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ISSAI 1300

Nota de Practica* para la Norma Internacional de
Auditoria [International Standard on Auditing (ISA)] 300
(revisada) — Planificacion de una auditoria de estados
financieros

Fundamentos

Esta Nota de Préactica proporciona orientaciones suplementarias a los auditores del
sector publico sobre la Norma Internacional de Auditoria (ISA) 300 (revisada)
“Planificacion de una auditoria de estados financieros”. Esta Nota de Practica se lee
en conjunto con la ISA correspondiente. La Nota de Practica entra en vigor en la
misma fecha que la ISA.

Descripcion de la ISA

El proposito de la ISA 300 (revisada) es proporcionar orientaciones sobre la
responsabilidad del auditor en la planificacién de una auditoria de estados
financieros. Se enmarca en el contexto de las auditorias recurrentes. Las
consideraciones adicionales en los compromisos iniciales de auditoria se identifican
por separado.

La ISA 300 (revisada) entra en vigor en las auditorias de estados financieros para los
periodos que comienzan en o después del 15 de diciembre de 20082.

Contenido de la Nota de Préctica

P1.  La Nota de Préctica sigue los encabezamientos de la ISA y proporciona
orientaciones adicionales para los auditores del sector publico en relacién con
estas areas:

a. Consideraciones globales

b. Ambito de la ISA

c. Actividades preliminares del compromiso

d. Actividades de planificacion

e. Consideraciones especificas para las entidades de menor tamafio

f.  Documentacion

g. Consideraciones adicionales en los compromisos iniciales de auditoria
h. Planificacion en el entorno de un Tribunal de Cuentas

! Todas las Notas de Préctica se leen en conjunto con las Consideraciones Generales
de las Directrices de Auditoria Financiera. .

? La fecha de entrada en vigor de la ISA 300 es provisional, pero no sera anterior al
15 de diciembre de 2008.




Aplicabilidad de la ISA en la auditoria del sector publico

P2.

La ISA 300 (revisada) se aplica a los auditores de entidades del sector publico
en su funcion de auditores de estados financieros.

Orientaciones adicionales sobre temas del sector publico

Consideraciones globales

P3.

Los objetivos de una auditoria de estados financieros del sector pablico a
menudo no se limitan a expresar una opinién en torno a si los estados
financieros han sido preparados, en todos los aspectos importantes, de acuerdo
con el marco aplicable de informacidn financiera (es decir, el ambito de la
ISA). El mandato de auditoria, o las obligaciones de las entidades del sector
publico, que tiene su origen en la legislacion, la reglamentacion, las
directrices ministeriales, los requisitos de la politica gubernamental o las
disposiciones del poder legislativo pueden originar objetivos adicionales.
Estos objetivos adicionales pueden incluir responsabilidades de auditoria, por
ejemplo, informar sobre el incumplimiento de los mandatos, incluidos el
presupuesto y la rendicion de cuentas, o sobre la eficacia de los controles
internos. Sin embargo, incluso en los casos en los que no existen esos
objetivos adicionales, el piblico en general quizas espere que los auditores del
sector publico informen sobre el incumplimiento de los mandatos o la eficacia
del control interno. Por consiguiente, los auditores del sector publico tienen
presentes dichas expectativas, y al planificar y realizar la auditoria estan
atentos ante los riesgos que puedan originar un incumplimiento o una falta de
eficacia del control interno.

Ambito de la ISA

P4,

PS.

El parrafo 1 de la ISA 300 (revisada) define el ambito de esta norma. La
aplicacion y otros materiales explicativos existentes en los parrafos Al a A4
proporcionan guias sobre la funcidn y el tiempo de la planificacién. En el
entorno del sector publico las consideraciones adicionales de planificacion
pueden incluir lo siguiente:

e Comprensién del marco legal y reglamentario aplicable a la entidad debido
a los objetivos mas amplios de la auditoria.

e Las implicaciones para la auditoria de los estados financieros sobre el
conocimiento obtenido acerca de las auditorias del rendimiento y otras
actividades de auditoria importantes para la entidad, incluyendo las
implicaciones de las recomendaciones previas.

e Las implicaciones para la auditoria de los estados financieros sobre el
conocimiento obtenido acerca de las actividades de planificacion
relacionadas con el departamento y el ministerio pertinentes.

o Las expectativas del poder legislativo y otros usuarios acerca del informe
de los auditores.

El parrafo A4 de la ISA 300 (revisada) estipula que el auditor puede decidir
discutir elementos de la planificacion con la gerencia de la entidad para
facilitar la realizacion y direccién de la auditoria. Las leyes, las
reglamentaciones o el mandato de auditoria pueden limitar aquello que el
auditor ponga en tela de juicio acerca de la estrategia de auditoria y el plan de



auditoria. Los auditores del sector publico estan familiarizados con dichos
mandatos de auditoria, leyes y reglamentaciones.

Actividades preliminares del compromiso

P6.

El parrafo 5 de la ISA 300 (revisada) establece las actividades que van a
emprenderse al principio de un compromiso de auditoria. Estas actividades
son los procedimientos requeridos por la ISA 220, “Control de calidad en
auditorias de la informacion histérica financiera”, referentes a la continuacion
de la relacién con el cliente y el compromiso especifico de auditoria,
evaluando el cumplimiento de los requisitos éticos, incluidos los requisitos de
independencia, como estipula la 1SA 220, y estableciendo una comprensién
de los términos del compromiso, tal como exige la ISA 210, “Términos de los
compromisos de auditoria”. Los auditores del sector publico pueden no tener
la opci6n de interrumpir un compromiso. Si los auditores del sector publico
tienen a su disposicion una informacién que normalmente provoque declinar
o la interrupcién de un compromiso, los auditores del sector piblico toman en
consideracion dicha informacion al realizar nuevas actividades de
planificacion y de evaluacion de riesgos. Los auditores del sector publico
también pueden tener una responsabilidad oficial de informar dicha
informacion. A este respecto pueden consultar con asesores juridicos.

Actividades de planificacion

P7.

El parrafo 7 de la ISA 300 (revisada) establece procedimientos que deberan
llevarse a cabo al implantar la estrategia global de auditoria. Cuando se
identifican las caracteristicas del compromiso que definen su &mbito (como en
el parrafo 7(a) de la ISA 300 (revisada)), los auditores del sector publico
toman en consideracion otras caracteristicas. Véanse los siguientes ejemplos
de dichas caracteristicas:

¢ Responsabilidades adicionales de informacion por parte de la entidad,
establecidas por el poder legislativo, que puede influir en el ambito y el
momento de la auditoria, y naturaleza de la comunicacion. Entre los
ejemplos de dichos requisitos adicionales se incluye la exigencia de que la
entidad informe sobre los fondos oficiales recibidos, incluidas las
subvenciones.

¢ Responsabilidades adicionales de informacion para los auditores del sector
publico como consecuencia del mandato de auditoria u otros requisitos
que puedan influir en el &mbito y el momento de la auditoria, y naturaleza
de la comunicacidn. Los ejemplos de esas obligaciones adicionales de los
auditores del sector publico pueden incluir la informacion sobre casos de
incumplimiento de los mandatos, incluidos el presupuesto y la
responsabilidad sobre recursos, y/o la informacion sobre la eficacia del
control interno.

Consideraciones especificas para las entidades de menor tamafio

P8.

Los parrafos A12, A16 y A20 de la ISA 300 (revisada) contienen directrices
especificas para las entidades de menor tamarfio. Las auditorias de las
entidades de menor tamafio del sector piblico normalmente no las lleva a
cabo un solo profesional. Ademas, debido a la estructura de informacion de
las entidades de gobierno, no suele existir el concepto de propietario
gerencial. En el sector publico las estructuras de control de las entidades de
menor tamafio a menudo forman parte de la estructura de control de un
organismo mas amplio. Por lo tanto, la realizacion de escasas actividades



relevantes de control, tal como se expone en el parrafo A20, no suele ser
apropiada en el sector publico. Los aspectos del control adicional de
organismos mas amplios pueden incluirse en los planes de auditoria de los
auditores del sector publico.

Documentacion

P9.

El parrafo 11de la ISA 300 (revisada) exige que el auditor documente la
estrategia de auditoria y el plan global de la auditoria, asi como los cambios
significativos en dichos documentos que se hayan efectuado durante la
auditoria, y los motivos de tales cambios. En el sector publico la
documentacion de auditoria puede estar sujeta al acceso de terceros. En
consecuencia, los auditores del sector pablico se familiarizan con la
legislacion pertinente y determinan las implicaciones correspondientes a su
documentacion de auditoria.

Consideraciones adicionales en los compromisos iniciales de auditoria

P10.

El parrafo 12 de la ISA 300 (revisada), complementado con la aplicacién y
demas materiales explicativos del parrafo A21, exige que el auditor emprenda
determinadas actividades antes de comenzar una auditoria. En el sector
publico los compromisos de auditoria normalmente no se originan del mismo
modo que en el sector privado. Los auditores del sector publico pueden
seleccionarse a través de una licitacion publica, o pueden ser designados por
una norma legal. No obstante, las orientaciones contenidas en los parrafos 12
y A21 son relevantes para los auditores del sector publico cuando se den las
circunstancias descritas.

Consideraciones especificas en el entorno de un Tribunal de Cuentas

P11.

P12.

En el entorno de un Tribunal de Cuentas a menudo el informe de los auditores
se evalUa y se utiliza para determinar las implicaciones personales de caracter
legal de los responsables de los actos financieros, incluidos los asuntos
importantes, las deficiencias en el control, y los casos de incumplimiento de
los mandatos. Por consiguiente, los auditores del sector publico en el entorno
de un Tribunal de Cuentas pueden planificar y llevar a cabo procedimientos
para cumplir los requisitos legales e identificar a los responsables de los actos
financieros.

Los auditores del sector publico en el entorno de un Tribunal de Cuentas
pueden trabajar en estrecha unidn con los fiscales y con la policia en relacion
con fraudes financieros. Por lo tanto, los auditores del sector pablico en el
entorno de un Tribunal de Cuentas también obtienen informacion procedente
de los fiscales y de la policia en los casos oportunos.



|ntef_”_a“0na' Final Redrafted ISA
Auditing December 2006
and Assurance

Standards Board

Redrafted International Standard on Auditing

ISA 300, Planning an Audit of
Financial Statements

IFAC

International Federation
of Accountants




International Auditing and Assurance Standards Board
International Federation of Accountants
545 Fifth Avenue, 14th Floor
New York, New York 10017 USA

This International Standard on Auditing (ISA) 300 (Redrafted), “Planning an Audit of Financial
Statements” was prepared by the International Auditing and Assurance Standards Board (IAASB), an
independent standard-setting body within the International Federation of Accountants (IFAC). The
objective of the IAASB is to serve the public interest by setting high-quality auditing and assurance
standards and by facilitating the convergence of international and national standards, thereby enhancing
the quality and uniformity of practice throughout the world and strengthening public confidence in the
global auditing and assurance profession.

The mission of IFAC is to serve the public interest, strengthen the worldwide accountancy profession and
contribute to the development of strong international economies by establishing and promoting
adherence to high-quality professional standards, furthering the international convergence of such
standards and speaking out on public interest issues where the profession’s expertise is most relevant.

This publication may be downloaded free-of-charge from the IFAC website: http://www.ifac.org. The
approved text is published in the English language.

Copyright © December 2006 by the International Federation of Accountants (IFAC). All rights reserved.
Permission is granted to make copies of this work provided that such copies are for use in academic
classrooms or for personal use and are not sold or disseminated and provided that each copy bears the
following credit line: “Copyright © December 2006 by the International Federation of Accountants. All
rights reserved. Used with permission.” Otherwise, written permission from IFAC is required to
reproduce, store or transmit this document, except as permitted by law. Contact Permissions@ifac.org.


mailto:Permissions@ifac.org

INTERNATIONAL STANDARD ON AUDITING 300
(REDRAFTED)
PLANNING AN AUDIT OF FINANCIAL STATEMENTS

(Effective for audits of financial statements for periods beginning on or after December 15, 2008)*
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Appendix: Considerations in Establishing the Overall Audit Strategy

International Standard on Auditing (ISA) 300 (Redrafted), “Planning an Audit of Financial Statements”
should be read in the context of the “Preface to the International Standards on Quality Control, Auditing,
Review, Other Assurance and Related Services,” which sets out the authority of ISAs.

*  See footnote 1.




INTERNATIONAL STANDARD ON AUDITING 300 (REDRAFTED)

Introduction
Scope of this ISA

1.

This International Standard on Auditing (ISA) deals with the auditor’s responsibility to plan an
audit of financial statements. This ISA is framed in the context of recurring audits. Additional
considerations in initial audit engagements are separately identified. (Ref: Para. A1-A4)

Effective Date

2. This ISA is effective for audits of financial statements for periods beginning on or after December
15,2008."

Objective

3. The objective of the auditor is to plan the audit so that it will be performed in an effective manner.

Requirements

Involvement of Key Engagement Team Members

4,

The engagement partner and other key members of the engagement team shall be involved in
planning the audit, including planning and participating in the discussion among engagement team
members. (Ref: Para. AS)

Preliminary Engagement Activities

5.

The auditor shall undertake the following activities at the beginning of the current audit
engagement:

(2)

(b)

(c)

Performing procedures required by ISA 220, “Quality Control for Audits of Historical
Financial Information” regarding the continuance of the client relationship and the specific
audit engagement;

Evaluating compliance with ethical requirements, including independence, as required by
ISA 220; and

Establishing an understanding of the terms of the engagement, as required by ISA 210,
“Terms of Audit Engagements.” (Ref: Para. A6-A8)

Planning Activities

6.

The auditor shall establish an overall audit strategy that sets the scope, timing and direction of the
audit, and that guides the development of the audit plan.

In establishing the overall audit strategy, the auditor shall:

(a)
(b)

(c)

Identify the characteristics of the engagement that define its scope;

Ascertain the reporting objectives of the engagement to plan the timing of the audit and the
nature of the communications required;

Consider the factors that, in the auditor’s professional judgment, are significant in directing
the engagement team’s efforts;

1

This effective date is provisional, but it will not be earlier than December 15, 2008.



(d)

(e)

INTERNATIONAL STANDARD ON AUDITING 300 (REDRAFTED)

Consider the results of preliminary engagement activities and, where applicable, whether
knowledge gained on other engagements performed by the engagement partner for the entity
1s relevant; and

Ascertain the nature, timing and extent of resources necessary to perform the engagement.
(Ref: Para. A9-A12)

8. The auditor shall develop an audit plan that shall include a description of:

(2)

(b)

©

The nature, timing and extent of planned risk assessment procedures, as determined under
ISA 315, “Identifying and Assessing the Risks of Material Misstatement Through
Understanding the Entity and Its Environment.”

The nature, timing and extent of planned further audit procedures at the assertion level, as
determined under ISA 330, “The Auditor’s Responses to Assessed Risks.”

Other planned audit procedures that are required to be carried out so that the engagement complies
with ISAs. (Ref: Para. A13)

9.  The auditor shall update and change the overall audit strategy and the audit plan as necessary
during the course of the audit. (Ref: Para. A14)

10. The auditor shall plan the nature, timing and extent of direction and supervision of engagement
team members and the review of their work. (Ref: Para. A15-A16)

Documentation

11. The auditor shall document:

(a)
(b)
(©)

The overall audit strategy;
The audit plan; and

Any significant changes made during the audit engagement to the overall audit strategy or the
audit plan, and the reasons for such changes. (Ref: Para. A17-A20)

Additional Considerations in Initial Audit Engagements

12. The auditor shall undertake the following activities prior to starting an initial audit:

(a)

(b)

Performing procedures required by ISA 220 regarding the acceptance of the client
relationship and the specific audit engagement; and

Communicating with the predecessor auditor, where there has been a change of auditors, in
compliance with relevant ethical requirements. (Ref: Para. A21)

% %k ok
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Application and Other Explanatory Material
The Role and Timing of Planning (Ref: Para. 1)

Al.

A2.

A3.

A4.

Planning an audit involves establishing the overall audit strategy for the engagement and
developing an audit plan. Adequate planning benefits the audit of financial statements in several
ways, including the following:

. Helping the auditor to devote appropriate attention to important areas of the audit.
. Helping the auditor identify and resolve potential problems on a timely basis.

. Helping the auditor properly organize and manage the audit engagement so that it is
performed in an effective and efficient manner.

. Assisting in the selection of engagement team members with appropriate levels of
capabilities and competence to respond to anticipated risks, and the proper assignment of
work to them.

. Facilitating the direction and supervision of engagement team members and the review of
their work.

. Assisting, where applicable, in coordination of work done by auditors of components and
experts.

The nature and extent of planning activities will vary according to the size and complexity of the
entity, the key engagement team members’ previous experience with the entity, and changes in
circumstances that occur during the audit engagement.

Planning is not a discrete phase of an audit, but rather a continual and iterative process that often
begins shortly after (or in connection with) the completion of the previous audit and continues until
the completion of the current audit engagement. Planning, however, includes consideration of the
timing of certain activities and audit procedures that need to be completed prior to the performance
of further audit procedures. For example, planning includes the need to consider, prior to the
auditor’s identification and assessment of the risks of material misstatement, such matters as:

. The analytical procedures to be applied as risk assessment procedures.

. Obtaining a general understanding of the legal and regulatory framework applicable to the
entity and how the entity is complying with that framework.

. The determination of materiality.
. The involvement of experts.

. The performance of other risk assessment procedures.

The auditor may decide to discuss elements of planning with the entity’s management to facilitate
the conduct and management of the audit engagement (for example, to coordinate some of the
planned audit procedures with the work of the entity's personnel). Although these discussions often
occur, the overall audit strategy and the audit plan remain the auditor's responsibility. When
discussing matters included in the overall audit strategy or audit plan, care is required in order not
to compromise the effectiveness of the audit. For example, discussing the nature and timing of
detailed audit procedures with management may compromise the effectiveness of the audit by
making the audit procedures too predictable.

Involvement of Key Engagement Team Members (Ref: Para. 4)



AS.
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The involvement of the engagement partner and other key members of the engagement team in
planning the audit draws on their experience and insight, thereby enhancing the effectiveness and
efficiency of the planning process.'

Preliminary Engagement Activities (Ref: Para. 5)

A6.

AT.

A8.

Performing the preliminary engagement activities specified in paragraph 5 at the beginning of the
current audit engagement assists the auditor in identifying and evaluating events or circumstances
that may adversely affect the auditor’s ability to plan and perform the audit engagement.

Performing these preliminary engagement activities enables the auditor to plan an audit
engagement for which, for example:

. The auditor maintains the necessary independence and ability to perform the engagement.

. There are no issues with management integrity that may affect the auditor’s willingness to
continue the engagement.

. There is no misunderstanding with the client as to the terms of the engagement.

The auditor’s consideration of client continuance and ethical requirements, including
independence, occurs throughout the audit engagement as conditions and changes in circumstances
occur. Performing initial procedures on both client continuance and evaluation of ethical
requirements (including independence) at the beginning of the current audit engagement means
that they are completed prior to the performance of other significant activities for the current audit
engagement. For continuing audit engagements, such initial procedures often occur shortly after (or
in connection with) the completion of the previous audit.

Planning Activities

The Overall Audit Strategy (Ref: Para. 6-7)

A9.

The process of establishing the overall audit strategy assists the auditor to determine, subject to the
completion of the auditor’s risk assessment procedures, such matters as:

. The resources to deploy for specific audit areas, such as the use of appropriately experienced
team members for high risk areas or the involvement of experts on complex matters.

. The amount of resources to allocate to specific audit areas, such as the number of team
members assigned to observe the inventory count at material locations, the extent of review
of other auditors’ work in the case of group audits, or the audit budget in hours to allocate to
high risk areas;

. When these resources are to be deployed, such as whether at an interim audit stage or at key
cut-off dates; and

. How such resources are managed, directed and supervised, such as when team briefing and
debriefing meetings are expected to be held, how engagement partner and manager reviews
are expected to take place (for example, on-site or off-site), and whether to complete
engagement quality control reviews.

ISA 315 establishes requirements and provides guidance on the engagement team's discussion of the susceptibility of the
entity to material misstatements of the financial statements. ISA 240, “The Auditor's Responsibilities Relating to Fraud in
an Audit of Financial Statements” provides guidance on the emphasis given during this discussion to the susceptibility of
the entity's financial statements to material misstatement due to fraud.
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A10. The Appendix lists examples of considerations in establishing the overall audit strategy.

ATl. Once the overall audit strategy has been established, an audit plan can be developed to address the
various matters identified in the overall audit strategy, taking into account the need to achieve the
audit objectives through the efficient use of the auditor’s resources. The establishment of the
overall audit strategy and the detailed audit plan are not necessarily discrete or sequential
processes, but are closely inter-related since changes in one may result in consequential changes to
the other.

Considerations Specific to Smaller Entities

A12. In audits of small entities, the entire audit may be conducted by a very small audit team. Many
audits of small entities involve the engagement partner (who may be a sole practitioner) working
with one engagement team member (or without any engagement team members). With a smaller
team, co-ordination of, and communication between, team members are easier. Establishing the
overall audit strategy for the audit of a small entity need not be a complex or time-consuming
exercise; it varies according to the size of the entity, the complexity of the audit, and the size of the
engagement team. For example, a brief memorandum prepared at the completion of the previous
audit, based on a review of the working papers and highlighting issues identified in the audit just
completed, updated in the current period based on discussions with the owner-manager, can serve
as the documented audit strategy for the current audit engagement if it covers the matters noted in
paragraph 7.

The Audit Plan (Ref: Para. 8)

A13. The audit plan is more detailed than the overall audit strategy in that it includes the nature, timing
and extent of audit procedures to be performed by engagement team members. Planning for these
audit procedures takes place over the course of the audit as the audit plan for the engagement
develops. For example, planning of the auditor's risk assessment procedures occurs early in the
audit process. However, planning the nature, timing and extent of specific further audit procedures
depends on the outcome of those risk assessment procedures. In addition, the auditor may begin the
execution of further audit procedures for some classes of transactions, account balances and
disclosures before planning all remaining further audit procedures.

Changes to Planning Decisions During the Course of the Audit (Ref: Para. 9)

Al4. As a result of unexpected events, changes in conditions, or the audit evidence obtained from the
results of audit procedures, the auditor may need to modify the overall audit strategy and audit plan
and thereby the resulting planned nature, timing and extent of further audit procedures, based on
the revised consideration of assessed risks. This may be the case when information comes to the
auditor’s attention that differs significantly from the information available when the auditor
planned the audit procedures. For example, audit evidence obtained through the performance of
substantive procedures may contradict the audit evidence obtained through tests of controls.

Direction, Supervision and Review (Ref: Para. 10)

A15. The nature, timing and extent of the direction and supervision of engagement team members and
review of their work vary depending on many factors, including:

. The size and complexity of the entity.

. The area of the audit.
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. The assessed risks of material misstatement (for example, an increase in the assessed risk of
material misstatement for a given area of the audit ordinarily requires a corresponding
increase in the extent and timeliness of direction and supervision of engagement team
members, and a more detailed review of their work).

. The capabilities and competence of the individual team members performing the audit work.

ISA 220 contains further guidance on the direction, supervision and review of audit work.

Considerations Specific to Smaller Entities

Alé6.

When an audit is carried out entirely by the engagement partner, questions of direction and
supervision of engagement team members and review of their work do not arise. In such cases, the
engagement partner, having personally conducted all aspects of the work, will be aware of all
material issues. Forming an objective view on the appropriateness of the judgments made in the
course of the audit can present practical problems when the same individual also performs the
entire audit. When particularly complex or unusual issues are involved, and the audit is performed
by a sole practitioner, it may be desirable to consult with other suitably-experienced auditors or the
auditor’s professional body.

Documentation (Ref: Para. 11)

Al7.

AlS8.

A19.

The documentation of the overall audit strategy is a record of the key decisions considered
necessary to properly plan the audit and to communicate significant matters to the engagement
team. For example, the auditor may summarize the overall audit strategy in the form of a
memorandum that contains key decisions regarding the overall scope, timing and conduct of the
audit.

The documentation of the audit plan is a record of the planned nature, timing and extent of risk
assessment procedures and further audit procedures at the assertion level in response to the
assessed risks. It also serves as a record of the proper planning of the audit procedures that can be
reviewed and approved prior to their performance. The auditor may use standard audit programs or
audit completion checklists, tailored as needed to reflect the particular engagement circumstances.

A record of the significant changes to the overall audit strategy and the audit plan, and resulting
changes to the planned nature, timing and extent of audit procedures, explains why the significant
changes were made, and the overall strategy and audit plan finally adopted for the audit. It also
reflects the appropriate response to the significant changes occurring during the audit.

Considerations Specific to Smaller Entities

A20.

As discussed in paragraph A12, a suitable, brief memorandum may serve as the documented
strategy for the audit of a smaller entity. For the audit plan, standard audit programs or checklists
(see paragraph A18) drawn up on the assumption of few relevant control activities, as is likely to
be the case in a smaller entity, may be used provided that they are tailored to the circumstances of
the engagement, including the auditor’s risk assessments.

Additional Considerations in Initial Audit Engagements (Ref: Para. 12)

A21.

The purpose and objective of planning the audit are the same whether the audit is an initial or
recurring engagement. However, for an initial audit, the auditor may need to expand the planning
activities because the auditor does not ordinarily have the previous experience with the entity that
is considered when planning recurring engagements. For initial audits, additional matters the
auditor may consider in establishing the overall audit strategy and audit plan include the following:
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Unless prohibited by law or regulation, arrangements to be made with the predecessor
auditor, for example, to review the predecessor auditor’s working papers.

Any major issues (including the application of accounting principles or of auditing and
reporting standards) discussed with management in connection with the initial selection as
auditor, the communication of these matters to those charged with governance and how these
matters affect the overall audit strategy and audit plan.

The audit procedures necessary to obtain sufficient appropriate audit evidence regarding
opening balances (see ISA 510, “Initial Engagements—Opening Balances”).

Other procedures required by the firm’s system of quality control for initial audit
engagements (for example, the firm’s system of quality control may require the involvement
of another partner or senior individual to review the overall audit strategy prior to
commencing significant audit procedures or to review reports prior to their issuance).
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Appendix
(Ref: Para. 6-7 and A9-A12)

Considerations in Establishing the Overall Audit Strategy

This appendix provides examples of matters the auditor may consider in establishing the overall audit
strategy. Many of these matters will also influence the auditor’s detailed audit plan. The examples
provided cover a broad range of matters applicable to many engagements. While some of the matters
referred to below may be required by other ISAs, not all matters are relevant to every audit engagement
and the list is not necessarily complete.

Characteristics of the Engagement

The financial reporting framework on which the financial information to be audited has been
prepared, including any need for reconciliations to another financial reporting framework.

Industry-specific reporting requirements such as reports mandated by industry regulators.
The expected audit coverage, including the number and locations of components to be included.

The nature of the control relationships between a parent and its components that determine how the
group is to be consolidated.

The extent to which components are audited by other auditors.
The nature of the business segments to be audited, including the need for specialized knowledge.

The reporting currency to be used, including any need for currency translation for the financial
information audited.

The need for a statutory audit of standalone financial statements in addition to an audit for
consolidation purposes.

The availability of the work of internal auditors and the extent of the auditor’s potential reliance on
such work.

The entity’s use of service organizations and how the auditor may obtain evidence concerning the
design or operation of controls performed by them.

The expected use of audit evidence obtained in previous audits, for example, audit evidence related
to risk assessment procedures and tests of controls.

The effect of information technology on the audit procedures, including the availability of data and
the expected use of computer-assisted audit techniques.

The coordination of the expected coverage and timing of the audit work with any reviews of
interim financial information and the effect on the audit of the information obtained during such
reviews.

The availability of client personnel and data.

Reporting Objectives, Timing of the Audit, and Nature of Communications

The entity's timetable for reporting, such as at interim and final stages.

The organization of meetings with management and those charged with governance to discuss the
nature, timing and extent of the audit work.

11
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The discussion with management and those charged with governance regarding the expected type
and timing of reports to be issued and other communications, both written and oral, including the
auditor's report, management letters and communications to those charged with governance.

The discussion with management regarding the expected communications on the status of audit
work throughout the engagement.

Communication with auditors of components regarding the expected types and timing of reports to
be issued and other communications in connection with the audit of components.

The expected nature and timing of communications among engagement team members, including
the nature and timing of team meetings and timing of the review of work performed.

Whether there are any other expected communications with third parties, including any statutory or
contractual reporting responsibilities arising from the audit.

Significant Factors, Preliminary Engagement Activities, and Knowledge Gained on Other Engagements

The determination of appropriate materiality levels, including:
o Setting materiality for planning purposes.
o Setting and communicating materiality for auditors of components.

o Reconsidering materiality as audit procedures are performed during the course of the
audit.

o Preliminary identification of material components and account balances.
Preliminary identification of areas where there may be a higher risk of material misstatement.

The impact of the assessed risk of material misstatement at the overall financial statement level on
direction, supervision and review.

The manner in which the auditor emphasizes to engagement team members the need to maintain a
questioning mind and to exercise professional skepticism in gathering and evaluating audit
evidence.

Results of previous audits that involved evaluating the operating effectiveness of internal control,
including the nature of identified weaknesses and action taken to address them.

The discussion of matters that may affect the audit with firm personnel responsible for performing
other services to the entity.

Evidence of management's commitment to the design, implementation and maintenance of sound
internal control, including evidence of appropriate documentation of such internal control.

Volume of transactions, which may determine whether it is more efficient for the auditor to rely on
internal control.

Importance attached to internal control throughout the entity to the successful operation of the
business.

Significant business developments affecting the entity, including changes in information
technology and business processes, changes in key management, and acquisitions, mergers and
divestments.

Significant industry developments such as changes in industry regulations and new reporting
requirements.

Significant changes in the financial reporting framework, such as changes in accounting standards.
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Other significant relevant developments, such as changes in the legal environment affecting the
entity.

Nature, Timing and Extent of Resources

The selection of the engagement team (including, where necessary, the engagement quality control
reviewer) and the assignment of audit work to the team members, including the assignment of
appropriately experienced team members to areas where there may be higher risks of material
misstatement.

Engagement budgeting, including considering the appropriate amount of time to set aside for areas
where there may be higher risks of material misstatement.
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