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Introduction
Scope of this ISA (NZ)

1. This International Standard on Auditing (New Bed) (ISA (NZ)) deals with the
auditor’s responsibility to plan an audit of finsalcstatements. This ISA (NZ) is
written in the context of recurring audits. Additad considerations in an initial audit
engagement are separately identified.

The Role and Timing of Planning

2. Planning an audit involves establishing the aNexudit strategy for the engagement
and developing an audit plan. Adequate planningefisnthe audit of financial
statements in several ways, including the followi(Ref: Para. A1-A3)

. Helping the auditor to devote appropriate attentionimportant areas of the
audit.

. Helping the auditor identify and resolve potengiedblems on a timely basis.

. Helping the auditor properly organise and manageatidit engagement so that
it is performed in an effective and efficient manne

. Assisting in the selection of engagement team mesnlvgh appropriate levels
of capabilities and competence to respond to guatied risks, and the proper
assignment of work to them.

. Facilitating the direction and supervision of engiagnt team members and the
review of their work.

. Assisting, where applicable, in coordination of Wwadone by auditors of
components and experts.
Effective Date

3. This ISA (N2) is effective for audits of finamtistatements for periods beginning on
or after 1 September 2011.

Objective

4. The objective of the auditor is to plan the &wdi that it will be performed in an
effective manner.

Requirements
Involvement of Key Engagement Team Members

5. The engagement partner and other key membetBeoéngagement team shall be
involved in planning the audit, including planniagd participating in the discussion
among engagement team membg@st: Para. A4)

Preliminary Engagement Activities

6. The auditor shall undertake the following adis at the beginning of the current
audit engagement:



(@)
(b)

(€)
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Performing procedures required by ISA (NZ) 220 arégng the continuance of
the client relationship and the specific audit eyegaent*

Evaluating compliance with relevant ethical regoieats, including
independence, in accordance with ISA (NZ) 326id

Establishing an understanding of the terms of thgagement, as required by
ISA (NZ) 2103 (Ref: Para. A6-A8)

Planning Activities

7. The auditor shall establish an overall audiatetyy that sets the scope, timing and
direction of the audit, and that guides the develept of the audit plan.

8. In establishing the overall audit strategy,dhditor shall:

(@)
(b)

(€)

(d)

(e)

Identify the characteristics of the engagentleait define its scope;

Ascertain the reporting objectives of the eragagnt to plan the timing of the
audit and the nature of the communications required

Considethe factors that, in the auditor’'s professionalgewhent, are significant
in directing the engagement team'’s efforts;

Considethe results of preliminary engagement activitied, avhere applicable,
whether knowledge gained on other engagementsrpatbby the engagement
partner for the entity is relevant; and

Ascertain the nature, timing and extent of ueses necessary to perform the
engagementRef: Para. A8-Al1)

9. The auditor shall develop an audit plan thall shelude a description of:

(@)
(b)

(©

The nature, timing and extent of planned risiseasment procedures, as
determined under ISA (NZ) 315 (Reviséd).

The nature, timing and extent of planned furtlaedit procedures at the
assertion level, as determined under ISA (NZ) 330.

Other planned audit procedures that are redjuinebe carried out so that the
engagement complies with ISAs (N&ef: Para. A12)

10. The auditor shall update and change the ovatalit strategy and the audit plan as
necessary during the course of the aydét: Para. A13)

11. The auditor shall plan the nature, timing artemt of direction and supervision of
engagement team members and the review of thek.\(Raf: Para. A14-A15)

1 ISA(NZ) 220, “Quality Control for an Audit of Famcial Statements,” paragraphs 12-13.
2 ISA(NZ) 220, paragraphs 9-11.

ISA (NZ) 210, “Agreeing the Terms of Audit Engagents,” paragraphs 9-13.

* ISA (N2Z) 315 (Revised), “Identifying and Assesgithe Risks of Material Misstatements through
Understanding the Entity and Its Environment.”

® ISA(NZ) 330, “The Auditor’'s Responses to AssesRésks.”
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Documentation
12. The auditor shall include in the audit docuragan®
(@) The overall audit strategy;
(b) The audit plan; and
(c) Any significant changes made during the auddagement to the overall audit
strategy or the audit plan, and the reasons fdr shangesRef: Para. A17-A20)
Additional Considerations in Initial Audit Engagements
13. The auditor shall undertake the following at®g prior to starting an initial audit:

(@) Performing procedures required by ISA (NZ) 220arding the acceptance of
the client relationship and the specific audit eyeyaent’ and

(b) Communicating with the predecessor auditor, retibere has been a change of
auditors, in compliance with Professional and Eth&tandard & (Ref: Para. A20)

*k%

Application and Other Explanatory Material
The Role and Timing of Planning(Ref: Para. 2)

Al. The nature and extent of planning activitiedl wary according to the size and
complexity of the entity, the key engagement teagmipers’ previous experience
with the entity, and changes in circumstancesdhatir during the audit engagement.

A2. Planning is not a discrete phase of an auditrdither a continual and iterative process
that often begins shortly after (or in connectioithjvthe completion of the previous
audit and continues until the completion of therent audit engagement. Planning,
however, includes consideration of the timing ofrt@i@ activities and audit
procedures that need to be completed prior to #d@opnance of further audit
procedures. For example, planning includes the teednsider, prior to the auditor’s
identification and assessment of the risks of nitarisstatement, such matters as:

. The analytical procedures to be applied as riskssssent procedures.

. Obtaining a general understanding of the legal asglulatory framework
applicable to the entity and how the entity is conmg with that framework.

. The determination of materiality.
. The involvement of experts.
. The performance of other risk assessment procedures

A3. The auditor may decide to discuss elementdasfrpng with the entity's management
or those charged with governance to facilitate dbeduct and management of the
audit engagement (for example, to coordinate sofrtbeoplanned audit procedures
with the work of the entity's personnel). Althoutitese discussions often occur, the

® ISA(NZ) 230, “Audit Documentation,” paragraph4.8, and paragraph A6.
" ISA(NZ) 220, paragraphs 12-13.
8 PES-1 (Revised), “Code of Ethicals-Standard#\fsurance Practitioners”.
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overall audit strategy and the audit plan remamm d@luditor's responsibility. When
discussing matters included in the overall auddtsgy or audit plan, care is required
in order not to compromise the effectiveness ofaihéit. For example, discussing the
nature and timing of detailed audit procedures withnagement or those charged
with governance may compromise the effectivenegbefaudit by making the audit
procedures too predictable.

Involvement of Key Engagement Team MembergRef: Para. 5)

A4,

The involvement of the engagement partner amdoerokey members of the
engagement team in planning the audit draws om éx@erience and insight, thereby
enhancing the effectiveness and efficiency of theming process

Preliminary Engagement Activities(Ref: Para.

AS.

AG.

AT.

Performing the preliminary engagement actigitgpecified in paragraph 6 at the
beginning of the current audit engagement asskgsaiuditor in identifying and
evaluating events or circumstances that may adyesadfect the auditor’'s ability to
plan and perform the audit engagement.

Performing these preliminary engagement adtizienables the auditor to plan an
audit engagement for which, for example:

. The auditor maintains the necessary independendeahitity to perform the
engagement.

. There are no issues with the integrity of managenoerthose charged with
governance that may affect the auditor's willingheto continue the
engagement.

. There is no misunderstanding with the client athéterms of the engagement.

The auditor’s consideration of client continoarand ethical requirements, including
independence, occurs throughout the audit engageaseronditions and changes in
circumstances occur. Performing initial procedunesboth client continuance and
evaluation of ethical requirements (including inelegence) at the beginning of the
current audit engagement means that they are ctedpbeior to the performance of
other significant activities for the current auémgagement. For continuing audit
engagements, such initial procedures often ocaontlghafter (or in connection with)
the completion of the previous audit.

Planning Activities

The Overall Audit Strategy (Ref: Para. 7-8)

A8.

The process of establishing the overall autl#tegy assists the auditor to determine,
subject to the completion of the auditor’s riskesssnent procedures, such matters as:

9

ISA (NZ) 315 (Revised), paragraph 10 establislkeesirements and provides guidance on the engagemen
team's discussion of the susceptibility of thetgrtth material misstatements of the financial stedsts.

ISA (NZ) 240, “The Auditor's Responsibilities Réfag to Fraud in an Audit of Financial Statements,”
paragraph 15 provides guidance on the emphasi® giueng this discussion to the susceptibility loé t
entity's financial statements to material misstateindue to fraud.
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. The resources to deploy for specific audit areash s the use of appropriately
experienced team members for high risk areas omtl@vement of experts on
complex matters;

. The amount of resources to allocate to specifigtardas, such as the number
of team members assigned to observe the inventamtat material locations,
the extent of review of other auditors’ work in tbase of group audits, or the
audit budget in hours to allocate to high risk area

. When these resources are to be deployed, such ethevhat an interim audit
stage or at key cut-off dates; and

. How such resources are managed, directed and ssgérguch as when team
briefing and debriefing meetings are expected tohbkl, how engagement
partner and manager reviews are expected to takoe |ffor example, on-site or
off-site), and whether to complete engagement tyuedintrol reviews.

A9. The Appendix lists examples of considerationsestablishing the overall audit
strategy.

A10. Once the overall audit strategy has been ksitill, an audit plan can be developed to
address the various matters identified in the divatalit strategy, taking into account
the need to achieve the audit objectives throughetfficient use of the auditor’s
resources. The establishment of the overall auditegyy and the detailed audit plan
are not necessarily discrete or sequential prosebse are closely inter-related since
changes in one may result in consequential chaogée other.

Considerations Specific to Smaller Entities

All. In audits of small entities, the entire aud&y be conducted by a very small audit
team. Many audits of small entities involve the agpgment partner (who may be a
sole practitioner) working with one engagement teamamber (or without any
engagement team members). With a smaller team, rdinadion of, and
communication between, team members are easiaablisting the overall audit
strategy for the audit of a small entity need netacomplex or time-consuming
exercise; it varies according to the size of thetyerthe complexity of the audit, and
the size of the engagement team. For example,eé tmemorandum prepared at the
completion of the previous audit, based on a revedwthe working papers and
highlighting issues identified in the audit jushgaleted, updated in the current period
based on discussions with the owner-manager, cae s the documented audit
strategy for the current audit engagement if itets\the matters noted in paragraph 8.

The Audit Plan (Ref: Para. 9)

Al2. The audit plan is more detailed than the dienadit strategy in that it includes the
nature, timing and extent of audit procedures tqpédormed by engagement team
members. Planning for these audit procedures fallees over the course of the audit
as the audit plan for the engagement developseXxample, planning of the auditor's
risk assessment procedures occurs early in thé pratiess. However, planning the
nature, timing and extent of specific further ayditcedures depends on the outcome
of those risk assessment procedures. In additrenatiditor may begin the execution
of further audit procedures for some classes afstaeations, account balances and
disclosures before planning all remaining furthadiaprocedures.
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Changes to Planning Decisions During the Course of the Audit (Ref: Para. 10)

Al13. As a result of unexpected events, changesomditons, or the audit evidence
obtained from the results of audit procedures, ahditor may need to modify the
overall audit strategy and audit plan and therdigyresulting planned nature, timing
and extent of further audit procedures, based emdhised consideration of assessed
risks. This may be the case when information cotoethe auditor’'s attention that
differs significantly from the information availabivhen the auditor planned the audit
procedures. For example, audit evidence obtainedugin the performance of
substantive procedures may contradict the auddeenie obtained through tests of
controls.

Direction, Supervision and Review (Ref: Para. 11)

Al4. The nature, timing and extent of the directaond supervision of engagement team
members and review of their work vary dependingnamy factors, including:

. The size and complexity of the entity.
. The area of the audit.

. The assessed risks of material misstatement (fample, an increase in the
assessed risk of material misstatement for a garea of the audit ordinarily
requires a corresponding increase in the extenttiameliness of direction and
supervision of engagement team members, and a detaded review of their
work).

. The capabilities and competence of the individaaht members performing the
audit work.

ISA (NZ) 220 contains further guidance on the dimet supervision and review of
audit work*®

Considerations Specific to Smaller Entities

A15. If an audit is carried out entirely by the aggment partner, questions of direction
and supervision of engagement team members anelwefitheir work do not arise.
In such cases, the engagement partner, havingnahseonducted all aspects of the
work, will be aware of all material issues. Formiag objective view on the
appropriateness of the judgements made in the eoofsthe audit can present
practical problems when the same individual alsofopms the entire audit. If
particularly complex or unusual issues are invohesttl the audit is performed by a
sole practitioner, it may be desirable to consuithwother suitably-experienced
auditors or the auditor’s professional body.

Documentation(Ref: Para. 12)

Al16. The documentation of the overall audit stratégy a record of the key decisions
considered necessary to properly plan the audit tandommunicate significant
matters to the engagement team. For example, titoamay summarise the overall
audit strategy in the form of a memorandum thataios key decisions regarding the
overall scope, timing and conduct of the audit.

10 1SA (NZ) 220, paragraphs 15-17.

10



Al7.

Al8.

ISA (NZ) 300

The documentation of the audit plan is a rdoofr the planned nature, timing and
extent of risk assessment procedures and furtltét procedures at the assertion level
in response to the assessed risks. It also sesvasecord of the proper planning of
the audit procedures that can be reviewed and apgrprior to their performance.
The auditor may use standard audit programmes dit @ompletion checklists,
tailored as needed to reflect the particular engreyé circumstances.

A record of the significant changes to the oveaatlit strategy and the audit plan, and
resulting changes to the planned nature, timing exiént of audit procedures,

explains why the significant changes were made,thadoverall strategy and audit

plan finally adopted for the audit. It also refedhe appropriate response to the
significant changes occurring during the audit.

Considerations Specific to Smaller Entities

Al19.

As discussed in paragraph All, a suitablegflbmemorandum may serve as the
documented strategy for the audit of a smalleterior the audit plan, standard audit
programmes or checklists (see paragraph A17) drgwon the assumption of few
relevant control activities, as is likely to be ttese in a smaller entity, may be used
provided that they are tailored to the circumstanmfethe engagement, including the
auditor’s risk assessments.

Additional Considerations in Initial Audit Engagements (Ref: Para. 13)

A20.

The purpose and objective of planning the taaick the same whether the audit is an
initial or recurring engagement. However, for attiah audit, the auditor may need to
expand the planning activities because the auditwms not ordinarily have the
previous experience with the entity that is congdewhen planning recurring
engagements. For an initial audit engagement, iaddit matters the auditor may
consider in establishing the overall audit strateggt audit plan include the following:

. Unless prohibited by law or regulation, arrangersett be made with the
predecessor auditor, for example, to review thelgmessor auditor's working
papers.

. Any major issues (including the application of aatting principles or of
auditing and reporting standards) discussed withagament or those charged
with governance in connection with the initial stlen as auditor, the
communication of these matters to those chargell gitvernance and how
these matters affect the overall audit strategyaartit plan.

. The audit procedures necessary to obtain suffiagpropriate audit evidence
regarding opening balancEs.

. Other procedures required by the firm’'s system wdlity control for initial
audit engagements (for example, the firm's systengumlity control may
require the involvement of another partner or semdividual to review the
overall audit strategy prior to commencing sigrafit audit procedures or to
review reports prior to their issuance).

11

ISA (NZ) 510, “Initial Audit Engagements — OpegiBalances.”

11
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Appendix
(Ref: Para. 7-8, and A8-A11)

Considerations in Establishing the Overall Audit Stategy

This appendix provides examples of matters thetauanay consider in establishing the
overall audit strategy. Many of these matters aido influence the auditor’s detailed audit
plan. The examples provided cover a broad rangematters applicable to many
engagements. While some of the matters referrebetow may be required by other
ISAs (NZ), not all matters are relevant to everydiatengagement and the list is not

necessarily complete.

Characteristics of the Engagement

. The financial reporting framework on which the fieéal information to be audited has
been prepared, including any need for reconcilatito another financial reporting

framework.

. Industry-specific reporting requirements such agores mandated by industry

regulators.

. The expected audit coverage, including the numbdrlacations of components to be

included.

. The nature of the control relationships betweenasemt and its components that

determine how the group is to be consolidated.
. The extent to which components are audited by athditors.

. The nature of the business segments to be auditeldding the need for specialised

knowledge.

. The reporting currency to be used, including angdn®r currency translation for the

financial information audited.

. The need for a statutory audit of standalone fir@rstatements in addition to an audit

for consolidation purposes.

j rkWhether the entity has anrmaleaudit function and if so,

whether, in which areas and to what extent, thekvedrthe function can be used for

purposes of the audit.

. The entity’s use of service organisations and hbe @uditor may obtain evidence

concerning the design or operation of controlsqrened by them.

. The expected use of audit evidence obtained iniguevaudits, for example, audit

evidence related to risk assessment proceduretestsdof controls.

. The effect of information technology on the audigedures, including the availability

of data and the expected use of computer-assigthtitachniques.
. The coordination of the expected coverage and gnuh the audit work with any

reviews of interim financial information and thdesft on the audit of the information

obtained during such reviews.
. The availability of client personnel and data.

12
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Reporting Objectives, Timing of the Audit, and Natue of Communications

The entity's timetable for reporting, such as tgrim and final stages.

The organisation of meetings with management aodetltharged with governance to
discuss the nature, timing and extent of the audik.

The discussion with management and those chargéd geivernance regarding the
expected type and timing of reports to be issued atmer communications, both
written and oral, including the auditor's reporgmagement letters and communications
to those charged with governance.

The discussion with management regarding the eggezdmmunications on the status
of audit work throughout the engagement.

Communication with auditors of components regardimg expected types and timing
of reports to be issued and other communicationsomnection with the audit of
components.

The expected nature and timing of communicationsragrengagement team members,
including the nature and timing of team meetingd &ming of the review of work
performed.

Whether there are any other expected communicawthsthird parties, including any
statutory or contractual reporting responsibiligesing from the audit.

Significant Factors, Preliminary Engagement Activiies, and Knowledge Gained on
Other Engagements

The determination of materiality in accordance wi®A (NZ) 320 and where
applicable:

0 The determination of materiality for components aodnmunication thereof to
component auditors in accordance with ISA (NZ) 600.

o  The preliminary identification of significant compents and material classes of
transactions, account balances and disclosures.

Preliminary identification of areas where there mag a higher risk of material
misstatement.

The impact of the assessed risk of material messtant at the overall financial
statement level on direction, supervision and rgvie

The manner in which the auditor emphasises to esrgagt team members the need to
maintain a questioning mind and to exercise profes$ scepticism in gathering and
evaluating audit evidence.

Results of previous audits that involved evaluatthg operating effectiveness of
internal control, including the nature of identtfieleficiencies and action taken to
address them.

1

2

ISA (NZ) 320, “Materiality in Planning and Perfoing an Audit.”

ISA (NZ) 600, “Special Considerations — Audits @foup Financial Statements (Including the Work of
Component Auditors),” paragraphs 21-23 and 40(c).

13
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The discussion of matters that may affect the awdkt firm personnel responsible for
performing other services to the entity.

Evidence of the commitment of management and thbaeged with governance to the
design, implementation and maintenance of souretriat control, including evidence
of appropriate documentation of such internal aantr

Volume of transactions, which may determine whetiieils more efficient for the
auditor to rely on internal control.

Importance attached to internal control throughbatentity to the successful operation
of the business.

Significant business developments affecting théyemicluding changes in information
technology and business processes, changes in keygeament, and acquisitions,
mergers and divestments.

Significant industry developments such as changesdustry regulations and new
reporting requirements.

Significant changes in the financial reporting feamork, such as changes in accounting
standards.

Other significant relevant developments, such asngbés in the legal environment
affecting the entity.

Nature, Timing and Extent of Resources

The selection of the engagement team (includinggrelmecessary, the engagement
guality control reviewer) and the assignment of iawebrk to the team members,
including the assignment of appropriately expemehteam members to areas where
there may be higher risks of material misstatement.

Engagement budgeting, including considering ther@ppate amount of time to set
aside for areas where there may be higher risksadérial misstatement.

14
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ACCOMPANYING ATTACHMENT: SIMILARITY TO THE INTERNAT IONAL
STANDARDS ON AUDITING

This conformity statement accompanies but is nat@aSA (NZ) 300.

Conformity with International Standards on Auditing

This International Standard on Auditing (New Zealp(SA (NZ)) conforms to International
Standard on Auditing (ISA) 30Blanning an Audit of Financial Satements, issued by the
International Auditing and Assurance Standards 8¢9E#XASB), an independent standard-
setting board of the International Federation ofduntants (IFAC).

Paragraphs that have been added to this Auditiamgd@td (and do not appear in the text of
the equivalent ISA) are identified with the prefiXz”.

This ISA (NZ) incorporates terminology and defiaits used in New Zealand. References to
“management” and “those charged with governanceéheeen amended in the ISAs (NZ)
because the statutory responsibility for the prafp@am of the financial statements rests with
those charged with governance.

Compliance with this ISA (NZ) enables compliancémSA 300.

Comparison with Australian Auditing Standards

In Australia the Australian Auditing and AssurarS@andards Board (AUASB) has issued
Australian Auditing Standard ASA 3@anning an Audit of a Financial Report.

ASA 300 conforms to ISA 300.

15



