FINAL COURSE
STUDY MATERIAL
GROUP-I

ADVANCED AUDITING,
ASSURANCE &

PROFESSIONAL ETHICS
MODULE 3 OF 3

Board of Studies (Academic)

(VAN The Institute of Chartered

s j Accountants of India

{set up by an Act of Parliament)

® www.icai.org @ nhttps:/[boslive.icai.org
© The Institute of Chartered Accountants of India




This Study Material has been prepared by the faculty of the Board of Studies (Academic). The
objective of the Study Material is to provide teaching material to the students to enable them to
obtain knowledge in the subject. In case students need any clarification or have any suggestion for
further improvement of the material contained herein, they may write to the Director of Studies.

All care has been taken to provide interpretations and discussions in a manner useful for the
students. However, the Study Material has not been specifically discussed by the Council of the
Institute or any of its committees and the views expressed herein may not be taken to necessarily
represent the views of the Council or any of its Committees.

Permission of the Institute is essential for reproduction of any portion of this material.

© THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA

All rights reserved. No part of this book may be reproduced, stored in a retrieval system, or
transmitted, in any form, or by any means, electronic, mechanical, photocopying, recording, or
otherwise, without prior permission, in writing, from the publisher.

Basic draft of this publication was prepared by CA. Vandana D Nagpal.

Edition : April, 2023

Committee/Department : Board of Studies (Academic)

E-mail : bosnoida@icai.in

Website : www.icai.org

Price ; % /- (For All Modules)

ISBN No. ; 978-81-19472-09-3

Published by ; The Publication & CDS Directorate on behalf of

The Institute of Chartered Accountants of India,
ICAI Bhawan, Post Box No. 7100,
Indraprastha Marg, New Delhi 110 002 (India)

Printed by

© The Institute of Chartered Accountants of India


mailto:bosnoida@icai.in
http://www.icai.org/

CONTENTS

MODULE -1
Chapter 1: Quality Control
Chapter 2: General Auditing Principles and Auditors Responsibilities

Chapter 3: Audit Planning, Strategy and Execution
Chapter 4: Materiality, Risk Assessment and Internal Control

Chapter 5: Audit Evidence

Chapter 6: Completion and Review
Chapter 7: Reporting
MODULE -2

Chapter 8: Specialised Areas

Chapter 9: Related Services
Chapter 10: Review of Financial Information
Chapter 11: Prospective Financial Information and Other Assurance Services

Chapter 12: Digital Auditing & Assurance
Chapter 13: Group Audits

Chapter 14: Special Features of Audit of Banks & Non-Banking Financial Companies

MODULE -3

Chapter 15: Overview of Audit of Public Sector Undertakings
Chapter 16: Internal Audit
Chapter 17: Due Diligence, Investigation & Forensic Accounting

Chapter 18:  Sustainable Development Goals (SDG) & Environment, Social and Governance
(ESG) Assurance

Chapter 19: Professional Ethics & Liabilities of Auditors

© The Institute of Chartered Accountants of India



DETAILED CONTENTS MODULE - 3

CHAPTER 15: OVERVIEW OF AUDIT OF PUBLIC SECTOR UNDERTAKINGS

LEARNING OUTCOMES ..........coootiiiiirininiririeisis ettt 15.1
CHAPTER OVERVIEW ..ottt ettt 15.2
Contents:
1. INEFOUCTION ... 15.4
2. Framework for Government Audit ..o 15.5
3. Objective and Scope of Public Enterprises Audit............ccocooviiiiiiiiciicc e 15.9
3.1 Elements of PSU AUGILS .........ccooviiiiiiiiiccccc e 15.10
3.2 Principles of PSU AUGItS ........ccoooviiiiiii e 15.12
4. FINANCIAl AU ...t ns 15.13
5. Compliance AU ........cviieice e 15.13
6. Performance AUL............ccoviiii 15.16
6.1  Objectives of Performance Audit ............cccoiiiiiiiiiiiicc 15.19
6.2  Planning for Performance Audit............cccooeiviiiiicccec e 15.21
7. Comprenensive AUt ..........cocviiiiiic s 15.26
8. Propriety AUGIT ........oooii s 15.28
8.1  Definition and PrinCiplIes......c..cviviiiiiiiiice et 15.28
9. Audit Report of the Comptroller and Auditor General ............ccccoveviviiiiiciiecc e 15.31
KEY TAKEAWAYS ...ttt ettt sttt s 15.34
TEST YOUR KNOWLEDGE...........ccoo ittt et 15.35

© The Institute of Chartered Accountants of India



CHAPTER 16: INTERNAL AUDIT

LEARNING OUTCOMES ..ottt 16.1
CHAPTER OVERVIEW........cocoiiiiiiiiiiteie ettt et 16.2
Contents:
1. INTENAI AUGIL. ... 16.3
2. Management Functions and Scope of Internal Auditing .............cooviiiiniiiiiiiiiiiins 16.8
3. Integrity, Objectivity and Independence of Internal Auditor.............c.cccooeviiiiiinicnnne, 16.12
4. Qualities of Internal AUGITON ...........coviiiiiii e 16.14
5. Performing Internal Audit Engagement............ccoooiiiiiiiiiiiceee s 16.15
6. Internal AUdit REPOIT ... e 16.17
8.1 FOOW UD ettt 16.20
7. Relationship between Internal and External Auditors ...........cccccovevoieiiiiiiic i 16.21
7.1 Determining whether, in which areas, and to what extent the
work of the Internal Audit function can be used...........cccccoveviiniiniiii 16.22
7.2 Determining the Nature and Extent of work of the
Internal Audit function that can be used ... 16.23
7.3 Determining whether in which areas, and to what extent Internal
Auditors can be used to provide direct assistance .........c.ccccecovviiiiiiiiiiien, 16.23
7.4 If the External Auditor uses Internal Auditors to provide direct assistance on
the audit, the External Auditor shall include in the Audit Documentation ............ 16.24
8. Internal Audit as a Management FUNCHON ..........ccooiiiiiiiniiice 16.25
0. AUGIE TTaI vttt 16.26
KEY TAKEAWAYS ... se s sn s nssssssssnsssnssssaes 16.27
APPENDIX ...ttt ettt b ettt bt e bbbt n ettt b e e e e 16.29
TEST YOUR KNOWLEDGE..........ccoouitiiiiiieieietee ettt 16.30

© The Institute of Chartered Accountants of India



| CHAPTER 17-DUE DILIGENCE, INVESTIGATION & FORENSIC AUDIT

LEARNING OUTCOMES ..ottt 171
CHAPTER OVERVIEW.........ocoiiiiiiiiieistcie sttt sttt et 17.2
Contents:
1. DUE DilIgENCE REVIEW........ccviiiiiiieciiiie sttt 17.3
2. Importance of DUE DIlIGENCE............cviviiiiiii e 174
3. Classification of DU DIlIGENCE............ciiiiriiiiiiee e 17.5
4, Work Approach t0 Due DilIgENCE .......ecviviiiiiiicecc et 17.13
5. How to Conduct Due DIlIGENCE ........c.ooveuiiiiiiiiieiee e 17.14
6. Contents of a Due Diligence RepOrt ...........cooiiiiiiiiiieeec e 17.15
7. INVESHGAtION....c.eiii i s 17.16
7.1 Audit versus INVeStIgation ............cccoviiiiiiiiiiee 17.16
8. Steps N INVESHIGAtoN. ..o 17.18
9. Special Issues in INVEStGations ..........ccoiiiiiciiic e 17.22
10.  Special Aspects in Connection with Business Investigations .............cccccovvviiiiencnenns 17.24
11, Types of INVESHGAtoN ........ciiiiii e 17.32
11.1 Investigation on behalf of an incoming partner............ccccvviiiiiiiiiic e 17.33
11.2 Investigation for valuation of shares in private companies............cc.cccccvvrenienns 17.35

11.3 Investigation on behalf of a bank/Financial Institution proposing to advance

10AN 10 @ COMPANY ....ocviiiiie e 17.37
11.4  Investigation Of Frauds ... 17.40
11.5 Investigation on behalf of an Individual or Firm proposing to buy
A BUSINESS ... 17.56
11.6  Investigation in connection with review of Profit/Financial Forecasts.................. 17.57
12, FOrenSiC ACCOUNTING ....cvetiietiiet ettt 17.57
13.  Forensic Accountant Professional.............cccoeoiiiiiiiiiiicie e 17.63

© The Institute of Chartered Accountants of India



14.  Process of FOrensic ACCOUNTING ........coviiiiiiiiiiiiiise e 17.64
15.  Forensic Accounting and Investigation Report..........cccocevvviiiiececic s 17.66
16.  Overview of Forensic Accounting and Investigation Standards (FAIS)............. .......... 17.69
L A (T N 17.72
TEST YOUR KNOWLEDGE ............cccoiiiriieiiiiiee ettt 17.73
CHAPTER 18: SUSTAINABLE DEVELOPMENT GOALS (SDG) &
ENVIRONMENT, SOCIAL AND GOVERNANCE (ESG) ASSURANCE

LEARNING OUTCOMES ..ottt 18.1
CHAPTER OVERVIEW.........ocoiiiiitiiiiietce ittt st 18.2
Contents:
1. INEFOAUCTION .. 18.3
2. Sustainable Developments GOAIS ........ccccviiiiiierieieieee e 18.6
3. Global Trends in Sustainable REPOItNG ........ccccooiiiiiiiiiiie 18.7
4, Integrated REPOItNG......cvoiuiiiiieie et 18.9
5. Global Scenario in Various COUNERIES .........couiiiiiiiiieee e 18.11

5.1 UNited StAES ..o 18.11

5.2 United KiNGAOM ..oviiici e 18.12
6. Evolution 0f ESG in INI@......ccueiiiiiiiee e 18.14
7. INIAtIVES BY ICAL ...ttt 18.16

7.1 Business Responsibility and Sustainability Report (BRSR) ..........ccccvveiiiiennenn. 18.17
8. Role of Auditor - Consideration of Climate Related Risks in

an Audit of Financial Statements...........cccoeiiiiiiii 18.27
9. CONCIUSION ..ot 18.29
KEY TAKEAWAYS ... st 18.32
TEST YOUR KNOWLEDGE............cocootiiiirieiiirisieie ettt 18.33

© The Institute of Chartered Accountants of India




| CHAPTER 19: PROFESSIONAL ETHICS & LIABILITIES OF AUDITORS

LEARNING OUTCOMES ..ottt 19.1
CHAPTER OVERVIEW.........ocoiiiiiiiiieistcie sttt sttt et 19.2
Contents:
1. INEFOAUCTION ... 19.3
2. Overview of the Code Of EthiCS ..o 19.4
2.1 Fundamental PriINCIPIES ......ooviiiiiie e 19.6
2.2 Threats, Evaluation of Threats and Safeguards.............ccccoeviviiiviiiiiicieinn, 19.11
2.3 Non-Compliance with Laws and Regulations (NOCLAR) .........cccccceeiirnennne. 19.16
3. Membership of the INSUTE. ..........coviiiici e 19.21
3.1 Disabilities for the Purpose of Membership.........c.ccccocveviiiiieiciiicc e, 19.21
3.2 Types of Members of the InStitute.............coovreiiiiiiii 19.22
3.3 Removal of Name from the Register..........cccoviiiiiiiiiiiiiccee 19.23
3.4 Restoration of Membership........ccooviiiiiiicic 19.23
3.5  Penalty for Falsely Claiming to be a Member etc. ..........ccccoceviiiiiniiiii 19.24
4. Chartered Accountants in PractiCe ...........cccocurveiiiiiiiii e 19.24
4.1 Significance of the Certificate of Practice..........ccccovvvviiiiiiicicccccec 19.25
4.2 Cancellation and Restoration of Certificate of Practice ...........c.cccecevvreiiinnen. 19.26
4.3  Members - deemed to be in PractiCe ...........ccovvviiiiiiiiiicccccec 19.27
4.4  Companies not to Engage in ACCOUNtaNCY .........cccveviiieiiiiiiccce e 19.32
4.5 Member in Practice Prohibited from using a designation other than
Chartered ACCOUNTANT ..........oiiiiiiiiie e 19.33
4.6 Maintenance of Branch OffiCes...........cccviiiiiiiiiiiii 19.34
4.7  KYC Norms for CA N PractiCe.........ccoceiriiiiiiiiicisesee e 19.37
5. Chartered Accountants in SEIVICE ..........coiiiiiiiiiii s 19.39
6. DisCiplinary PrOCEAUIE.........eoviiicie ettt 19.39

© The Institute of Chartered Accountants of India



7. Types of Misconduct- Professional or Other Misconduct.............ccccooviiiiiiiiiiiicnne 19.41

7.1 Professional MiSCONAUCE ...........cccoiiiiiiiiiic s 19.41
7.2 Other MISCONAUCE.........c.oiiiiiiiiiec e 19.41
8. SChedUIES 10 the ACK.......c.o i e 19.42
8.1 The First SChEAUIE .........coviiiiiiiici e 19.43
8.2 The Second SChedule: ... 19.91
9. COUNCIl GUIABIINES ...t 19.111
9.1 Council Guidelines for Advertisement, 2008..........ccovveevoeee e 19.129
10.  Recommended Self-Regulatory Measures...........cccovvveveieiiic e 19.137
101 Branch AUGIES .......ouviiiiiiiiieee e 19.137
10.2 JOINE AUGIL. ..o 19.138
10.3 Ratio Between Qualified and Unqualified Staff ... 19.138
10.4 Disclosure of Interest by Auditors in other Firms ... 19.138
10.5 Recommended Minimum Scale of FEES.........ccooeviriiiiiiiii 19.138
KEY TAKEAWAYS ... .o sersie s e sss s se s e ss e sne e s s s s snesnnssnssnesnsssnesnsansens 19.143
ANNEXURE = 1.ttt sttt eb s 19.144
ANNEXURE = 2.ttt sttt st e et b s be e s e s reane e e e 19.150
TEST YOUR KNOWLEDGE...........coi ittt 19.159

© The Institute of Chartered Accountants of India



	Content Sheet Module III.pdf
	MODULE – 1
	MODULE – 2
	MODULE – 3
	CHAPTER 15: OVERVIEW OF AUDIT OF PUBLIC SECTOR UNDERTAKINGS
	LEARNING OUTCOMES 15.1
	CHAPTER OVERVIEW 15.2
	Contents:
	1. Introduction 15.4
	2. Framework for Government Audit 15.5
	3. Objective and Scope of Public Enterprises Audit 15.9
	3.1 Elements of PSU Audits 15.10
	3.2 Principles of PSU Audits 15.12
	4. Financial Audit 15.13
	5. Compliance Audit 15.13
	6. Performance Audit 15.16
	6.1 Objectives of Performance Audit 15.19
	6.2  Planning for Performance Audit 15.21
	7. Comprehensive Audit 15.26
	8. Propriety Audit 15.28
	8.1 Definition and Principles 15.28
	9. Audit Report of the Comptroller and Auditor General 15.31
	KEY TAKEAWAYS 15.34
	TEST YOUR KNOWLEDGE 15.35
	CHAPTER 16: INTERNAL AUDIT
	LEARNING OUTCOMES 16.1
	CHAPTER OVERVIEW 16.2
	Contents:
	1. Internal Audit 16.3
	2. Management Functions and Scope of Internal Auditing 16.8
	3. Integrity, Objectivity and Independence of Internal Auditor 16.12
	4. Qualities of Internal Auditor 16.14
	5. Performing Internal Audit Engagement 16.15
	6. Internal Audit Report 16.17
	6.1 Follow up 16.20
	7. Relationship between Internal and External Auditors 16.21
	7.1 Determining whether, in which areas, and to what extent the  work of the Internal Audit function can be used 16.22
	7.2 Determining the Nature and Extent of work of the Internal Audit function that can be used 16.23
	7.3 Determining whether in which areas, and to what extent Internal Auditors can be used to provide direct assistance  16.23
	7.4 If the External Auditor uses Internal Auditors to provide direct assistance on  the audit, the External Auditor shall include in the Audit Documentation 16.24
	8. Internal Audit as a Management Function  16.25
	9. Audit Trail 16.26
	KEY TAKEAWAYS 16.27
	APPENDIX 16.29
	TEST YOUR KNOWLEDGE 16.30
	CHAPTER 17-DUE DILIGENCE, INVESTIGATION & FORENSIC AUDIT
	LEARNING OUTCOMES 17.1
	CHAPTER OVERVIEW 17.2
	Contents:
	1. Due Diligence Review 17.3
	2. Importance of Due Diligence 17.4
	3. Classification of Due Diligence 17.5
	4. Work Approach to Due Diligence 17.13
	5. How to Conduct Due Diligence 17.14
	6. Contents of a Due Diligence Report 17.15
	7.  Investigation 17.16
	7.1 Audit versus Investigation 17.16
	8.   Steps in Investigation 17.18
	9. Special Issues in Investigations 17.22
	10. Special Aspects in Connection with Business Investigations 17.24
	11. Types of Investigation 17.32
	11.1 Investigation on behalf of an incoming partner 17.33
	11.2 Investigation for valuation of shares in private companies 17.35
	11.3 Investigation on behalf of a bank/Financial Institution proposing to advance loan to a Company 17.37
	11.4 Investigation of Frauds 17.40
	11.5 Investigation on behalf of an Individual or Firm proposing to buy a Business  17.56
	11.6 Investigation in connection with review of Profit/Financial Forecasts 17.57
	12. Forensic Accounting 17.57
	13.  Forensic Accountant Professional 17.63
	14.  Process of Forensic Accounting  17.64
	15. Forensic Accounting and Investigation Report 17.66
	16. Overview of Forensic Accounting and Investigation Standards (FAIS)………….  17.69
	KEY TAKEAWAYS 17.72
	TEST YOUR KNOWLEDGE 17.73
	CHAPTER 18: SUSTAINABLE DEVELOPMENT GOALS (SDG) &            ENVIRONMENT, SOCIAL AND GOVERNANCE (ESG) ASSURANCE
	LEARNING OUTCOMES 18.1
	CHAPTER OVERVIEW 18.2
	Contents:
	1. Introduction  18.3
	2. Sustainable Developments Goals 18.6
	3. Global Trends in Sustainable Reporting  18.7
	4. Integrated Reporting 18.9
	5. Global Scenario in Various Countries 18.11
	5.1 United States 18.11
	5.2 United Kingdom 18.12
	6. Evolution of ESG in India 18.14
	7. Initiatives By ICAI 18.16
	7.1  Business Responsibility and Sustainability Report (BRSR)  18.17
	8. Role of Auditor - Consideration of Climate Related Risks in  an Audit of Financial Statements 18.27
	9. Conclusion 18.29
	KEY TAKEAWAYS 18.32
	TEST YOUR KNOWLEDGE 18.33
	CHAPTER 19: PROFESSIONAL ETHICS & LIABILITIES OF AUDITORS
	LEARNING OUTCOMES 19.1
	CHAPTER OVERVIEW 19.2
	Contents:
	1. Introduction 19.3
	2. Overview of the Code of Ethics 19.4
	2.1  Fundamental Principles  19.6
	2.2  Threats, Evaluation of Threats and Safeguards 19.11
	2.3  Non-Compliance with Laws and Regulations (NOCLAR) 19.16
	3.  Membership of the Institute 19.21
	3.1 Disabilities for the Purpose of Membership 19.21
	3.2  Types of Members of the Institute 19.22
	3.3  Removal of Name from the Register 19.23
	3.4  Restoration of Membership 19.23
	3.5  Penalty for Falsely Claiming to be a Member etc.  19.24
	4. Chartered Accountants in Practice 19.24
	4.1  Significance of the Certificate of Practice 19.25
	4.2  Cancellation and Restoration of Certificate of Practice  19.26
	4.3  Members - deemed to be in Practice 19.27
	4.4  Companies not to Engage in Accountancy 19.32
	4.5  Member in Practice Prohibited from using a designation other than  Chartered Accountant  19.33
	4.6 Maintenance of Branch Offices 19.34
	4.7 KYC Norms for CA in Practice 19.37
	5. Chartered Accountants in Service 19.39
	6. Disciplinary Procedure 19.39
	7. Types of Misconduct- Professional or Other Misconduct 19.41
	7.1 Professional Misconduct 19.41
	7.2 Other Misconduct 19.41
	8. Schedules to the Act 19.42
	8.1 The First Schedule 19.43
	8.2  The Second Schedule: 19.91
	9. Council Guidelines 19.111
	9.1 Council Guidelines for Advertisement, 2008 19.129
	10. Recommended Self-Regulatory Measures 19.137
	10.1  Branch Audits 19.137
	10.2  Joint Audit 19.138
	10.3  Ratio Between Qualified and Unqualified Staff 19.138
	10.4  Disclosure of Interest by Auditors in other Firms 19.138
	10.5 Recommended Minimum Scale of Fees 19.138
	KEY TAKEAWAYS 19.143
	ANNEXURE – 1 19.144
	ANNEXURE – 2 19.150
	TEST YOUR KNOWLEDGE 19.159




