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INTRODUCTION TO
AUDITING



CHAPTER 1

INTRODUCTION TO
AUDITING

% LET'S DISCUSS....

11
1.2
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1.5
1.6

1.7
1.8

Nature of auditing
Types of auditors & audit services

Auditing profession
Professional skepticism
Auditing standards
Auditing regulators function

Companies Act 2016 provision
Governing bodies
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RUDITING PROFESSION

Discuss auditing profession...
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Audit‘mg Standard

MALAYSIA APPROVED AUDITING STANDARD (MASA) :

MALAYSIAN INSTIT BY - LAW
ml OF ACCOUNTANTS

International
Federation
of Accountants



OUTLINE THE IMPORTANCE OF STANDARDS
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PROVISION UNDER COMPANIES ACT 2016

Discuss
regulators'’
Function
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PROVISION UNDER COMPANIES ACT 2016
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PROVISION UNDER COMPANIES ACT 2016

EXPLAIN APPOINMENT OF
AUDITORS
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PROVISION UNDER COMPANIES ACT 2016

EXPLAIN DISQUALIFICATION
AUDITORS

S e

How do you feel about this lesson?
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@ DISCUSS THE REPORTING DUTIES OF
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PROVISION UNDER COMPANIES ACT 2016

RESIGNATION & TERMINATION OF AUDITORS

| Explain the RESIGNATION of
A% Auditords
I

| Explain the TERMINATION of
A" Auditords
I
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Discuss the governhing bodies below

"'

AUDIT OVERSIGHT BOARD
(AOB)

‘ N

PRACTICE REVIEW
COMMITTE (PRC)

g ETHICS STANDARD
BOARD (ESB)

AUDITING & ASSURANCE
STANDARD (AASB)




FINAL EXAMINATION QUESTION

C) List FIVE (5) purposes of auditing.

b) Discuss FIVE (5) power and rights of an auditor under
the Companies Act 2016.

c¢) Standards are a set of systematic guidelines used by
auditors when conducting audits on companies’ financial
records. Provide FIVE (5) importance of standards.

18
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FINAL EXAMINATION QUESTION

/a; Auditing can be conducted for different purposes.
List FIVE (5) types of audit.

b) Discuss FOUR (4) reasons of disqualifications of an
Auditor as stated in section 264(1)(c)

SESI |I: 2022/2023
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FINAL EXAMINATION
QUESTION

/a; Generally, there are four types of audits as Financial
Statements audit, compliance audit, Operational audit,
and Forensic audit. Define Compliance Audit according to
functional aspects and characteristics.

b) Explain of the powers and duties of an auditor as
govern under Section 206 of the Companies Act 2016.

c) Section 267 to 281 under the Companies Act 2016
covers appointments, removals, remunerations, fees, and
resignations of auditors. Demonstrate the appointments

SESI Il: 2021/2022

@uditor. //
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CHAPTER 2

OBJECTIVES AND
SCOPE OF
FINANCIAL
STATEMENT AUDIT
(ISA 200)
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DISCUSS ON EACH AUDIT OBJECTIVES

COMPANIES ACT
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1) INTEGRITY

2) OBJECTIVITY

'3) PROFESSIONAL COMPETENCE & DUE CARE

' 4) CONFIDENTIALITY

' 5) PROFESSIONAL BEHAVIOR
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PRINCIPLES GOVERNING
AN AUDIT

THERE THREE CONSTANT IN LIFE...CHANGE, CHOICE & PRINCIPLES....

PROFESIONAL
COMPETENCE DUE
CARE

OBJECTIVITY

PROFESSIONAL
BEHAVIOR

INTEGRITY

CONFIDENTIALITY
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OVERALL PROCESS OF AUDIT

Communicate with internal auditor

01

Meet management

Reporting phase

Prepare & deliver summary re
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TRANSACTION LEVEL
ASSERTIONS
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ACCOUNT BALANCE ASSERTIONS

n List the assertions

B} Explain each assertions

ALL ABOUT
ASSERTIONS

ACCOUNT
BALANCE

Right &
Obligations

n Completeness

E Existence

n Valuation
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PRESENTATION &
DISCLOSURE
ASSERTIONS

My name is:

ACCURACY

My favourite subject is:

COMPLETENESS <@

OCCURANCE <8

RIGHT & OBLIGATIONS

UNDERSTAND ABILITY
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FINAL EXAMINATION QUESTION

-

a) The primary objective of an audit is to forny

independent opinion on the financial statements'
whether the financial statements show a true and fair
view , and have been properly prepared in accordance
with the approved accounting standards. State FIVE (5)
ways of proving the truth and fairness of financial
statements purposes.

(5 marks) //

SESI |I: 2022/2023
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FINAL EXAMINATION QUESTION

-

b) An auditor should comply with the MIA By-Laws (on
Professional Ethics, Conduct and Practice) and the Code
of Ethics for Professional Accountants issued by the
IFAC as the general principles in conducting an audit.
Explain FIVE (5) fundamental principles which the
auditor is required to comply with.

(10 marks)J)

SESI |I: 2022/2023
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FINAL EXAMINATION QUESTION

-

to ensure that the financial records and disclosures are
correct and appropriate. Assertions are evaluated in the
transaction-level assertions, account balance assertions
and presentation and disclosure assertions. Write the
elements that need to be highlighted in the
presentation and disclosure assertions.

SESI |I: 2022/2023
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FINAL EXAMINATION QUESTION

-

specific balance-related audit objectives of the account
receivable.

(5 marks)

SESI IlI: 2021/2022
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FINAL EXAMINATION QUESTION

-

b) The overall objective of an audit of a f1nanc1a |
statement as stated in ISA 200 is to enable the auditor
to express an opinion as to whether the financial
statements are prepared in accordance with an
applicable financial reporting framework. Elaborate
FIVE (5) presentation and disclosure assertions.

(10 marks)

SESI IlI: 2021/2022
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CHAPTER 3:
INTERNAL CONTROL

Learning Outcomes:

Fundamental concept of internal control

Importance of internal control

Documentation of internal control
system

Strength and weaknesses of internal
control

Management letter
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/:."ft Chapter 3: Internal Control

*

Definition of

internal

control

Describe FOUR (4) importance of internal control.
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> ELEMENTS OF
INTERNAL CONTROL

Lists (FIVE) 5 elements of internal control:




Advantages of Internal
Control
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Limitations of |nternal
Control
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I Today I feel |

How do you feel after learn this chapter?

Good Confused Happy Angry
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CHOOSE EITHER TRUE OR FALSE ANSWER FOR EACH
QUESTIONS BELOW.

l.Internal controls are put in place to prevent fraud and
misappropriation of assets within an organization.
(True, False)

2. Segregation of duties is an important internal control measure that
involves separating responsibilities for authorization, custody, and
recordkeeping to reduce the risk of errors and fraud.

(True, False)

3. Internal controls are important for organizations of all sizes, as they
help mitigate risks and ensure the reliability of financial reporting.
(True, False)

4. An effective internal control system helps ensure that financial
statements are prepared in accordance with applicable accounting
standards and regulatory requirements.

(True, False)

5. Internal controls provide reasonable assurance but cannot guarantee
that errors and irregularities will never occur within an organization.
(True, False)

é. Internal controls play a vital role in detecting and correcting errors
and irregularities in financial reporting, thus enhancing the accuracy
and reliability of financial information.

(True, False)

7. Regular monitoring and periodic evaluations of internal controls are
necessary to ensure their effectiveness and identity any weaknesses
or deficiencies that need to be addressed.

(True, False)

8. While the internal audit function contributes to the establishment and
maintenance of effective internal controls, it is the responsibility of
management and all employees to support and adhere to these
controls.

(Truef False)

i




9. Effective internal controls help reduce the risk of non-compliance
with laws and regulations governing an organization's operations.
(True, False)

10. Internal controls can be both manual and automated, depending
on the specific processes and activities of an organization.
(True, False)




PAST YEAR QUESTION

1. Internal control is policies and procedures designed to provide the
management with reasonable assurance that the compony achieves its
objectives and goals. An auditor would assess a client’s internal control
to find out whether the controls compiled by the management are
effective or not. Write FIVE (5) components of internal control in the
internal control element.

-~




PAST YEAR QUESTION

2. Write FOUR (4) weaknesses in an internal control that might occur

in an organization.

-
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PAST YEAR QUESTION

3. Control activities are policies and procedures that help to ensure
that necessary actions are taken to address risks to the achievement of
the entity objectives. Illustrate the following control activities:

i. Adequate separation of duties

ii. Proper authorization of transactions and activities

iii. Adequate documents and records

iv. Physical control over assets and records

-







PAST YEAR QUESTION

4. Write TWO (2) importance of internal control to management and
exhibit TWO (2) key inherent limitation of an internal control system.

g A




PAST YEAR QUESTION

5. Relevant internal control activities i.e., access control to prevent
entry into computer systems are available in the workplace. All
employees fit into the organizational picture of internal control,
whether their job responsibilities are directly related to those activities.
Determine FIVE (5) components on the control activity.

-~




CHAPTER 4

AUDIT PLANNING
AND AUDIT RISK
(ISA 500)



AUDIT PLANNING &
AUDIT RISK

LEARNING
W‘

*  |Nature of audit planning

> |Process in audit planning

> |Analytical procedures

. Risk assessment

] Audit risk

°  |Audit materiality
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CHAPTER 4 :Audit Planning & Audit Risk

DEFINITION:

GET THINGS DONE










PRELIMINARY
ENGAGEMENT
AGTIVITIES

Glientt Acceptiance & The Engagement

Initial Planning Upon Acceptance

Engagement Letter
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Analytical Procedure
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DEFINITION
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" pamaamaa 7.

uditors use the audit risk model to further identify the

potential for misstatements in the overall financial
statements. Analyze the components in audit risk
model.

70



Materiality and audit risk should also be considered
together in determining the nature, timing, and extent
of auditing procedures and in evaluating the results of
those procedures.
I.Exhibit the major steps in applying materiality to an
audit.
li.Expose TWO (2) factors affect the preliminary
judgement about materiality.

71



--------




Audit planning is an essential part before the auditors
perform the professional assignment. Write FOUR (4)
factors accordingly priority to be considered in

planning the audit by providing an explanation of each

factor.
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rDetermine the meaning of audit risk and differentiate
the types of risks below:

l.Inherent risk (IR)

Ii.Control risk (CR)

lii.Detection risk (DR)

iv.Environment risk




--------




Planning an audit involves establishing the overall audit
strategy for the engagement and developing an audit
plan, in order to reduce audit risk to an acceptably low
level. lllustrate FIVE (5) factors to be considered when
planning an audit.
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AUD|T DOCUMENTATION
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g~ Content in the current file
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IMPORTANCE OF AUDIT WORKING
PAPER
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PAPER REVIEW
PROCESS




CHANGES TO AUDIT FILE
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OWNERSHIP OF
AUDIT WORKING
PAPER







AUDIT SAMPLING
PROCESS
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| Types of Statistical
Sampling
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AUDIT TESTING

il
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Sampling for Test Of Control:
Attribute Sampling

Sampling for Substantive Test:
Probability Proportional to Size

- o
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FINDINGS OF AUDIT TESTING

3

Test of Control

Substantive Test
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(ﬂ\ Past Year Question

1.Describe the TWO (2) categories of Audit Files.




(ﬂ\ Past Year Question

2. Explain FOUR (4) concepts of ownership for audit
working papers.




\ /x Past Year Question
<

X

3. It is impractical and uneconomical for auditors to test
all the information available to them. So, they use audit
sampling as technique to form their conclusions. Write
THREE (3) the statistical sampling approaches that
being used by the auditors in selecting samples from the
population.
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;(\C,A.,a\/x Past Year Question
> S

4. Categorize the types of audit files and explain TWO (2)
purposes for each file.
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\ /x Past Year Question
*e

X

5.Nazril is a new audit trainee at Faezi & Co. In assisting
the audit seniors to undertake the audit work, the audit
seniors always advise her to properly maintain all the
working papers. From there on, whenever she does any
audit work, she will make sure all information is
properly documented and properly kept in a proper file.
Detail the matter that generally included in permanent
and current files.
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CHAPTER 6

AUDIT EVIDENCE
AND AUDIT
PROCEDURES (ISA
500)



FEELING
How do you feel?

MEANING
OF AUDIT
EVIDENCE

SIOISIBIES
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SUFFICIENT EVIDENCE

Measuring the quantity
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APPROPRIATE EVIDENCE

—— Measuring the quality
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FACTORS TO BE

CONSIDERED
WHEN
COLLECTING
EACH TYPES OF
AUDIT EVIDENCE
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CLASSIFICATION
OF AUDIT
PROCEDURES
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1.Elaborate the purpose of having the audit evidence.
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;(\C,A.,a\/x Past Year Question
> S

2. Explain the meaning of audit evidence with examples
of appropriate audit evidence.
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\ Past Year Question
*e
Y

3. In auditing, evidence is crucial for an auditor to
conclude whether the financial statements, as a whole
are free from material misstatement. Explain the audit
evidence based on ISA 500.
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\ /x Past Year Question
*e

X

4. According to ISA 500, sufficiency and appropriateness
are two qualities that are interrelated, as the higher
quality of the evidence, the less evidence may be
required. Demonstrate FIVE (5) factors influencing
auditor’s judgement of sufficiency.
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\ /x Past Year Question
<

X

5. Audit procedures are the processes, techniques and
methods that auditors perform to obtain audit evidence
which enables them to make a conclusion and express
their opinion. Illustrate FOUR (4) types of audit
procedures based on ISA 500 below:

i.Observation

iL.Enquiry

iii.Confirmation

iv.Reperformance

116
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