


S -






Defiﬂitioﬂ

The examination of financial statements by a certified
public accountant in order to express an opinion as to
the fairness of presentation.



- certified public accountant; ké toan vién céng
chirng

- express an opinion: dwa ra y kién kiém toan
- fairness of presentation: trinh bay hop ly






Obtaining an
engagement

Ki hop déng kiém
toan
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Planning an
assignment

Lén ké hoach kiém
toan
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Evidence and
reporting

Béng chimng kiém
toan va bao cao
kiém toan



Obtaining an engagement ,}I% x %‘\2\4’
*
Ensure professionally qualified to act
Ensure existing resources adequate

Obtain references
Communicate with existing/predecessor

auditors *



. \J4
Obtaining an engagement K * o )-8

Sounces of- informaltion aboul new client? > N

Enquiries of other sources ' Bankers, solicitors

Review of documents Most recent annual accounts, listing particulars,
credit rating

Previous accountants/auditors Previous auditors should be invited to disclose
fully all relevant information

Review of rules and standards Consider specific laws/standards that relate to
industry




Planning an

assignment
Planning ARl Materiality JoL Fraud
L procedures sk ~_




Step 1. Ensuring ethical requirements continue to
be met

Step 2: Ensuring the terms of the engagement are
understood

Step 3: Establishing the overall audit strategy

Step 4: Developing an audit plan



Analytical procedures consist of the analysis of
significant ratios and trends including the resulting
investigations of fluctuations and relationships that
are inconsistent with other relevant information or
which deviate from predictable amounts.

During planning, analytical procedures are used as
a means of understanding the business and
identifying audit risk.
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Figures have increased slightly.

Figures have increased dramatically.

Figures have increased steadily.

This is a significant drop.

This is a gradual drop.

The situation is stable.

Uooo0dd

a 7 There have been some fluctuations. ]
C 8 The situation was pretty bad, but is

j now improving slowly. W
b 9 Profits have been falling since the fire. [

10 We're hovering at around 3%.

H




4 0 S
B K-.—.;‘F e 5

Materiality: An expression of the relative significance or importance
of a particular matter in the context of financial statements as a
whole. The IFRS Conceptual Framework for Financial Reporting
states that a matter is material if its omission or misstatement could
Influence the economic decisions of users taken on the basis of the
financial statements.

Performance materiality: The amount or amounts set by the
auditor at less than materiality for the financial statements as a
whole to reduce to an appropriately low level the probability that the
aggregate of uncorrected and undetected misstatements exceeds
materiality for the financial statements as a whole.




Materiality for the
financial statements as a whole
based on draft financial ~ F-=-===---——--— 1
statement and other i

available information

- g Compare and
l consider need for
additional testing

Performance materiality
Apply planning materiality to
individual balances and classes of
transactions

!

Test all items = Actual misstatements
Performance materlallty detected

Sample fromremaining items Actual misstatements
= tolerable misstatement detected

l v

] [ Actual misstatements

Materiality for the
financial statements as a whole
is revised as the audit progresses

projected to population




Audit risk




Auditrisk =
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Company

Audit risk

Risk of material misstatement + Detection risk

l

Inherent risk

Control risk

Financial statements

Auditors




Inherent risk: The susceptibility of an assertion about a class of
transaction, account balance or disclosure to a misstatement that could
be material, either individually or when aggregated with other
misstatements, before consideration of any related controls.

Control risk: The risk that a misstatement that could occur in an
assertion about a class of transaction, account balance or disclosure and
that could be material, either individually or when aggregated with other
misstatements, will not be prevented, or detected and corrected, on a
timely basis by the entity’s internal control.

Control risk: The risk that a misstatement that could occur in an
assertion about a class of transaction, account balance or disclosure and
that could be material, either individually or when aggregated with other
misstatements, will not be prevented, or detected and corrected, on a
timely basis by the entity’s internal control.



Fraud
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Vocabulary

Planning an assignment: 1én k& hoach kiém toan
Analytical procedures: thu tuc phan tich
Materiality: mdc do trong yéu

Audit risk: rti ro kiém toan

Ethical requirement: yéu cau vé dao dirc
Audit strategy: chién lwgc kiém toan
Audit plan: k& hoach kiém toan
Performance materiality: Mdrc trong yéu thwe hién
Tolerable misstatement/error: sai sét cé thé bé qua
Inherent risk: rai ro tiém an QCP
Control risk: rdi ro kiém soat |
Detection risk: rui ro phat hién

Fraud: gian lan

Error: 16i







Vocalnﬂafg

Audit documentation/working paper: chirng tt kiém
toan

Sampling: chon mau

Control test: kiém tra kiém soat

Substantive procedures: kiém tra chi tiét

Written representation: thw gidi trinh (t& ban diéu
hanh)

Audit opinion: y kién kiém toan



Financial statement assertions

Assertions about
classes of
transactions and
events, and related
disclosures, for the
period under audit

(For income
statement
transactions/
items)

Occurrence: transactions and events that have been recorded or
disclosed, have occurred, and such transactions and events pertain to the
entity

Completeness: all transactions and events that should have been
recorded have been recorded, and all related disclosures that should
have been included in the financial statements have been included

Accuracy: amounts and other data relating to recorded transactions and
events have been recorded appropriately, and related disclosures have
been appropriately measured and described

Cut-off: transactions and events have been recorded in the correct
accounting period

Classification: transactions and events have been recorded in the proper o
accounts p

Presentation: transactions and events are appropriately aggregated or
disaggregated and clearly described, and related disclosures are relevant
and understandable in the context of the requirements of the applicable
financial reporting framework

X |}



Financial statement assertions

Assertions about
account balances,
and related
disclosures, at the
period end

(For BS
transactions/
items)

Existence: assets, liabilities and equity interests exist

Rights and obligations: the entity holds or controls the rights to assets,
and liabilities are the obligations of the entity

Completeness: all assets, liabilities and equity interests that should have
been recorded have been recorded and all related disclosures that
should have been included in the financial statements have been
included

Accuracy, valuation and allocation: assets, liabilities, and equity interests
have been included in the financial statements at appropriate amounts
and any resulting valuation or allocation adjustments have been
appropriately recorded, and related disclosures have been appropriately
measured and described

|
|
l"l
Classification: assets, liabilities, and equity interests have been recorded |
in the proper accounts '
Presentation: assets, liabilities, and equity interests are appropriately
aggregated or disaggregated and clearly described, and related

Wy W,
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Assertions: co s¢ dan liéu " N~E &
> =
Occurrence: Sy xay ra
Completeness: tinh day du
Accuracy: tinh chinh xac %

Cut-off: tinh phan ky

Classification: phan loai

Presentation: trinh bay

Rights and obligations: quyén loi va trach nhiém

Accuracy, valuation and allocation: dinh gia va phan bb
Qualified opinion: y kién cé diéu kién (KTV khdng thé xac nhan)
Unqualified opinion: y kién chap nhan toan phan
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4. Commuﬂicc‘:\tiﬂg
aucliting issues




Janet Hendley, a partner in an audit firm, calls Claude Bernaud, the CFO of a French company.
Listen to the dialogue, and then decide if the statements which follow are true | /| or false | X

Janet wants to talk to Claude about a report.

Janet thinks that capitalization of costs should be expenses in the P&L.
Claude agrees with Janet on this point.

Claude thinks capitalization of costs should be classed under machine upgrades. [_]
Claude’s reasoning is that the upgrades are really investments in the future.

Janet agrees to reconsider her opinion.




Janet Hendley, a partner in an audit firm, calls Claude Bernaud, the CFO of a French company.
Listen to the dialogue, and then decide if the statements which follow are true | /| or false | X

Janet wants to talk to Claude about a report. Jx
Janet thinks that capitalization of costs should be expenses in the P&L.
Claude agrees with Janet on this point.

Claude thinks capitalization of costs should be classed under machine upgrades. [[] v
Claude’s reasoning is that the upgrades are really investments in the future. v

Janet agrees to reconsider her opinion. Jv




Two colleagues from an auditing firm are discussing the latest financial scandal. Listen to part
of the dialogue and answer the following questions.

What is Heidi worried about?

a
b What does Phillip think?
¢ What does Heidi think investors should get?

What example of inaccurate information does she give?

a4
000“%



Two colleagues from an auditing firm are discussing the latest financial scandal. Listen to part
of the dialogue and answer the following questions.

What is Heidi worried about?

a
b What does Phillip think?
¢  What does Heidi think investors should get?

What example of inaccurate information does she give?

a That the scandals with Megacorp PLC will mean
that they are going to have to change the way
they do their job.

b That their role is only to give an opinion based
on estimates, and that they can’t review every
detail.

¢ Correct financial information

d Overstating assets by 50%



Now listen to part 2 of the dialogue and complete the gaps.

Philip
Heidi
Philip

We don't _ Overstate * anything.

But we're expected to find these things. That's what we’re paid to do.
review

Hang on a minute. Our job is to 2 the information provided to us

by the management of a company. We have to assume that they’re being
honest 3. We're not police officers.
But ...

legal

Let me finish. Look, there are 4 mechanisms to deal with people

who commit fraud 5. The auditing profession has it's own

regulations 6 and investors trust this. It’s tried and tested.
rely

7 on the financial

All 'm saying is that investors have a right to
information they read, and we're paid to ___Check 8 exactly that.
self-regulation ¢ may not be enough. And the trend is ...

| agree that it’s a bit strange that we're paid by the same people who we
audit

1© but it’s always been this way and | don't see how that can be

changed, do you?



+ +

WISHING YOU
+ Luck

And all The best To you ™




