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CSAS-2
Auditing Standard on Audit Process and
Documentation

Sc ope

This Auditing Standard (‘the Standard’) is applicable to the Auditor undertaking any audit

assignment under the Companies Act, 2013 or SEBI Act, 1992 or any other law for the time

being in force. The Standard deals with responsibilities, duties and powers of the Auditor

with respect to Audit Process to be followed by him in performing the audit function and

maintaining proper documentation with respect to the audit.

Effe ctive Da te

This Standard is effective for audit engagements accepted by the Auditor on or after…………

O b je c tive

The objective of this Standard is to prescribe principles for an Auditor:

(i)to perform the audit function as per the specified audit process;

(ii) to prepare the documentation that provides:

(a) a sufficient and appropriate record to form the basis for the Auditor’s report; and

(b) evidence that the audit was planned and performed in accordance with Standards

and applicable legal and regulatory requirements.

De finitions

For the purpose of this Standard, the fol lowing terms have the meaning

attributed below:

i. A uditor
Auditor means a Member of the Institute of Company Secretaries of India

undertaking the Audit.
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ii. A udite e
An Auditee includes a person subject to audit under any law for the time

being in force.

iii. A udite e U nit
An Audit Unit includes a unit, which has one or more of the fol lowing

attributes:

 substantial devolution of administrative and financial powers;

 functional autonomy; and

 operational signi ficance with reference to achievement of objectives of

the Auditee.

iv. M a na ge m e nt
Management includes the Board of Directors, those charged with governance and

compliances, KMPs or any other person authorised by the Auditee.

Re quire m e nts

1.A uditPla nning

1.1. The Auditor shal l make the audit plan to conduct the audit as per
audit engagement terms.

1.2. Audit planning includes establ ishing and developing the overal l
audit process, which includes but not l imited to:

– Identification of broad audit areas;
– Allocation of audit resources for the audits to be undertaken
– Risk profi l ing;
– Preparation of audit Schedule;
– Selection of Auditee units for audit ;
– Determination of specific subject matter/Audit areas requiring

special attention, where considered necessary.

1.3. Audit shal l be planned in a manner which ensures that a qual itative
audit is carried out in an efficient and effective way and in a timely
manner. Adequate planning wil l ensure that appropriate attention is
accorded to crucial areas of audit and that potential problems are
identified in a timely manner. The Auditor shal l plan the audit with
an attitude of professional scepticism and exercise professional
judgment.

1.4. The audit plan shal l be adhered to the extent possible; however, it
may be modified in circumstances l ike unexpected events, changes
in conditions, or as a result of the audit evidence obtained during
the course of audit.
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2.R isk Profiling

2.1 Risk profi l ing of the Auditee and their Audit Units shal l be done
considering their structures, roles they are expected to perform and
compliance requirements. The Auditor shal l apply the risk assessment
methodology by evaluating high risk areas/activit ies of Auditee
relating to:

– Internal control environment, systems and processes of the
Auditee for adherence to the consti tutional documents,
appl icable laws, Rules, Regulations and standards, Compliance
level of appl icable laws, Rules, Regulations and standards, etc.;
and

– Transparency, prudence and probity.

2.2 The risk assessment methodology shal l include a review of the
fol lowing:

– Major pol icy init iatives of Government impacting the Auditee;
– Reports of Legislative Committees impacting the Auditee;
– Changes in any laws impacting the Auditee;
– Changes in economic environment impacting the Auditee;
– Finance & Appropriation Accounts;
– Geographical location;
– Past audit coverage;
– Past Audit findings/ Inspection Reports /Internal Audit

Reports;
– Court orders, l i t igation history and prosecutions, i f any;
– Audit Committee suggestions/recommendations, i f any;
– Number of notices received and repl ies to questions given to

the statutory authorit ies;
– Media reports and visibil i ty of topics;
– Trend of expenditure and /or receipts with Industry

benchmark;
– Volume and value of Related party transaction;
– Contingent l iabi l i ty and its l ikely impact on Auditee.

3. Inform a tiona boutA udite e

Auditor shal l obtain sufficient information which is necessary for conduct
of audit and expression of opinion.

4.A uditC he ck lists

The Auditor shal l use thorough, systematic and comprehensive checkl ist
for performance of Audit ensure that no compliance point is missed from
verification whi le conducting audit.
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5.Ve rifica tion,scrutiny ofdocum e nts & re cords,colle ction& e va lua tionof
A uditEvide nce

5.1 The Auditor shal l veri fy compliance with appl icable laws, Rules and
Regulations and highlight deviations, i f any. Further, the Auditor shal l
obtain competent, relevant and reasonable evidence to support his
judgment as well as conclusions regarding the organisation, programme,
activity or function under audit.

5.2 The evidence col lection and evaluation is a simultaneous,
systematic and an iterative process and involves:

– col lection of evidence by performing appropriate audit
procedures;

– Evaluating the evidence obtained as to its sufficiency
(quantity) and appropriateness (qual i ty);

– Re-assessing risk and gathering further evidence, i f necessary.

5.3 The evidence gathering and evaluation process shal l continue unti l
the Auditor is satisf ied that sufficient and appropriate evidence exists to
provide a basis for formation of the audit conclusions.

5.4 Audit evidence may be gathered using a variety of techniques such
as the fol lowing:

– Sampling
– Document scrutiny
– Physical inspection/site visits
– Observation
– Questionnaires
– Confirmation

– Analytical procedures

6.A na lysis ofA uditEvide nce

6.1 After evaluating the evidence and considering its material i ty, the
Auditor shal l decide how best to conclude in the l ight of the evidence
col lected and which would be the supporting key documents to arrive at
audit conclusions.

6.2 While evaluating evidence Auditor shal l find that audit evidence is
confl icting i .e. while some evidence supports the subject matter
information other evidences seem to contradict it. In such situations the
Auditor shal l weigh the extent and credibil i ty of confl icting evidence in
order to reach a conclusion or col lect more evidence to resolve the
confl ict.

7.D ocum e nta tion

7.1 Documentation of audit evidence supports audit conclusions and
confirms that the audit was carried out in accordance with relevant
standards.
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7.2 Auditor shal l adequately document the audit evidence in working
papers, including the basis and extent of planning, work performed and
the findings of audit. Working papers shal l contain sufficient information
to enable the Auditor, having no previous connection with the audit, to
ascertain from those evidence that supports the Auditor’s signi ficant
findings and conclusions.

7.3 Adequate documentation is important for several reasons which
inter alia includes:

– confi rm and support the Auditor’s opinion and report;
– increase the efficiency and effectiveness of audit;
– evidence that the audit was planned and performed in accordance

with Standards and appl icable legal and regulatory requirements;
– serve as a source of information for preparing reports or

answering any; enquiries from the Auditee or from any other
party;

– serve as evidence of the Auditor’s compliance with Auditing
Standards;

– faci l i tate planning and supervision;
– records for peer review; and
– provide evidence of work done for future reference

7.4 Audit Documentation shal l take place throughout the entire audit
process. The confidential i ty of documentation shal l be maintained and
shal l be retained for a period sufficient to meet the professional, legal
and statutory requirement, i f any.

7.5 Audit Documentation shal l comprise of audit fi le and working papers

7.6 Audit fi le shal l be maintained in one or more folders or other
storage media in physical or electronic form, therefore contains
documents that summarize the speci f ic audit engagement. Audit fi le
shal l be properly indexed, referenced with and supplemented by the set
of working papers.

7.7 Working papers for each audit comprise of al l documents col lected
during the audit process. It shal l include the documents relating to the
nature, timing and extent of audit procedures that were performed by
individual members of the audit team, detai ls of contracts/ agreements
that were examined, etc., evidences that were gathered, evaluation of
evidences, consideration of written responses from concerned officers
/agents of the Auditee supporting key documents and the process of
arriving at the results of audit procedures – audit f indings and
conclusions. The working papers could be in one or more folders, but
shal l be properly indexed, referenced and retrievable.

7.8 Working papers serve as a l ink between the field work and the audit
report and shal l , therefore, be complete and appropriately detai led to
provide a clear trai l of audit.
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7.9 Some of the broad characteristics of working papers are set out
below:

– Completeness and accuracy: Provide support to audit
conclusions.

– Clarity and conciseness: Faci l i tates understanding the entire
audit process without need for any supplementary examination.

– Legibility and neatness: Appl ies particularly to photocopies.
– Relevance: Working papers shal l be restricted to matters, which

are important, pertinent and useful for the intended purpose.
– Ease of reference: Working papers shal l be organised in

volumes in a manner that faci l i tates easy reference. An omnibus,
easy to fol low, index may be created for al l the volumes with a
proper narration to broadly explain their contents. Each of the
volumes may further be internal ly indexed.

– Ease of review: Working papers should contain cross references
to discussion papers, audit observations, etc.(including note
issued to management and their response for discussion)and the
audit report as the case may be to enable Auditor to l ink the
working papers to audit findings and conclusions.

– Complete audit trail of analysis: Working papers should
provide a complete trai l of the audit procedures performed,
evidence that were gathered and evaluated, audit findings and
conclusions that were drawn. This should contain evidence for
posi tive findings as well .

– Documentation of significant audit findings.

8.M a te ria lity

8.1 Auditor may consider material i ty throughout the audit process.
However, i f Audit engagement requires/demands thorough verification of
each event/aspect, the Auditor shal l make appropriate verification of
non-material events/aspects also.

8.2 Determining material i ty is a matter of professional judgment and
depends on the Auditor’s interpretation of the users’ needs. A matter can
be judged material i f knowledge of it would be l ikely to influence the
decisions of the intended users. This judgment may relate to an
individual item or to a group of items taken together.

8.3 Material i ty consists of both quantitative and qual itative factors.

8.4 Issues that may be considered material even if the monetary value is
not signi ficant would include the fol lowing:

– Fraud;
– Intentional unlawful acts or non-compliance;
– Incorrect or incomplete information to governing body and KMPs,

the Auditor or to the regulators, banks FI, lenders concealment);
– Intentional disregard to the executive, authoritative bodies or

Auditor; and
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– Events and transact ions made event or transaction.
– Reporting of Whistle blower events
– Major noncompliance on affecting the going concern existence of

the Auditee.

8.5The basis for the material i ty shal l be recorded in writing in the audit
fi le.

9.C onfirm a tion

Auditor shal l obtain a reply independently from third party with regard
to those information which is related to third parties.

Illustrations:
a) Certi ficate from the bankers on Dividend account balances;
b) Letter from the internal Auditor and/or statutory Auditor on any

identification of fraud or any despite knowledge of the lack of
legal basis to carry out the particular weaknesses in the systems
and processes during their audit.

c) Letter from the banker on the date of transfer of Unpaid Dividend
Account.

d) Letter from the Independent directors on the famil iarization
programme attended by them.

e) Certi ficate from the Chairman of Independent Directors on
conduct of the meeting of the independent directors, i f the
minutes are not available/provided for veri fication.

f) Report on status of compl iances from Stock Exchange or other
regulators.

10.R e cord K e e ping

10.1 Audit documentation shal l be assembled for retention within a
reasonable period of time after the Auditor's report is released. Such
reasonable period of time shal l not exceed forty five days.

10.2 Auditor shal l record al l information in writing. In case any
information is provided oral ly, the same shal l be documented by the
Auditor immediately.

10.3 Auditor shal l establ ish pol icies and procedures for retention of
engagement documentation for a period sufficient to meet the needs of
the fi rm or as required by law or regulation.

******


