore in Stray Birds
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