Contents

INTRODUCTION TO AUDITING AND ASSURANCE

O 0 N O~ U

10
1

12
13
14
15
16
17
18
19
20
21
22
23
24

An Overview of Auditing and Assurance

THE LEGAL FRAMEWORK OF AUDITING
Auditor's Professional Liability
The Auditor and Fraud

Auditing and the Companies Ordinance

THE PROFESSIONAL FRAMEWORK OF AUDITING AND ASSURANCE
Auditing and Assurance Standards

Financial Reporting Standards and the Auditor

Professional Ethics

Quality Control

Terms of Engagement

Audit Documentation

Practice Review

THE AUDIT PROCESS

Audit Objectives and the Conduct of an Audit
The Stages and Timing of an Audit

Planning

Understanding an Entity and Its Environment
Internal Control

Audit Risk

Materiality and Judgment

Audit Evidence

Auditor’s Responses to Assessed Risks
Analytical Procedures

Audit of the Sales and Receipts Cycle

Audit of the Purchases and Payments Cycle

Audit of the Inventories and Production Cycle

12
21
50

64
73
79
142
170
185
205

75
26
27

28
29

30

31
32
33
34
35

Vi
36
3
38
39
40

41

Vil
42
43

Audit of the Payroll and Personnel Cycle
Audit of the Capital Acquisition and Repayment Cycle

Audits of Cash Balances, Bank Balances, Property, Plant and
Equipment, and Investments in Financial Instruments

Audit Sampling

Information Technology and the Auditor

29.1 Internal Control and Auditing in an Information Technology Environment
29.2 Computer-Assisted Audit Techniques (CAATs)

29.3 Computer Conversion

THE REPORTING FRAMEWORK OF AUDITING
Completing the Audit

26.4%. Overall Review of Financial Statements
30.2 Written Representations

Review of Subsequent Events

Auditor’s Reports on Financial Statements
Review of Going Concern Status

Opening Balances and Comparatives

Communication with Those Charged with Governance

SPECIAL AUDIT SITUATIONS

Audit of Group Financial Statements

First Audit Engagement

Audit of Small Companies

Audit of Financial Statements in Accordance with Special Purpose Frameworks

Audits of Single Financial Statements and Specific Elements, Accounts or
ltems of a Financial Statement

Engagements to Report on Summary Financial Statements

SPECIAL AUDIT TOPICS
Audit of Accounting Estimates and Related Disclosures

Other Information in Documents Containing Audited Financial Statements

460
475
483

505

522
548
561

572
576
587
602
630
644
657

672
702
709
720
727

734

748
762

__————



44 Related Parties 767

45 Considering Laws and Regulations 789
46 Using the Work of an Expert 798
47 Service Organizations and Outsourcing 810
48 Using the Work of Internal Auditors 820
49 Corporate Governance 839
50 Audit Committees 859

VIl NON-AUDIT ENGAGEMENTS

51 Compilation and Agreed-Upon Procedures Engagements 872
52 Review and Other Assurance Engagements 886
53 Prospectus Reports and Letters 921
54 Pro Forma Financial Information in a Prospectus 939

INDEX 955



