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Practice Statement No. 4 Clarified International Standards on Auditing (ISAs) & Clarified International Standard on Quality Control (ISQC 1) issued by the International Auditing & Assurance Standards Board (IAASB) Adoption of the Clarified Standards for application in Sierra Leone Use of Small & Medium Practices (SMP) Committee Guidelines as a benchmark for the application of ISAs and ISQC in Sierra Leone The effective date of application of the Clarified Standards shall be for audits of financial statements with accounting periods commencing on or after 1 January 2012 Early application is encouraged N/A Mandatory guidance to practitioners Exposure Draft for public comment 11 July 2011 15 August 2011



Practice Statement 1. Overview 1.1 In serving the public interest, the International Auditing and Assurance Standards Board (IAASB) sets high-quality international auditing and assurance standards that are consistent with the objectives of CSAAG. The IAASB recognises that standards need to be understandable, clear, and capable of consistent application. These aspects of clarity serve to enhance the quality and uniformity of practice worldwide. 1.2 In 2004, the IAASB began a comprehensive programme to enhance the clarity of its International Standards on Auditing (ISAs). This programme involved the application of new drafting conventions to all ISAs, either as part of a substantive revision or through a limited redrafting, to reflect the new conventions and matters of clarity generally. 1.3 On February 27, 2009, the Clarity Project reached its completion when the Public Interest Oversight Board approved the due process for the last set of clarified ISAs. Consequently, auditors worldwide have access to 36 updated and clarified ISAs and a clarified International Standard on Quality Control (ISQC).
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2. Changes Resulting from the Clarity Project 2.1 Improvements arising from the Clarity Project broadly comprise the following:  Identifying the auditor's overall objectives when conducting an audit in accordance with ISAs; Page | 2  Setting an objective in each ISA and establishing the auditor's obligation in relation to that objective;  Clarifying the obligations imposed on auditors by the requirements of the ISAs and the language used to communicate such requirements;  Eliminating any possible ambiguity about the requirements an auditor needs to fulfill; and  Improving the overall readability and understandability of the ISAs through structural and drafting improvements.



3. Effective Date in Sierra Leone 3.1 All clarified ISAs and ISQC 1 will be effective for audits in Sierra Leone of financial statements with accounting periods beginning on or after 1 January 2012. The effective date balances the need for those using the standards to have sufficient time to implement them, with the desire that users of financial statements should benefit from them as soon as possible. For example, where a reporting entity prepares annual financial statements for audit, the application of clarified ISAs and clarified ISQC 1 by its auditor will fall on or after 1 January 2013. 4. Audit Opinion in Sierra Leone 4.1 For the purposes of Audit Opinions, ISAs shall be known as: “International Standards on Auditing as developed by the International Auditing & Assurance Standards Board and approved for application in Sierra Leone by Practice Statement No. 4 of the Council for Standards of Accounting, Auditing, Corporate & Institutional Governance (CSAAG)”. 5. Additional Auditing Standards 5.1 The IAASB agreed, subject to any unforeseen circumstances, not to issue any additional auditing standards that would become effective in the two years from December 2009 to December 2011. This responded to requests that the IAASB has received from stakeholders for a period of stability in the standards, as jurisdictions focus on the task of implementing the clarified ISAs and redrafted ISQC 1. c/o Institute of Chartered Accountants of Sierra Leone, Red Lion House, 65 Siaka Stevens Street, PMB 632, Freetown, Sierra Leone, West Africa.
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5.2 All new standards and guidelines that are issued by the IAASB or the SMP Committee after 15 December 2009 shall fall within the scope of this Practice Statement without the need for any further amendment or update of this Statement. 6. Application of ISAs in Sierra Leone – Minimum Requirements 6.1 Auditors in Sierra Leone are expected to, as a minimum, implement the “Guide to Using International Standards on Auditing in the audits of Small and Medium Sized Entities” as issued – and updated from time to time - by the Small & Medium Practices (SMP) Committee of the International Federation of Accountants. Auditors are expected to use their professional judgement in assessing when the needs of their audits require reference to the full ISAs. 7. Application of ISQC 1 in Sierra Leone – Minimum Requirements 7.1 Auditors in Sierra Leone are expected to, as a minimum, implement the “Guide to Quality Control for Small & Medium Sized Practices” as issued – and updated from time to time - by the Small & Medium Practices (SMP) Committee of the International Federation of Accountants. Auditors are expected to use their professional judgement in assessing when the needs of their practices require reference to the full ISQC 1. 8. Structure of the Clarified ISAs 8.1 The Clarified ISAs were given a new structure, in which information is presented in separate sections: Introduction, Objective, Definitions, Requirements, and Application and Other Explanatory Material. 8.2 Introduction. Introductory material may include information regarding the purpose, scope, and subject matter of the ISA, in addition to the responsibilities of the auditors and others in the context in which the ISA is set. 8.3 Objective. Each ISA now contains a clear statement of the objective of the auditor in the audit area addressed by that ISA. 8.4 Definitions. For greater understanding of the ISAs, applicable terms have been defined in each ISA. 8.5 Requirements. Each objective is supported by clearly stated requirements. Requirements are always expressed by the phrase "the auditor shall."
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8.6 Application and Other Explanatory Material. The application and other explanatory material explains more precisely what a requirement means or is intended to cover, or includes examples of procedures that may be appropriate under given circumstances. 9. A List of the Clarified Standards 9.1 Subject to paragraph 5.2 of this Practice Statement, the complete listing of the ISAs and ISQC 1 is shown below: i. ii. iii. iv. v. vi. vii. viii. ix. x. xi. xii. xiii. xiv. xv. xvi. xvii. xviii. xix. xx. xxi. xxii. xxiii. xxiv. xxv. xxvi.



ISA 200, Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on Auditing ISA 210, Agreeing the Terms of Audit Engagements ISA 220, Quality Control for an Audit of Financial Statements ISA 230, Audit Documentation ISA 240, The Auditor's Responsibilities Relating to Fraud in an Audit of Financial Statements ISA 250, Consideration of Laws and Regulations in an Audit of Financial Statements ISA 260, Communication with Those Charged with Governance ISA 265, Communicating Deficiencies in Internal Control to Those Charged with Governance and Management ISA 300, Planning an Audit of Financial Statements ISA 315, Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its Environment ISA 320, Materiality in Planning and Performing an Audit ISA 330, The Auditor's Responses to Assessed Risks ISA 402, Audit Considerations Relating to an Entity Using a Service Organization ISA 450, Evaluation of Misstatements Identified during the Audit ISA 500, Audit Evidence ISA 501, Audit Evidence-Specific Considerations for Selected Items ISA 505, External Confirmations ISA 510, Initial Audit Engagements-Opening Balances ISA 520, Analytical Procedures ISA 530, Audit Sampling ISA 540, Auditing Accounting Estimates, Including Fair Value Accounting Estimates, and Related Disclosures ISA 550, Related Parties ISA 560, Subsequent Events ISA 570, Going Concern ISA 580, Written Representations ISA 600, Special Considerations-Audits of Group Financial Statements (Including the Work of Component Auditors) c/o Institute of Chartered Accountants of Sierra Leone, Red Lion House, 65 Siaka Stevens Street, PMB 632, Freetown, Sierra Leone, West Africa.
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xxvii. xxviii. xxix. xxx. xxxi. xxxii. xxxiii. xxxiv. xxxv. xxxvi. xxxvii.



ISA 610, Using the Work of Internal Auditors ISA 620, Using the Work of an Auditor's Expert ISA 700, Forming an Opinion and Reporting on Financial Statements ISA 705, Modifications to the Opinion in the Independent Auditor's Report ISA 706, Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor's Report ISA 710, Comparative Information-Corresponding Figures and Comparative Financial Statements ISA 720, The Auditor's Responsibilities Relating to Other Information in Documents Containing Audited Financial Statements ISA 800, Special Considerations-Audits of Financial Statements Prepared in Accordance with Special Purpose Frameworks ISA 810, Engagements to Report on Summary Financial Statements ISA 805, Special Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or Items of a Financial Statement International Standard on Quality Control (ISQC) 1, Quality Controls for Firms that Perform Audits and Reviews of Financial Statements, and Other Assurance and Related Services Engagements



I confirm that this Practice Statement was approved by a Resolution of CSAAG passed on xxxxxx.



Omodele R. N. Jones Chairman NOTE ON COMMENTS REQUESTED ON THIS EXPOSURE DRAFT Comments should provide a detailed reasoning and references to authoritative sources. The documents stated in this Practice Statement can be accessed on “Updates” section of CSAAG’s website (see the working documents for the 4th Meeting) or directly from IFAC at ifac.org. Practitioners will be advised, in due course, of the launch of a dedicated CSAAG website for the clarified standards. Respondents may be entitled to Continuing Professional Development (CPD) credits under a scheme to be launched by CSAAG in association with the Institute of Chartered Accountants of Sierra Leone.
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