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Chapter 1 : AUDITING: PRINCIPLES AND PRACTICE - RAVINDER KUMAR, VIRENDER SHARMA - Goo
This whole, properly-acquired and utterly updated textual content material, now in its Third Model, continues to supply
an in-depth analysis of the important concepts of Auditing emphasising the smart options of the course.

Controls are directives that top leadership sets to prevent losses in operating activities. In other words, the
audit department head must make sure audit results meet goals included in the internal audit charter. Planning
Planning activities require that auditors possess analytical dexterity and the ability to efficiently perform
multiple tasks. Consequently, auditors-in-charge must ensure that planning procedures are in line with
corporate decision-making processes. Video of the Day Brought to you by Techwalla Brought to you by
Techwalla Communication and Approval An audit chief must communicate to corporate leadership auditing
plans and resource requirements for an upcoming period, such as a fiscal year. Senior management and the
board of directors must then approve the annual audit plan. Resource Management Resource management
requires effective communication skills and complex problem-solving ability. The auditor-in-charge must
ensure that audit resources are appropriate, sufficient and available to achieve the approved plan. Policies and
Procedures Companies must ensure that the policies and procedures applicable to internal audits are in line
with industry practices and regulatory guidelines. These standards include rules that the U. Coordination
Coordination is a key auditing principle as it reduces duplication of efforts. By sharing important audit
findings with external auditors and regulators, internal reviewers ensure that companies focus on high-risk
areas. In auditing terminology, risk rating depends on loss expectation. The reporting frequency is usually
quarterly but may be shorter based on circumstances. Internal audit reports may cover significant risk
exposures, such as fraud risks and governance issues. Nature of the Work Auditing attempts to prevent
operating losses that may result from dysfunctional corporate systems and ineffective controls. To perform
tasks satisfactorily, auditors apply regulatory guidelines, such as generally accepted auditing standards.
Governance Auditing procedures help companies evaluate their decision-making mechanisms and establish
effective procedures for long-term growth. Governance-related policies include the promotion of appropriate
ethics and values within a company, the training and coaching of subordinates, and the communication of risk
and control information to appropriate segments of the company. These principles are important because they
help top leadership make well-informed decisions and provide corrective measures for high-risk activities.
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Core Principles for the Professional Practice of Internal Auditing The Core Principles, taken as a whole, articulate
internal audit effectiveness. For an internal audit function to be considered effective, all Principles should be present and
operating effectively.

Related Executive Summary The recent financial crisis has led to a great deal of discussion about the role of
the auditor and whether the increased regulations are now effective in reducing the chance of further
difficulties of this type, in the future. By looking at the collapse of both Enron and Lehman Brothers, it can be
argued that the ineffectiveness of the auditing profession and, in particular, the lack of independence between
Arthur Anderson and Enron, were seen to be critical factors in the downfall of Enron. Bearing this in mind,
there have been some fundamental changes to the auditing regulations, in order to rebuild investor confidence
and also to ensure that there is much less chance of similar problems occurring, in the future. Arthur Andersen
provided substantial non-audit related services and worked attentively with the management to create
procedures for suppressing the real figures for the financial statements. The matter was also deemed to be
relevant in the US and, in , legislation came into force in USA, where the Sarbanes-Oxley Act introduced,
announcing changes to the regulation of financial practice and corporate governance. It contains 11 titles
which aim to protect shareholders and stakeholders from creative accounting, fraud and embezzlement
practices in US corporations. The aim of the Act is go through legislative audit requirements and to protect
investors by advancing the accuracy and reliability of corporate disclosures. Nevertheless, it covers matters
such as launching a public company, accounting oversight board, audit independence, corporate responsibility
and enhanced financial disclosure. The assumption of the Sarbanes-Oxley Act is that the regulations apply
equally, as is makes no difference between US and overseas registrants. The CGAA in the UK was set up by
the Chancellor of the Exchequer and the Secretary of State for Trade and Industry, and is made up of high
level group of regulators and ministers with the authority for managing the review of the regulatory
framework. The foremost matters included in the review are audit independence and making recommendations
for change. It was noted at the outset that auditing is a vital part of the accounting framework which then
sustains the capital markets and legitimises the financial statements. Furthermore, it will add credibility and
reliability to the financial statements, meaning that an auditor should be competent and independent. As a
result of this, the CGAA has made several significant changes in relation to the rotations of audit partners and
key audit staff Church and Zhang, There is no obligation for the UK listed companies to change auditors after
a number of years in office. Nevertheless, where the same audit engagement partner acts for an audit client, for
a protracted period of time, threats are likely to occur, as a result of familiarity Hussey, Consequently, the UK
regulatory obligations are that, for listed corporations, the audit engagement partner cannot perform for more
than seven years and cannot return to that role for further five years. This is principally in line with the present
UK approach to audit independence, which is directing on the threats to audit independence and the
safeguards. Furthermore, audit responsibilities have developed from looking at straight-forward error and
giving true and fair audit opinion to the establishment of a value-added services for consumers and regulators;
services consist of reporting on internal control deficiencies, identifying business risks and even providing
guidance on these risks. Consequently, auditors are expected to be articulated in accounting and reporting
standards and requirements, as well as in diverse areas varying from the technological to the legal aspects of
business and finance. In this context, pressure on the audit function is increasing, due to audit related corporate
failures and new regulations Dunn, As part of the review and as a direct result of the collapse of Enron, the
concept of auditor independence and the way in which providing non-auditing services impact on the level of
independence came under particular scrutiny IAS Plus As a result of this, five key areas have been looked at
within the area of audit and review of the regulatory framework. This entailed, firstly, the need to increase
transparency where disclosure is concerned; secondly, looking at all the potential threats to independent,
auditing; thirdly, looking at issues associated with non-auditing services and how they should be managed;
fourthly, looking at international variations, recognising that they could create difficulties in harmonisation if
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not achieved; and finally, the requirement to identify the role of the audit committee within these
organisations. The regulatory framework in the UK was therefore developed in a much more robust manner, in
order to ensure that the type of close-knit relationship experienced in Enron does not reappear and that
organisations are placed under the appropriate level of scrutiny, in terms of their financial activities. This was
also recognised to be important, not only from the point of view of achieving genuine independence and
robustness within organisations, but also to increase consumer confidence. Moreover, in the current economic
crisis, there are concerns that organisations might behave in an unscrupulous manner and therefore developing
a regulatory framework which offers security to investors will be a critical part of the long-term recovery of
the UK economy Salter, Reactions of Audit Firms to Regulatory Change As a result of the changing
regulatory structure, clear changes that have emerged within auditing firms, across the UK. Many of these
changes have taken place in order to comply with the new regulatory standards. However, by identifying the
way in which the auditing firms are changing their working procedure, it is possible to obtain a greater
understanding of how influential the recent changes to the auditing practices in the UK have been on the
economic recovery Byrne, Substantial changes have happened in relation to the operation of auditing firms.
The main change is that there is a greater requirement when it comes to auditor independence and this is seen
as a crucial solution to the previous problems faced by auditing firms handling the management of an
organisation. One of the main findings which emerged in Enron was the fact that the auditing firm Arthur
Andersen and was so reliant on Enron for many of its projects and income, that it was not prepared to
challenge the directors and was therefore highly unlikely to undertake a full and comprehensive audit.
Regulatory changes have stepped in to prevent the amount of non-auditing services reaching such a high level
that this type of independence is jeopardised Collins, Another issue which has emerged from the regulatory
changes is the fact that many auditing firms found themselves in financial difficulties. These firms, therefore,
looked at ways of making the auditing process easier by standardising the approach and using common
practices which would enable them to use checklists, in order to plan and record the auditing questions. Whilst
this was an effective way of operating, in many cases, it did result in a lack of thoroughness. Furthermore, by
increasing the level of regulation and the expectations that would emerge from a thorough audit, auditing
firms have had to change the fundamental method of operation, to comply with these increased regulatory
standards ACCA, The regulations not only look at how each individual auditing firm operates but also look at
the interaction between the auditing firms and institutions such as the Financial Services Authority, thus
requiring a much higher level of interaction between the auditing firm and the large corporation and the FSA,
to ensure greater scrutiny of particular accounting practices. The most notable change, however, when it
comes to regulations is the replacement of Scheduled 2 of the Companies Disclosure of Auditor Remuneration
and Liability Limitation Agreements , which places a much greater reliance on disclosure relating to
non-auditing services, so that issues relating to independence can be more transparently analysed. On the
whole, however, it can be seen that auditing firms have looked towards changing their operations, both
internally and externally. This is in recognition of the fact that, in order to achieve economic recovery, it is
necessary for the public and investors to be able to trust the auditing profession to give a true and accurate
reflection of the financial statements within a particular organisation. By recognising that the FSA has become
much more involved in the interaction between auditing firms and the regulators, this has required auditing
firms to become much more transparent in their operations, both as a result of regulatory changes, but also as a
result of changing markets demands Sukhraj, Further changes have been made as a result of the Companies
Act which requires greater disclosure of financial statements and, in particular, areas such as the level of
director remuneration and a more thorough statement from the auditors in relation to the contents of the
financial statements. All of these changes have had a fundamental impact on the work of the modern day
auditor. Enron and Lehman â€” A Comparison Enron and Lehman Brothers proved that corporate governance
is vital to successful business and social welfare and after Enron filed for Chapter 11 bankruptcy, in , further
evidence appeared of corporate governance weaknesses and fraudulent activities. Ultimately, the fundamental
reason behind the collapse of Enron was on account of deceiving financial statements, as they modified the
data to show a successful performance. Enron was audited by Arthur Andersen, for over 20 years, and it was
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responsible for verifying that the financial statements were true and fair, as well as providing credibility and
assurance for the shareholders and stakeholders Fusaro and Miller, Previous Andersen staff had worked for
Enron, as well, and the relationship between the consumer and auditor was too informal. There was no audit
rotation, because Anderson had been working with the same client, for over 20 years, this familiarity was a
particular threat to their independence. It was also argued that this would increase the level of self-interest
threats. Lehman Brothers had fragile corporate governance arrangements which failed to safeguard it against
even moderate risk taking and this was seen to be central to the collapse Porter et. The similarities between the
collapse of Enron and the collapse of Lehman Brothers could be seen in the areas of audit risk and auditors
giving incorrect audit reports. Lehman Brothers filed for many reasons, corporate governance failures were the
most important, especially risk management. Detecting Fraud and Errors A key question which has emerged
from both the collapse of Enron and Lehman is to expand the role of the auditor when it comes to detecting
fraud, within the organisation. Investors may well believe that the auditors should in fact be in a position
where they are required to investigate and identify any potential, fraud that may exist within the financial
position of a particular company; however, the matter is not so clear when specific auditing requirements are
looked at Cosserat This distinction can be seen as the expectation gap which exists between what the public
and investors believe that the auditors are doing and what they are actually required to do. The auditor simply
has the role of establishing that no material level of fraud has been omitted from the financial statements and
is not responsible for the prevention of fraud, in the first place, but rather insuring that any instances of fraud
are accurately reported to the public. This simple distinction is particularly important when it comes to public
perceptions, and although auditing practices are seen to be linked to the collapse of Enron and Lehman Bros,
the reality is that the management teams need to take an increased level of responsibility and it cannot simply
be said that the auditors failed in their duty. Reporting on Business Going Concern As noted in previous
sections of this report, an audit report on financial statement does not necessarily provide a full and frank
disclosure of the position of the organisation. However, the precise role of the auditors has been somewhat
muddied and one particular criticism which has emerged following the high-profile collapse of Enron and that
of Lehman Bros was the lack of going concern opinion being presented by Arthur Andersen when auditing
Enron for the last time Porter, This discussion of going concern reporting can therefore be seen to be
inherently important to the role of the auditor when identifying a threat to the solvency of a company. The role
of the auditor is to identify that the financial statements have been prepared in a way that involves consistently
applying accounting policies and that any judgements made as a result of management understanding has been
done in a reasonable and prudent manner. It does not require a statement as to whether or not the business is
likely to remain solvent over a prolonged period of time and a lack of going concern statements presented on
behalf of Enron was potentially a real negative, in terms of the role of the auditors in this large organisation
Swartz and Watkins, In the case of Enron, it could be argued that the collapse of the organisation was as a
result of poor managerial decisions and not necessarily as a result of fraud and error and therefore it is
questionable whether the auditors would have a role in identifying the underlying problem. Despite this, there
is a strong argument to suggest that had the auditors been required to give a going concern statement, it may
have been possible that the investors were alerted to the problems within Enron, at a much earlier date Venuti
et. Conclusions One particularly obvious issue that has arisen during the analysis of how Enron failed is the
fact that its auditor, Arthur Andersen, gained a large amount of revenue from Enron in relation to non-auditing
services. Therefore, by allowing itself to become so reliant on Enron, Arthur Andersen put its auditing team in
such a situation that it was unlikely to be able to undertake its activities with sufficient independence. The
individual auditors themselves were, therefore, under an almost impossible level of pressure to keep the
directors of Enron happy and also to ensure that they used their subjective abilities, so as to maintain the
strength of relationships between the entities Vanasco et al When looking at the collapse of Lehman Brothers,
however, it was found by the Supreme Court that Lehman Bros did not in fact violate accounting rules;
therefore, whilst there were some questionable practices being undertaken by the management team at Lehman
Brothers, this was not sufficient to require the auditors to behave in a different manner or to have reported
differently. Ethical Lessons from Enron. What Went Wrong at Enron: A new approach to financial regulation:
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The Smartest Guys in the Room. Portfolio Trade Porter, B. Eds , 3rd ed. Is Auditor Independence Impaired?
Accountancy Magazine, February, p. The Inside Story of the Collapse of Enron.
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Most commonly, it occurs when the new readers stop utilizing the eBooks as they are unable to utilize them
with the appropriate and effectual fashion of reading these books. There present number of motives behind it
due to which the readers quit reading the eBooks at their first most attempt to use them. Nevertheless, there
exist some techniques that can help the readers to have a good and powerful reading encounter. A person
should correct the appropriate brightness of display before reading the eBook. It is a most common problem
that many of the folks generally bear while using an eBook. Because of this they suffer with eye sores and
head aches. The very best alternative to overcome this serious difficulty would be to decrease the brightness of
the screens of eBook by making specific changes in the settings. It is proposed to keep the brightness to
possible minimal amount as this will help you to increase the time that you could spend in reading and provide
you great comfort onto your eyes while reading. An excellent eBook reader should be installed. It will be
useful to really have a good eBook reader in order to truly have a good reading experience and high quality
eBook display. You can also use complimentary software that can offer the readers that have many functions
to the reader than just an easy platform to read the desirable eBooks. Aside from offering a place to save all
your valuable eBooks, the eBook reader software even give you a large number of attributes to be able to
improve your eBook reading experience in relation to the traditional paper books. You can also improve your
eBook reading experience with help of alternatives provided by the software program including the font size,
full screen mode, the specific variety of pages that need to be displayed at once and also change the color of
the background. You need to take appropriate breaks after specific intervals while reading. Nonetheless, this
will not mean that you need to step away from the computer screen every now and then. Constant reading your
eBook on the computer screen for a long time without taking any break can cause you headache, cause your
neck pain and suffer from eye sores and also cause night blindness. So, it is vital to give your eyes rest for a
little while by taking breaks after particular time intervals. This can help you to prevent the problems that
otherwise you may face while reading an eBook continuously. While reading the eBooks, you need to favor to
read enormous text. It is suggested to read the eBook with enormous text. So, increase the size of the text of
the eBook while reading it on the display. Even though this will definitely mean that you will have less text on
every page and greater amount of page turning, you will have the ability to read your desired eBook with great
convenience and have an excellent reading experience with better eBook screen. It is suggested not to go for
reading the eBook in full screen mode. Although it may seem easy to read with full screen without turning the
page of the eBook quite often, it place lot of strain in your eyes while reading in this mode. Always prefer to
read the eBook in the same span that would be similar to the printed book. This is so, because your eyes are
used to the length of the printed book and it would be comfy that you read in exactly the same manner. Test
out various shapes or sizes until you find one with which you will be comfortable to read eBook. By using
different techniques of page turn you can also boost your eBook experience. You can try many methods to
turn the pages of eBook to enhance your reading experience. Check out whether you can turn the page with
some arrow keys or click a certain section of the screen, aside from using the mouse to manage everything.
Prefer to make us of arrow keys if you are leaning forward. Lesser the movement you need to make while
reading the eBook better is going to be your reading experience. This will definitely help make reading easier.
By using each one of these effective techniques, you can surely boost your eBook reading experience to a
great extent. These tips will help you not only to prevent particular risks that you may face while reading
eBook frequently but also ease you to enjoy the reading experience with great comfort. The download link
provided above is randomly linked to our ebook promotions or third-party advertisements and not to download
the ebook that we reviewed. We recommend to buy the ebook to support the author. Thank you for reading.
Search a Book Search Recommended Books.
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Chapter 5 : Auditing: Principles and Practice - Ravinder Kumar, Virender Sharma - Google Books
Executive Summary. The recent financial crisis has led to a great deal of discussion about the role of the auditor and
whether the increased regulations are now effective in reducing the chance of further difficulties of this type, in the
future.

Chapter 6 : Auditing; Principles and Practice, Third Edition by Ravinder Kumar
This comprehensive and well-organized text, now in its Second Edition, continues to provide an in-depth analysis of the
fundamental principles of Auditing while emphasizing the practical aspects.

Chapter 7 : Pages - Core Principles for the Professional Practice of Internal Auditing
This comprehensive, well-received and thoroughly updated text, now in its Third Edition, continues to provide an
in-depth analysis of the basic concepts of Auditing emphasising the practical aspects of the course.

Chapter 8 : Auditing: Principles and Practice - RAVINDER KUMAR, VIRENDER SHARMA - Google Books
Principles & practices of auditing Slideshare uses cookies to improve functionality and performance, and to provide you
with relevant advertising. If you continue browsing the site, you agree to the use of cookies on this website.

Chapter 9 : Advanced Audit Principles and Practice â€“ The WritePass Journal : The WritePass Journal
practice or in business, who fails to see to proper compliance with accounting FUNDAMENTALS AND PRINCIPLES OF
AUDIT. 6 AUDIT AND ASSURANCE (f) The going concern.

Page 7

