	THE MINISTRY OF FINANCE
---------
	SOCIALIST REPUBLIC OF VIET NAM
Independence - Freedom - Happiness
----------

	No. 195/2003/QD-BTC
	Hanoi, November 28, 2003


DECISION 
ON THE ISSUANCE AND PUBLICATION OF SIX VIETNAMESE STANDARDS ON AUDITING (BATCH 5)
THE MINISTER OF FINANCE
- Pursuant to Governmental Decree No. 86/2002/ND-CP dated November 5, 1993 on the functions, jurisdictions and organization of ministries and ministry-level agencies;
- Pursuant to Governmental Decree No. 77/2003/ND-CP dated July 1, 2003 on the functions, jurisdictions and organization of the Ministry of Finance;
- Pursuant to Decree 07/CP dated 29 January 1994 of the Government promulgating the Regulation on independent auditing in the National Economy;
- In response to the requirement of reforming economic and financial management, upgrading and controlling the independent audit quality in the national economy and strengthening the reliability of financial information in the national economy; 
Upon the proposal by the Director of the Accounting Policy Department and Chief of the Ministry’s Office,

DECIDES:
Article 1. To promulgate six (06) Vietnamese Standards on Auditing (Batch 5) with the codes and titles as follows:
1. Standard No. 401 - Auditing in a Computer Information System Environment
2. Standard No. 550 - Related Parties
3. Standard No. 570 - Going Concern
4. Standard No. 800 - The Auditor’s Report on Special Purpose Audit Engagements
5. Standard No. 910 - Engagements to Review Financial Statements
6. Standard No. 920 - Engagements to Perform Agreed-Upon Procedures Regarding Financial Information
Article 2. The Vietnamese Standards on Auditing issued in conjunction with this decision shall be applicable to independent audits of financial statements. The independent audit of other financial information and related services rendered by audit firms shall be performed in accordance with the provisions of individual standards.

Article 3. This Decision shall come into effect from 1 January 2004.
Article 4. Auditors and audit firms eligible for practice in Vietnam are required to apply these auditing standards in their operations.

The Director of the Accounting Policy Department, Chief of the Ministry’s and heads of units affiliated to, or controlled by, the Ministry of Finance shall be responsible for guidance, supervision and implementation of this Decision.

	
	FOR MINISTER OF FINANCE
DEPUTY MINISTER
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VIETNAMESE STANDARDS ON AUDITING
----------------------------------------------------------------------------------------------------


STANDARD 570

GOING CONCERN
(Issued in pursuance of the Minister of Finance Decision No. 195/2003/QD-BTC dated 28 November 2003)


GENERAL

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance on the responsibilities of the auditor and the audit firm in the audit of financial statements regarding the appropriateness of the going concern assumption as a basis for the preparation of the financial statements including management’s assessments of going concern of the entity. 

02. When planning and performing audit procedures and in evaluating the results thereof, the auditor and the audit firm should consider the appropriateness of the going concern assumption underlying the preparation of the financial statements.


03. This VAS applies to audits of financial statements and also applies to an audit of other financial information and related services rendered by the audit firm. 


The auditor and the audit firm should comply with this VSA in conducting an audit of financial statements. 

It is expected that the audited (client) entity and users of the audit report should possess essential knowledge as to the objective and general principles set out in this VSA in working with the auditor and the audit firm and in using the audit results properly. 


In this VSA, the following terms have the meaning attributed below: 


04. Going concern: An entity is assumed as a going concern for the foreseeable future, normally not exceeding one year after period end, that is, the entity is assumed to have neither the intention nor the need to liquidate or curtail materially the scale of its operations, or seek protection from creditors in accordance with relevant laws and prevailing regulations.


CONTENTS OF THE VSA

Management’s Responsibility


05. The going concern assumption is the basic principles for preparation and disclosures of financial statements. Accordingly, assets and liabilities are recorded on the basis that the entity will be able to realize its assets and discharge its liabilities in the normal course of business.


06. Vietnamese Accounting Standard (VAS) 01 "Frameworks" requires that management of the audited entity should specifically review and assess the entity’s ability to continue business as a going concern and other accounting standards regulate issues to be considered and disclosed in relation to the entity’s continuance as a going concern.


Accounting Standards “Presentation of Financial Statements” states “When preparing financial statements, management should make an assessment of an enterprise’s ability to continue as a going concern. Financial statements should be prepared on a going concern basis unless management intends to liquidate the enterprise or to cease trading, or has no realistic alternative but to do so. When management is aware, in making its assessment, of material uncertainties related to events or conditions which may cast significant doubt upon the enterprise’s ability to continue as a going concern, those uncertainties should be disclosed. When the financial statements are not prepared on a going concern basis, that fact should be disclosed, together with the basis on which the financial statements are prepared and the reasons why the enterprise is not considered to be a going concern.


In assessing whether the going concern assumption is appropriate, management takes into account all available information for the foreseeable future, which should be at least, but is not limited to, twelve months from the balance sheet date. The degree of consideration depends on the facts in each case. When an enterprise has a history of profitable operations and ready access to financial resources, a conclusion that the going concern basis of accounting is appropriate can be reached without detailed analysis. In other cases, management may need to consider a wide range of factors surrounding current and expected profitability, debt repayment schedules and potential sources of replacement financing before it can satisfy itself that the going concern basis is appropriate.


07. Management’s assessment of the going concern assumption involves making a judgment, at a particular point in time, about the future outcome of events or conditions which are inherently uncertain. The following factors are relevant:


- the degree of uncertainty associated with the outcome of an event or condition increases significantly the further into the future a judgment is being made about the outcome of an event or condition. For that reason, most financial reporting frameworks that require an explicit management assessment specify the period for which management is required to take into account all available information.


- Any judgment about the future is based on information available at the time at which the judgment is made. Subsequent events can contradict a judgment which was reasonable at the time it was made.


- The size and complexity of the entity, the nature and condition of its business and the degree to which it is affected by external factors all affect the judgment regarding the outcome of events or conditions.


08. Examples of events or conditions, which individually or collectively may cast significant doubt about the going concern assumption are set out below. 


Financial indications 


( Net liability or net current liability position;


( Fixed-term borrowings approaching maturity without realistic prospects of renewal or repayment; or excessive reliance on short-term borrowings to finance long-term asset;


( Indications of withdrawal of financial support by debtors and other creditors;


( Negative operating cash flows indicated by historical or prospective financial statements.


( Adverse key financial ratios;


( Substantial operating losses or significant deterioration in the value of assets used to generate cash flows;


( Arrears or discontinuance of dividends;


( Inability to pay creditors on due dates;


( Inability to comply with the terms of loan agreements;


( Change from credit to cash-on-delivery transactions with suppliers; and, 


( Inability to obtain financing for essential new product development or other essential investments


Operating indications

( Loss of key management without replacement;


( Loss of a major market, franchise, license, or principal supplier; and,


( Labor difficulties or shortages of important supplies.


Other indications

( Non-compliance with capital or other statutory requirements;


( Pending legal or regulatory proceedings against the entity that may, if successful, result in claims that are unlikely to be satisfied;


( Changes in legislation or government policy expected to adversely affect the entity; and,


( Other indications.


The significance of such events or conditions often can be mitigated by other factors. For example, the effect of an entity being unable to make its normal debt repayments may be counter-balanced by management's plans to maintain adequate cash flows by alternative means, such as by disposal of assets, rescheduling of loan repayments, or obtaining additional capital. Similarly, the loss of a principal supplier may be mitigated by the availability of a suitable alternative source of supply.


Responsibility of the Auditor and the Audit Firm 


09. The auditor and audit firm’s responsibility is to consider the appropriateness of management’s use of the going concern assumption in the preparation of the financial statements, and consider whether there are material uncertainties about the entity’s ability to continue as a going concern that need to be disclosed in the financial statements. 


10. The auditor and the audit firm cannot predict future events or conditions that may cause an entity to cease to continue as a going concern. Accordingly, the absence of any reference to going concern uncertainty in an auditor’s report cannot be viewed as a guarantee as to the entity’s ability to continue as a going concern.


Planning Considerations


11. In planning the audit, the auditor and the audit firm should consider whether there are events or conditions which may cast significant doubt on the entity’s ability to continue as a going concern.


12. The auditor and the audit firm should remain alert for evidence of events or conditions which may cast significant doubt on the entity’s ability to continue as a going concern throughout the audit. If such events or conditions are identified, the auditor should, in addition to performing the procedures in paragraph 26, consider whether they affect the auditor and audit firm’s assessments of the components of audit risk.


13. The auditor and the audit firm consider events and conditions relating to the going concern assumption during the planning process, because this consideration allows for more timely discussions with management, review of management’s plans and resolution of any identified going concern issues.


14. In some cases, management may have already made a preliminary assessment at the early stages of the audit. If so, the auditor and the audit firm review that assessment to determine whether management has identified events or conditions, such as those discussed in paragraph 8, and management’s plans to address them.


15. If management has not yet made a preliminary assessment, the auditor discusses with management the basis for their intended use of the going concern assumption, and inquires of management whether events or conditions, such as those discussed in paragraph 8, exist. The auditor may request management to begin making its assessment, particularly when the auditor has already identified events or conditions relating to the going concern assumption.


16. The auditor and the audit firm consider the effect of identified events or conditions when making preliminary assessments of the components of audit risk and, therefore, their existence may affect the nature, timing and extent of the audit procedures.


Evaluating Management’s Assessment


17. The auditor and the audit firm should evaluate management’s assessment of the entity’s ability to continue as a going concern.


18. The auditor and the audit firm should consider the same period as that used by management in making its assessment under the financial reporting framework. If management’s assessment of the entity’s ability to continue as a going concern covers less than twelve months from the balance sheet date, the auditor should ask management to extend its assessment period to twelve months from the balance sheet date.


19. Management’s assessment of the entity’s ability to continue as a going concern is a key part of the auditor’s consideration of the going concern assumption. The period for which management is required to take into account all available information should be at least, but is not limited to, twelve months from the balance sheet date.


20. In evaluating management’s assessment, the auditor and the audit firm consider the process management followed to make its assessment, the assumptions on which the assessment is based and management’s plans for future action. The auditor and the audit firm consider whether the assessment has taken into account all relevant information of which the auditor and the audit firm are aware as a result of the audit procedures.


21. As noted in paragraph 06, when there is a history of profitable operations and a ready access to financial resources, management may make its assessment without detailed analysis. In such circumstances, the auditor and audit firm’s conclusion about the appropriateness of this assessment normally is also made without the need for performing detailed procedures. When events or conditions have been identified which may cast significant doubt about the entity’s ability to continue as a going concern, however, the auditor performs additional audit procedures, as described in paragraph 26.


Period Beyond Management’s Assessment


22. The auditor and the audit firm should inquire of management as to its knowledge of events or conditions beyond the period of assessment used by management that may cast significant doubt on the entity’s ability to continue as a going concern.


23. The auditor and the audit firm are alert to the possibility that there may be known events, scheduled or otherwise, or conditions that will occur beyond the period of assessment used by management that may bring into question the appropriateness of management’s use of the going concern assumption in preparing the financial statements. The auditor and the audit firm may become aware of such known events or conditions during the planning and conduct of the audit, including subsequent events procedures.


24. Since the degree of uncertainty associated with the outcome of an event or condition increases as the event or condition is further into the future, in considering such events or conditions, the indications of going concern issues will need to be significant before the auditor and the audit firm consider taking further action. The auditor may need to ask management to determine the potential significance of the event or condition on their going concern assessment.


25. The auditor and the audit firm do not have a responsibility to design procedures other than inquiry of management to test for indications of events or conditions which cast significant doubt on the entity’s ability to continue as a going concern beyond the period assessed by management which, as discussed in paragraph 18, would be at least twelve months from the balance sheet date.


Additional Audit Procedures When Events or Conditions are Identified


26. When events or conditions have been identified which may cast significant doubt on the entity’s ability to continue as a going concern, the auditor and the audit firm should:


a) Review management’s plans for future actions based on its going concern assessment;


b) Gather sufficient appropriate audit evidence to confirm or dispel whether or not a material uncertainty exists through carrying out procedures considered necessary, including considering the effect of any plans of management and other mitigating factors; and


c) Seek written representations from management regarding its plans for future action.


27. Events or conditions which may cast significant doubt on the entity’s ability to continue as a going concern may be identified during the planning of the engagement or in the course of performing audit procedures. The process of considering events or conditions continues as the audit progresses. When the auditor believes such events or conditions may cast significant doubt on the entity’s ability to continue as a going concern, certain procedures may take on added significance. The auditor and the audit firm inquire of management as to its plans for future action, including its plans to liquidate assets, borrow money or restructure debt, reduce or delay expenditures, or increase capital. The auditor and the audit firm also consider whether any additional facts or information are available since the date on which management made its assessment. The auditor obtains sufficient appropriate audit evidence that management’s plans are feasible and that the outcome of these plans will improve the situation.


28. Procedures that are relevant in this regard may include:


( Analyzing and discussing cash flow, profit and other relevant forecasts with management.


( Analyzing and discussing the entity's latest available interim financial statements.


( Reviewing the terms of debentures and loan agreements and determining whether any have been breached.


( Reading minutes of the meetings of shareholders, Board of Management and Directors and important committees for reference to financing difficulties.


( Inquiring of the entity's lawyer regarding the existence of litigation and claims and the reasonableness of management’s assessments of their outcome and the estimate of their financial implications.


( Confirming the existence, legality and enforceability of arrangements to provide or maintain financial support with related and third parties and assessing the financial ability of such parties to provide additional funds.


( Considering the entity's plans to deal with unfilled customer orders.


( Reviewing events after period end to identify those that either mitigate or otherwise affect the entity's ability to continue as a going concern.


29. When analysis of cash flow is a significant factor in considering the future outcome of events or conditions the auditor considers:


( The reliability of the entity's system for generating such infor- mation, and;


( Whether there is adequate support for the assumptions underlying the forecast.


In addition the auditor and the audit firm compare:


( The prospective financial information for recent prior periods with historical results, and


( The prospective financial information for the current period with results achieved to.


Audit Conclusions and Reporting


30. Based on the audit evidence obtained, the auditor and the audit firm should determine if, in the auditor’s judgment, a material uncertainty exists related to events or conditions that alone or in aggregate, may cast significant doubt on the entity’s ability to continue as a going concern.


31. A material uncertainty exists when the magnitude of its potential impact is such that, in the auditor and audit firm’s judgment, clear disclosure of the nature and implications of the uncertainty is necessary for the presentation of the financial statements not to be misleading.


Going Concern Assumption Appropriate but a Material Uncer- tainty Exists


32. If the use of the going concern assumption is appropriate but a material uncertainty exists, the auditor considers whether the financial statements:


a) Adequately describe the principal events or conditions that give rise to the significant doubt on the entity's ability to continue in operation and management’s plans to deal with these events or conditions.


b) State clearly that there is a material uncertainty related to events or conditions which may cast significant doubt on the entity’s ability to continue as a going concern and, therefore, that it may be unable to realize its assets and discharge its liabilities in the normal course of business.


33. If adequate disclosure is made in the financial statements, the auditor and the audit firm should express an unqualified opinion but modify the auditor's report by adding an emphasis of matter paragraph that highlights the existence of a material uncertainty relating to the event or condition that may cast significant doubt on the entity’s ability to continue as a going concern and draws attention to the note in the financial statements that discloses the matters set out in paragraph 32. 


34. In assessing the adequacy of the financial statement disclosure, the auditor considers whether the information explicitly draws the reader’s attention to the possibility that the entity may be unable to continue realizing its assets and discharging its liabilities in the normal course of business. The following is an example of such a paragraph when the auditor is satisfied as to the adequacy of the note disclosure:


“Without qualifying our opinion, we draw attention to Note X in the financial statements which indicates that the Company incurred a net loss of ZZZ during the year ended December 31, 20X0 and, as of that date, the Company’s current liabilities exceeded its total assets by ZZZ. These conditions, along with other matters as set forth in Note X, indicate the existence of a material uncertainty which may cast significant doubt about the Company’s ability to continue as a going concern”.


In extreme cases, such as situations involving multiple material uncertainties that are significant to the financial statements, the auditor and the audit firm may consider it appropriate to express a disclaimer of opinion instead of adding an emphasis of matter paragraph.


35. If adequate disclosure is not made in the financial statements, the auditor and the audit firm should express a qualified or adverse opinion, as appropriate, following VSA 700 “The Auditor’s Report on Financial Statements”. The report should include specific reference to the fact that there is a material uncertainty that may cast significant doubt about the entity’s ability to continue as a going concern. The following is an example of the relevant paragraphs when a qualified opinion is to be expressed:


“The Company’s financing arrangements expire and amounts outstanding are payable on March 19, 20X1. The Company has been unable to re-negotiate or obtain replacement financing. This situation indicates the existence of a material uncertainty which may cast significant doubt on the Company’s ability to continue as a going concern and therefore it may be unable to realize its assets and discharge its liabilities in the normal course of business. The financial statements (and notes thereto) do not disclose this fact.


In our opinion, except for the omission of the information included in the preceding paragraph, the financial statements give a true and fair view of (present fairly, in all material respects,) the financial position of the Company at December 31, 20X0 and the results of its operations and its cash flows for the year then ended in accordance with…”.


The following is an example of the relevant paragraphs when an adverse opinion is to be expressed:


“The Company’s financing arrangements expired and the amount outstanding was payable on December 31, 20X0. The Company has been unable to re-negotiate or obtain replacement financing and is considering filing for bankruptcy. These events indicate a material uncertainty which may cast significant doubt on the Company’s ability to continue as a going concern and therefore it may be unable to realize its assets and discharge its liabilities in the normal course of business. The financial statements (and notes thereto) do not disclose this fact.


In our opinion, because of the omission of the information mentioned in the preceding paragraph, the financial statements do not give a true and fair view of (or do not present fairly) the financial position of the Company as at December 31, 20X0, and of its results of operations and its cash flows for the year then ended in accordance with… (and do not comply with…)…”


Going Concern Assumption Inappropriate


36. If, in the judgment of the auditor and the audit firm, the entity will not be able to continue as a going concern, the auditor and the audit firm should express an adverse opinion if the financial statements have been prepared on a going concern basis. If, on the basis of the additional procedures carried out and the information obtained, including the effect of management’s plans, the auditor's judgment is that the entity will not be able to continue as a going concern, the auditor concludes, regardless of whether or not disclosure has been made, that the going concern assumption used in the preparation of the financial statements is inappropriate and expresses an adverse opinion.


37. When the entity’s management has concluded that the going concern assumption used in the preparation of the financial statements is not appropriate, the financial statements need to be prepared on an alternative authoritative basis. If on the basis of the additional procedures carried out and the information obtained the auditor and the audit firm determine the alternative basis is appropriate, the auditor and the audit firm can issue an unqualified opinion if there is adequate disclosure but may require an emphasis of matter in the auditor’s report to draw the user’s attention to that basis.


Management Unwilling to Make or Extend its Assessment


38. If management is unwilling to make or extend its assessment when requested to do so by the auditor and the audit firm, the auditor and the audit firm should consider the need to modify the auditor’s report as a result of the limitation on the scope of the auditor’s work. In certain circumstances, such as those described in paragraphs 15, 18 and 24, the auditor and the audit firm may believe that it is necessary to ask management to make or extend its assessment. If management is unwilling to do so, it is not the auditor and audit firm’s responsibility to rectify the lack of analysis by management, and a modified report may be appropriate because it may not be possible for the auditor and the audit firm to obtain sufficient appropriate evidence regarding the use of the going concern assumption in the preparation of the financial statements.


39. In some circumstances, the lack of analysis by management may not preclude the auditor and the audit firm from being satisfied about the entity’s ability to continue as a going concern. For example, the auditor’s other procedures may be sufficient to assess the appropriateness of management’s use of the going concern assumption in the preparation of the financial statements because the entity has a history of profitable operations and a ready access to financial resources. In other circumstances, however, the auditor and the audit firm may not be able to confirm or dispel, in the absence of management’s assessment, whether or not events or conditions exist which indicate there may be a significant doubt on the entity’s ability to continue as a going concern, or the existence of plans management has put in place to address them or other mitigating factors. In these circumstances, the auditor and the audit firm modify the auditor’s report as discussed in VSA 700 “The Auditor’s Report on Financial Statements”.


Significant Delay in the Signature or Approval of Financial Statements


40. When there is significant delay in the signature or approval of the financial statements by management after the balance sheet date, the auditor and the audit firm consider the reasons for the delay. When the delay could be related to events or conditions relating to the going concern assessment, the auditor and the audit firm consider the need to perform additional audit procedures, as described in paragraph 26, as well as the effect on the auditor and audit firm’s conclusion regarding the existence of a material uncertainty, as described in paragraph 30.


*


* *
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VIETNAMESE STANDARDS ON AUDITING
----------------------------------------------------------------------------------------------------


STANDARD 800

THE AUDITOR’S REPORT ON SPECIAL PURPOSE AUDIT ENGAGEMENTS
(Issued in pursuance of the Minister of Finance Decision No. 195/2003/QD-BTC dated 28 November 2003)


GENERAL

01. The purpose of this Vietnamese Standards on Auditing (VSA) is to establish standards and provide guidance in connection with special purpose audit engagements including:


a) Financial statements prepared in accordance with a comprehensive basis of accounting other than Vietnamese Accounting Standards or other accounting standards accepted in Vietnam;


b) Specified accounts, elements of accounts, or items in a financial statement (hereafter referred to as reports on a component of financial statements);


c) Compliance with contractual agreements; and


d) Summarized financial statements.


02. The auditor should review and assess the conclusions drawn from the audit evidence obtained during the special purpose audit engagement as the basis for an expression of opinion. The report should contain a clear written expression of opinion.


03. This VAS applies to audits of special purpose audit engagements rather than review of financial statements and examination of financial information on an agreed procedure basis or combination of financial information.

The auditor and the audit firm should comply with this VSA in conducting an audit and preparing auditor’s reports on a special purpose audit engagements.


CONTENTS OF THE VSA

General Considerations


04. The nature, timing and extent of work to be performed in a special purpose audit engagement will vary with the circumstances. Before undertaking a special purpose audit engagement, the auditor should ensure there is agreement with the client as to the exact nature of the engagement and the form and content of the report to be issued.


05. In planning the audit work, the auditor will need a clear understanding of the purpose of using the information under audit, and who is likely to use it. To avoid the possibility of the auditor’s report being used for purposes for which it was not intended, the auditor may wish to indicate in the report any restrictions on its distribution and use.


06. The auditor’s report on a special purpose audit engagement, except for a report on summarized financial statements, should include the following basic elements, ordinarily in the following layout:

a) Name and address of the audit firm;


b) Report number;


c) Report title;


d) Addressee;


e) Opening or introductory paragraph:


- Identification of the financial information audited; and


- A statement of the responsibility of the entity’s director (or leader) and the responsibility of the auditor and the audit firm;


f) Ascope paragraph:

- The reference to the VSAs applicable to special purpose audit engagements; and


- A description of the work the auditor performed;


d) Opinion paragraph containing an expression of opinion by the auditor and the audit firm on the financial information;

h) Issue place and date of the report;


i) Signature and seal.


A measure of uniformity in the form and content of the auditor’s report is desirable because it helps to promote the reader’s understanding.


07. In the case of financial information to be supplied by an entity to government authorities, relevant organizations and individuals, insurers and other third party entities there may be a prescribed format for the auditor’s report. Such prescribed reports may not conform to the requirements of this VSA. For example, the prescribed report may require a certification of fact when an expression of opinion is appropriate, may require an opinion on matters outside the scope of the audit or may omit essential wording. In such circumstances, the auditor should consider the substance and wording of the prescribed report and, when necessary, should make appropriate changes to conform to the requirements of this VSA, either by rewording the form or by attaching a separate report.


08. When the information on which the auditor has been requested to report is based on the provisions of an agreement, the auditor needs to consider whether any significant interpretations of the agreement have been made by management in preparing the information. An interpretation is significant when adoption of another reasonable interpretation would have produced a material difference in the financial information.


09. The auditor should consider whether any significant interpretations of an agreement on which the financial information is based are clearly disclosed in the financial information. The auditor may wish to make reference in the auditor’s report on the special purpose audit engagement to the note within the financial information that describes such interpretations.


Reports on Financial Statements Prepared in Accordance with a Comprehensive Basis of Accounting other than Vietnamese Accounting Standards or other standards accepted in Vietnam.


10. A comprehensive basis of accounting comprises a set of criteria used in preparing financial statements which applies to all material items and which has substantial support.  Financial statements may be prepared for a special purpose in accordance with a comprehensive basis of accounting other than Vietnamese Accounting Standards or relevant standards accepted in Vietnam (referred to herein as an “other comprehensive basis of accounting”). A conglomeration of accounting conventions devised to suit individual preference is not a comprehensive basis of accounting. Other comprehensive financial reporting frameworks may include:


( That used by an entity to prepare its income tax return;


( The cash receipts and disbursements basis of accounting; and,


( The financial reporting provisions of a government regulatory agency.


11. The auditor’s report on financial statements prepared in accordance with another comprehensive basis of accounting should include a statement that indicates the basis of accounting used or should refer to the note to the financial statements giving that information. The opinion should state whether the financial statements are prepared, in all material respects, in accordance with the identified basis of accounting.  The terms used to express the auditor’s opinion should be either “give a true and fair view” or “present fairly, in all material respects,”. Appendix 01 to this VSA gives examples of auditor’s reports on financial statements prepared in accordance with another comprehensive basis of accounting.


12. The auditor would consider whether the title of, or a note to, the financial statements makes it clear to the reader that such statements are not prepared in accordance with Vietnamese Accounting Standards or International Accounting Standards accepted in Vietnam. For example, a tax basis financial statement might be entitled “Statement of Income and Expenses-Income Tax Basis.” If the financial statements prepared on another compre- hensive basis are not suitably titled or the basis of accounting is not adequately disclosed, the auditor should not issue an unqualified report.


Reports on a Component of Financial Statements


13. The auditor may be requested to express an opinion on one or more components of financial statements, for example, accounts receivable, inventory, or a provision. This type of engagement may be undertaken as a separate engagement or in conjunction with an audit of the entity’s financial statements. However, this type of engagement does not result in a report on the financial statements taken as a whole and, accordingly, the auditor would express an opinion only as to whether the component audited is prepared, in all material respects, in accordance with the identified basis of accounting.


14. Many financial statement items are interrelated, for example, sales and receivables, and inventory and payables. Accordingly, when reporting on a component of financial statements, the auditor will need to examine certain other financial information. In deter- mining the scope of the engagement, the auditor should consider those financial statement items that are interrelated and which could materially affect the information on which the audit opinion is to be expressed.


15. The auditor should consider the concept of materiality in relation to the component of financial statements being reported upon. For example, a particular account balance provides a smaller base against which to measure materiality compared with the financial statements taken as a whole. Consequently, the auditor’s examination will ordinarily be more extensive than if the same component were to be audited in connection with a report on the entire financial statements.


16. The auditor would advise the client that the auditor’s report on a component of financial statements is not to accompany the financial statements of the entity.


17. The auditor’s report on a component of financial statements should include a statement that indicates the basis of accounting in accordance with which the component is presented.  The opinion should state whether the component is prepared, in all material respects, in accordance with the identified basis of accounting.  Appendix 02 to this VSA gives examples of 2 types of audit reports on components of financial statements.


18. When an adverse opinion or disclaimer of opinion on the entire financial statements has been expressed, the auditor should report on components of the financial statements only if those components are not so extensive as to constitute a major portion of the financial statements. To do otherwise may overshadow the report on the entire financial statements.


Reports on Compliance with Contractual Agreements


19. The auditor may be requested to report on an entity’s compliance with certain aspects of contractual agreements (non-audit agreements), such as bond indentures or loan agreements.  Such agreements ordinarily require the entity to comply with a variety of covenants involving such matters as payments of interest, restriction of dividend payments and the use of the proceeds of sales of property.


20. Engagements to express an opinion as to an entity’s compliance with contractual agreements should be undertaken only when the overall aspects of compliance relate to accounting and financial matters within the scope of the auditor’s professional competence. However, when there are particular matters forming part of the engagement that are outside the auditor’s expertise, the auditor would consider using the work of an expert.

21. The report should state whether, in the auditor’s opinion, the entity has complied with the particular provisions of the agreement.  Appendix 03 to this VSA gives examples of 2 types of auditor’s reports on compliance given in a separate report and in a report accompanying financial statements.


Reports on Summarized Financial Statements


22. An entity may prepare financial statements summarizing its annual audited financial statements for the purpose of informing user groups interested in the highlights only of the entity’s financial position and the results of its operations. Unless the auditor has expressed an audit opinion on the financial statements from which the summarized financial statements were derived, the auditor should not report on summarized financial statements.

23. Summarized financial statements are presented in considerably less detail than annual audited financial statements. Therefore, such financial statements need to clearly indicate the summarized nature of the information and caution the reader that, for a better understanding of an entity’s financial position and the results of its operations, summarized financial statements are to be read in conjunction with the entity’s most recent audited financial statements.


24. Summarized financial statements need to be appropriately titled to identify the audited financial statements from which they have been derived, for example, “Summarized Financial Information Prepared from the Audited Financial Statements for the Year Ended December 31, X.”


25. Summarized financial statements do not contain all the information required by the financial reporting framework used for the annual audited financial statements. Consequently, wording such as “true and fair” or “present fairly, in all material respects,” is not used by the auditor when expressing an opinion on summarized financial statements.


26. The auditor’s report on summarized financial statements should include the following basic elements ordinarily in the following layout:


a) Name and address of the audit firm;

b) Report number;


c) Report title;


d) Addressee;

e) An identification of the audited financial statements from which the summarized financial statements were derived;


f) A reference to the date of the audit report on the unabridged financial statements and the type of opinion given in that report;


g) An opinion as to whether the information in the summarized financial statements is consistent with the audited financial statements from which it was derived. When the auditor has issued a modified opinion on the unabridged financial statements yet is satisfied with the presentation of the summarized financial statements, the audit report should state that the summarized financial statements were derived from financial statements on which a modified audit report was issued;


h) A statement, or reference to the note within the summarized financial statements, which indicates that for a better understanding of an entity’s financial performance and position and of the scope of the audit performed, the summarized financial statements should be read in conjunction with the unabridged financial statements and the audit report thereon;


i). Issue place and date of the report; 

j) Signature and seal.


Appendix 04 to this VSA gives examples of 2 types of auditor’s reports on summarized financial statements.

APPENDIX 1 

EXAMPLES OF REPORTS ON FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH A COMPREHENSIVE BASIS OF ACCOUNTING OTHER THAN VIETNAMESE ACCOUNTING STANDARDS

		XYZ AUDIT FIRM
Address, tel. and fax no. ...
No. ...

		Form 01





AUDITOR’S  REPORT ON
A STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
FOR THE YEAR ENDED... OF ABC COMPANY

To: The Board of Management and Directors of ABC Company


We (*) have audited the accompanying statement of ABC Company’s cash receipts and disbursements for the year ended December 31, X prepared on 9date) on pages... to... This statement is the responsibility of ABC Company’s management. Our responsibility is to express an opinion on the accompanying statement based on our audit.


Basis of Opinion


We conducted our audit in accordance with Vietnamese Standards on Auditing. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes assessing the current (or accepted) accounting standards and regulations; accounting principles and methods used and significant estimates and judgments made by management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.


The Company’s policy is to prepare the accompanying statement on the cash receipts and disbursements basis. On this basis, revenue is recognized when received rather than when earned, and expenses are recognized when paid rather than when incurred.


Opinion


In our opinion, the accompanying statement gives a true and fair view of (or ‘presents fairly, in all material respects,’) the revenue collected and expenses paid by the Company during the year ended December 31, X in accordance with the cash receipts and disbursements basis as described in Note X.

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

		XYZ AUDIT FIRM 
Address, tel. and fax no. ...
No. ...

		Form 02





AUDITOR’S  REPORT ON
FINANCIAL STATEMENTS PREPARED ON INCOME TAX BASIS
OF ABC COMPANY FOR THE YEAR ENDED…

To: The Board of Management and Directors of ABC Company


We (*) have audited the accompanying income tax basis financial statements of ABC Company for the year ended December 31, X prepared on (date) on pages... to... These statements are the responsibility of ABC Company’s management. Our responsibility is to express an opinion on the financial statements based on our audit.


Basis of Opinion

We conducted our audit in accordance with Vietnamese Standards on Auditing. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes assessing the current (or accepted) accounting standards and regulations; accounting principles and methods used and significant estimates and judgments made by management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.


Opinion


In our opinion, the financial statements give a true and fair view of (or ‘present fairly, in all material respects,’) the financial position of the Company as of December 31, X and its income and expenses for the year then ended, in accordance with the basis of accounting used for income tax purposes as described in Note X.

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

APPENDIX 2

EXAMPLES OF REPORTS ON COMPONENTS OF FINANCIAL STATEMENTS

		XYZ AUDIT FIRM
Address, tel. and fax no. ...
No. ...

		Form 01





AUDITOR’S  REPORT ON
SCHEDULE OF ACCOUNTS RECEIVABLE OF ABC COMPANY
FOR THE YEAR ENDED...

To: The Board of Management and Directors of ABC Company


We (*) have audited the accompanying schedule of accounts receivable of ABC Company for the year ended December 31, X prepared on (date) on pages … to ... This schedule is the responsibility of ABC Company’s management. Our responsibility is to express an opinion on the schedule based on our audit.


Basis of Opinion


We conducted our audit in accordance with Vietnamese Standards on Auditing. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes assessing the current (or accepted) accounting standards and regulations; accounting principles and methods used and significant estimates and judgments made by management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.


(Where the financial statements of the Company for the same year have been audited, the auditor should state that fact as expressing an opinion thereon and where they have not, that fact shouls also be disclosed).


Opinion

In our opinion, the schedule of accounts receivable gives a true and fair view of (or ‘presents fairly, in all material respects,’) the accounts receivable of the Company as of December 31, X in accordance with the current Vietnamese Accounting Standards and Regulations and other relevant legislation. 


(This report is not attached to the financial statements).

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

		XYZ AUDIT FIRM 
Address, tel. and fax no. ...
No. ...

		Form 02





AUDITOR’S  REPORT ON
SCHEDULE OF PROFIT PARTICIPATION OF ABC COMPANY
FOR THE YEAR ENDED...

To: The Board of Management and Directors of ABC Company


We (*) have audited the accompanying schedule of DEF’s profit participation for the year ended December 31, X prepared on (date) on pages ... to ... This schedule is the responsibility of ABC Company’s management. Our responsibility is to express an opinion on the schedule based on our audit.


Basis of Opinion


We conducted our audit in accordance with Vietnamese Standards on Auditing. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statement. An audit also includes assessing the current (or accepted) accounting standards and regulations; accounting principles and methods used and significant estimates and judgments made by management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.


(Where the financial statements of the Company for the same year have been audited, the auditor should state that fact as expressing an opinion thereon and where they have not, that fact shouls also be disclosed).


Opinion


In our opinion, the schedule of profit participation gives a true and fair view of (or ‘presents fairly, in all material respects,’) DEF’s participation in the profits of the Company for the year ended December 31, X in accordance with Vietnamese Accounting Regulations, relevant legislation and the provisions of the employment agreement between DEF and the Company dated....

(This report is not attached to the financial statements.)

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

APPENDIX 3 

EXAMPLES OF REPORTS ON COMPLIANCE WITH PROVISIONS OF  INDENTURE

		XYZ AUDIT FIRM 
Address, tel. and fax no. ...
No. ...

		Form 01: Separate report





AUDITOR’S  REPORT ON
REPORTS ON COMPLIANCE WITH LOAN AGREEMENTS BY ABC COMPANY

To: The Board of Management and Directors of ABC Company


We (*) have audited ABC Company’s compliance with the interest payment provisions set out in sections X to XX of Loan Agreement dated May 15, 19X1 with DEF Bank. 


Basis of Opinion


We conducted our audit in accordance with Vietnamese Standards on Auditing applicable to compliance auditing of contractual agreements. Those Standards require that we plan and perform the audit to obtain reasonable assurance about whether ABC Company has complied with the relevant sections of the Loan Agreement. An audit includes examining appropriate evidence, on a test basis, as to payment of loan interest disclosed in the financial statements and such other testing procedures considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.


Opinion


In our opinion as of December 31, 20X1, the Company was, in all material respects, in compliance with the interest payment provisions of the Indenture dated May 15, 19X1 with DEF Bank. 


(This report is not attached to the financial statements).

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

		XYZ AUDIT FIRM 
Address, tel. and fax no. ...
No. ...

		Form 02: Report Accompanying 
Financial Statements





AUDITOR’S  REPORT ON
REPORTS ON COMPLIANCE WITH LOAN AGREEMENTS BY ABC COMPANY

To: The Board of Management and Directors of ABC Company


We (*) have audited the accompanying balance sheet of ABC Company as of December 31, 20X1, and the related statements of income, and cash flows for the year then ended (on pages... to...) prepared on (date).  These financial statements are the responsibility of the Company’s management.  Our responsibility is to express an opinion on these financial statements based on our audit. We have also audited ABC Company’s compliance with the provisions set out in sections X to XX of Loan agreement dated May 15, 19X1 with DEF Bank. 


Basis of Opinion


We conducted our audits in accordance with Vietnamese Standards on Auditing applicable to the audit of financial statements and to compliance auditing. Those Standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and about whether ABC Company has complied with the relevant sections of the Indenture. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.


Opinion


In our opinion:


(a) The accompanying financial statements give a true and fair view of (or ‘present fairly, in all material respects,’) the financial position of the Company as of December 31, 20X1, and of the results of its operations and its cash flows for the year then ended in accordance with ...  (and comply with ...); and


(b) The Company was, in all material respects, in compliance with the interest payment provisions of Loan Agreement dated May 15, 19X1 with DEF Bank.

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

APPENDIX 4

EXAMPLES OF REPORTS ON SUMMARIZED FINANCIAL STATEMENTS

		XYZ AUDIT FIRM 
Address, tel. and fax no. ...
No. ...

		Form 01: When an Unqualified Opinion
 Was Expressed on the Annual
 Audited Financial Statements





AUDITOR’S REPORTS ON
 SUMMARIZED FINANCIAL STATEMENTS OF ABC COMPANY

To: The Board of Management and Directors of ABC Company


We (*) have audited the financial statements of ABC Company for the year ended December 31, 20X1 prepared on (date) in accordance with Vietnamese Standards on Auditing, from which the summarized financial statements on pages... to... were derived.  In our audit report dated March 10, 20X0 we expressed an unqualified opinion on the financial statements from which the summarized financial statements were derived.


Opinion


In our opinion, the accompanying summarized financial statements are consistent, in all material respects, with the financial statements from which they were derived.


For a better understanding of the Company’s financial position and the results of its operations for the period and of the scope of our audit, the summarized financial statements should be read in conjunction with the financial statements from which the summarized financial statements were derived and our audit report thereon.


(This report is attached to the audited summarized financial statements).

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

		XYZ AUDIT FIRM 
Address, tel. and fax no. ...
No. ...

		Form 02: When a Qualified Opinion 
Was Expressed on the Annual
 Audited Financial Statements





AUDITOR’S REPORTS ON
 SUMMARIZED FINANCIAL STATEMENTS

To: The Board of Management and Directors of ABC Company


We have audited the financial statements of ABC Company for the year ended December 31, 20X1 prepared on (date) in accordance with Vietnamese Standards on Auditing, from which the summarized financial statements on page… to… were derived. In our audit report dated March 10, 20X2 we expressed an opinion that the financial statements from which the summarized financial statements were derived gave a true and fair view of (or ‘presented fairly, in all material respects,’) except that inventory had been overstated.


Basis of Opinion


In our opinion, the accompanying summarized financial statements are consistent, in all material respects, with the financial statements from which they were derived and on which we expressed a qualified opinion.


For a better understanding of the Company’s financial position and the results of its operations for the period and of the scope of our audit, the summarized financial statements should be read in conjunction with the financial statements from which the summarized financial statements were derived and our audit report thereon.


(This report is attached to the audited summarized financial statements).

		XYZ AUDIT FIRM
Director
(Full name, signature, seal)
CPA Certificate No. ...

		..., day... month ...year ...
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm
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VIETNAMESE STANDARDS ON AUDITING
--------------------------------------------------------------------------------------------------------


STANDARD 910

ENGAGEMENTS TO REVIEW FINANCIAL STATEMENTS
(Issued in pursuance of the Minister of Finance Decision No. 195/2003/QD-BTC dated 28 November 2003)

GENERAL

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance on the professional responsibilities of the auditor and the audit firm when an engagement to review financial statements is undertaken and on the form and content of the report that the auditor issues in connection with such a review.


02. This VSA is directed towards the review of financial statements.  However, it is to be applied to the extent practicable to engagements to review financial or other information.


The auditor and the audit firm should comply with this VSA in conducting engagements to review financial statements and finance and accounting information or others.  


CONTENTS OF THE VSA

Objective of a Review Engagement


03. The objective of a review of financial statements is to enable an auditor and the audit firm to state whether, on the basis of procedures which do not provide all the evidence that would be required in an audit, anything has come to the auditor’s attention that causes the auditor to believe that the financial statements are not prepared, in all material respects, in accordance with Vietnamese Accounting Standards (or relevant accounting standards) (moderate assurance). Engagements to review financial statements do not provide all audit evidence or reasonable assurance which an audit of financial statements does.

General principles of a review engagement


04. The auditor should comply with professional ethical principles set out in VSA 200 “Objective and General Principles Governing an Audit of Financial Statements” in reviewing financial statements.

05. The auditor and the audit firm should conduct a review in accordance with this VSA.


06. The auditor should plan and perform the review with an attitude of professional skepticism recognizing that circumstances may exist which cause the financial statements to be materially misstated.


07. For the purpose of expressing moderate assurance in the review report, the auditor should obtain sufficient appropriate evidence primarily through inquiry and analytical procedures to be able to draw conclusions.


Scope of a Review


08. The term “scope of a review” refers to the review procedures deemed necessary in the circumstances to achieve the objective of the review. The procedures required to conduct a review of financial statements should be determined by the auditor having regard to the requirements of this VSA, relevant professional bodies, legislation, regulation and, where appropriate, the terms of the review engagement.


Moderate Assurance


09. A review engagement provides a moderate level of assurance that the information subject to review is free of material misstatement, this is expressed in the form of moderate assurance.


Terms of Engagement


10. The audit company and the entity whose financial statements are subject to review should agree on the terms of the engagement.  


11. An engagement letter will be of assistance in planning the review work. It is in the interests of both the client entity and the audit firm that the engagement letter document the key terms of the appointment to avoid misunderstanding regarding such matters as the objectives and scope of the engagement, the extent of the auditor and audit firm’s responsibilities and the form of reports to be issued.


12. Matters that would be included in the engagement letter include:


( The objective of the service being performed.


( Management’s responsibility for the financial statements.


( The scope of the review, including reference to this Vietnamese Standard on Auditing.


( Unrestricted access to whatever records, documentation and other information requested in connection with the review.


( A sample of the report expected to be rendered.


( The fact that the engagement cannot be relied upon to disclose errors, illegal acts or other irregularities, for example, fraud or defalcations that may exist.


( A statement that an audit is not being performed and that an audit opinion will not be expressed.  To emphasize this point and to avoid confusion, the auditor may also consider pointing out that a review engagement will not satisfy any statutory or third party requirements for an audit.


An example of an engagement letter for a review of financial statements appears in Appendix 01.


Planning


13. The auditor should plan the work so that an effective engagement will be performed.


14 In planning a review of financial statements, the auditor should obtain or update the knowledge of the business including consideration of the entity’s organization, accounting systems, operating characteristics and the nature of its assets, liabilities, revenues and expenses.


15. The auditor needs to possess an understanding of such matters and other matters relevant to the financial statements, for example, a knowledge of the entity’s production and distribution methods, product lines, operating locations and related parties.  The auditor requires this understanding to be able to make relevant inquiries and to design appropriate procedures, as well as to assess the responses and other information obtained.


Work Performed by Others


16. When using work performed by another auditor or an expert, the auditor should be satisfied that such work is adequate for the purposes of the review.


Documentation


17. The auditor should document matters which are important in providing evidence to support the review report, and evidence that the review was carried out in accordance with this VSA.


Procedures and Evidence


18. The auditor should apply judgment in determining the specific nature, timing and extent of review procedures.  The auditor will be guided by such matters as:


( Any knowledge acquired by carrying out audits or reviews of the financial statements for prior periods.


( The auditor’s knowledge of the business including knowledge of the accounting principles and practices of the industry in which the entity operates.


( The entity’s accounting systems.


( The extent to which a particular item is affected by management judgment.


( The materiality of transactions and account balances.


19. The auditor should apply the same materiality considerations as would be applied to financial statement audits. Although there is a greater risk that misstatements will not be detected in a review than in an audit, the judgment as to what is material is made by reference to the information on which the auditor and the audit firm are reporting and the needs of those relying on that information, not to the level of assurance provided.


20. Procedures for the review of financial statements will ordinarily include:


( Obtaining an understanding of the entity’s business and the industry in which it operates.


( Inquiries concerning the entity’s accounting principles and practices.


( Inquiries concerning the entity’s procedures for recording, classifying and summarizing transactions, accumulating information for disclosure in the financial statements and preparing financial statements.


( Inquiries concerning all material assertions in the financial statements.


( Analytical procedures designed to identify relationships and individual items that appear unusual.  Such procedures would include:


- Comparison of the financial statements with statements for prior periods.


- Comparison of the financial statements with anticipated results and financial position.


- Study of the relationships of the elements of the financial statements that would be expected to conform to a predictable pattern based on the entity’s experience or industry norm.


In applying these procedures, the auditor would consider the types of matters that required accounting adjustments in prior periods.


( Inquiries concerning actions taken at meetings of shareholders, the board of directors, committees of the board of directors and other meetings that may affect the financial statements.


( Reading the financial statements to consider, on the basis of information coming to the auditor’s attention, whether the financial statements appear to conform with the basis of accounting indicated.


( Obtaining reports from other auditors, if any and if considered necessary, who have been engaged to audit or review the financial statements of components of the entity.


( Inquiries of persons having responsibility for financial and accounting matters concerning, for example:


- Whether all transactions have been recorded.


- Whether the financial statements have been prepared in accordance with specified accounting standards.


- Changes in the entity’s business activities and accounting principles and practices.


- Matters as to which questions have arisen in the course of applying the foregoing procedures.


- Obtaining written representations from management when considered appropriate.


Appendix 2 to this VSA provides an illustrative list of procedures which are often used. The list is not exhaustive, nor is it intended that all the procedures suggested apply to every review engagement.


21. The auditor should inquire about events subsequent to the date of the financial statements that may require adjustment of or disclosure in the financial statements.  The auditor does not have any responsibility to perform procedures to identify events occurring after the date of the review report.


22. If the auditor has reason to believe that the information subject to review may be materially misstated, the auditor should carry out additional or more extensive procedures as are necessary to be able to express moderate assurance or to confirm that a modified report is required.

Conclusions and Reporting


23. The review report should contain a clear written expression of moderate assurance. The auditor should review and assess the conclusions drawn from the evidence obtained as the basis for the expression of negative assurance.


24. Based on the work performed, the auditor should assess whether any information obtained during the review indicates that the financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects,’) in accordance with the VAS.


25. The report on a review of financial statements describes the scope of the engagement to enable the reader to understand the nature of the work performed and make it clear that an audit was not performed and, therefore, that an audit opinion is not expressed.


26. The report on a review of financial statements should contain the following basic elements, ordinarily in the following layout:


a) Name and address of the audit firm;


b) Report number;


c) Report title;


d) Addressee;


e) Opening or introductory paragraph including:


- Identification of the financial statements on which the review has been performed; and


- A statement of the responsibility of the entity’s director (or leader) and the responsibility of the auditor and the audit firm;

f) Scope paragraph, describing the nature of a review, including:


- A reference to this Vietnamese Standards on Auditing applicable to review engagements;


- A statement that a review is limited primarily to inquiries and analytical procedures; and


- A statement that an audit has not been performed, that the procedures undertaken provide less assurance than an audit and that an audit opinion is not expressed;


g) Statement of moderate assurance;


h) Issue place and date of the report;


i) Signature and seal.


Appendices 03 and 04 to this VSA contain illustrations of review reports.


27. The review report should:


a) Provide moderate assurance by stating that nothing has come to the auditor’s attention based on the review that causes the auditor to believe the financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects,’) in accordance with Vietnamese Accounting Standards (or accounting standards accepted in Vietnam); or


b) If matters have come to the auditor’s attention, describe those matters that impair a true and fair view (‘or a fair presentation, in all material respects,’) in accordance with Vietnamese Accounting Standards (or accounting standards accepted in Vietnam), unless impracticable, a quantification of the possible effect(s) on the financial statements, and either:


-Eexpress a qualification of the moderate assurance provided; or


- When the effect of the matter is so material and pervasive to the financial statements that the auditor concludes that a qualification is not adequate to disclose the misleading or incomplete nature of the financial statements, give an adverse statement that the financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects,’) in accordance with Vietnamese Accounting Standards (or accounting standards accepted in Vietnam); or


c) If there has been a material scope limitation, describe the limitation and either:


- Express a qualification of the moderate assurance regarding the possible adjustments had the limitation not existed; or


- When the possible effect of the limitation is so significant and pervasive that the auditor concludes that no level of assurance can be provided, express a modified opinion. 


28. The auditor should date the review report as of the date the review is completed, which includes performing procedures relating to events occurring up to the date of the report.  However, the auditor should not date the review report earlier than the date on which the financial statements were approved by management.

APPENDIX 01

EXAMPLE OF AN ENGAGEMENT LETTER FOR A REVIEW OF FINANCIAL STATEMENTS

An engagement letter for a review of financial statements should comply with VSA 210 “Terms of Audit Engagements”. In addition, this letter should indicate the auditor’s understanding of the terms and objectives of his engagement and the nature and limitations of the services he will provide in accordance with this VSA. For example:


- We will review the balance sheet of ABC Company as of December 31, 20X1, and the related statements of income and cash flows for the year then ended, in accordance with the Vietnamese Standards on Auditing applicable to reviews. We will not perform an audit of such financial statements and, accordingly, we will not express an audit opinion on them.  Accordingly, we expect to report on the financial statements as follows: (see Appendix 3)


- Responsibility for the financial statements, including adequate disclosure, is that of the management of the Company. This includes the maintenance of adequate accounting records and internal controls and the selection and application of accounting policies. As part of our review process, we will request written representations from management concerning financial statement assertions and other material matters. 


- This letter will be effective for future years unless it is terminated, amended or superseded as may be mutually agreed upon.


- Our engagement cannot be relied upon to disclose whether fraud or errors, or illegal acts, exist.  However, we will inform you of any material matters that come to our attention.

APPENDIX 02

ILLUSTRATIVE DETAILED PROCEDURES THAT MAY BE PERFORMED IN AN ENGAGEMENT TO REVIEW FINANCIAL STATEMENTS

1. The inquiry and analytical review procedures carried out in a review of financial statements are determined by the auditor’s judgment. The procedures listed below are for illustrative purposes only. It is not intended that all the procedures suggested apply to every review engagement. This Appendix is not intended to serve as a program or checklist in the conduct of a review.


General


2. Discuss terms and scope of the engagement with the client and the engagement team.


3. Prepare an engagement letter setting forth the terms and scope of the engagement.


4. Obtain an understanding of the entity’s business activities, the accounting and internal control systems and the system for preparing financial statements.


5. Inquire whether all financial information is recorded:


a) Completely;


b) Promptly; and


c) After the necessary authorization.


6. Obtain the trial balance and determine whether it agrees with the general ledger and the financial statements.


7. Consider the results of previous audits and review engagements, including accounting adjustments required.


8. Inquire whether there have been any significant changes in the entity from the previous year.


9. Inquire about the accounting policies and consider whether:


a) They comply with Vietnamese Accounting Standards or other accounting standards accepted in Vietnam; 


b) They have been applied appropriately; and


c) They have been applied consistently and, if not, consider whether disclosure has been made of any changes in the accounting policies.


10. Read the minutes of meetings of the Board of Management, shareholders, directors and control department in order to identify matters that could be important to the review.


11. Inquire if actions taken at shareholder, director or Board of Management meetings that affect the financial statements have been appropriately reflected therein.


12. Inquire about the existence of transactions with related parties, how such transactions have been accounted for and whether related parties have been properly disclosed.


13. Inquire about contingencies and commitments.


14. Inquire about plans to dispose of major assets or business segments.


15. Obtain the financial statements and discuss them with mana- gement.


16. Consider the adequacy of disclosure in the financial statements and their suitability as to classification and presentation.


17. Compare the results shown in the current period financial statements with those shown in financial statements for comparable prior periods and, if available, with budgets and forecasts.


18. Obtain explanations from management for any unusual fluctuations or inconsistencies in the financial statements from such comparison.


19. Consider the effect of any unadjusted errors - individually and in aggregate.  Bring the errors to the attention of management and determine how the unadjusted errors will influence the report on the review.


20. Consider obtaining a representation letter from management.


Cash


21. Obtain the bank reconciliations. Inquire of client personnel about any old or unusual reconciling items on the reconciliations.


22. Inquire about transfers between cash accounts for the period before and after the review date.


24. Inquire whether there are any restrictions on cash accounts.


Receivables


24. Inquire about the accounting policies for initially recording trade receivables and determine whether any trade and sale allowances are given on such transactions.


25. Obtain a schedule of receivables and determine whether the total agrees with the trial balance.


26. Obtain and consider explanations of significant variations in account balances from previous periods or from those anticipated.


27. Obtain an aged analysis of the trade receivables.  Inquire about the reason for unusually large accounts, credit balances on accounts or any other unusual balances and inquire about the collectibility of receivables.


28. Discuss with management the classification of receivables, including non-current balances, net credit balances and amounts due from shareholders, Board of Management and other related parties in the financial statements.


29. Inquire about the method for identifying “slow payment” accounts and setting allowances for doubtful accounts and consider it for reasonableness.


30. Inquire whether receivables have been pledged, factored or discounted.


31. Inquire about procedures applied to ensure that a proper cutoff of sales transactions and sales returns has been achieved.


32. Inquire whether accounts represent goods shipped but not yet billed and, if so, whether adjustments have been made to properly reflect the goods in inventory.


33. Inquire whether any large receivables have been settled issued after the balance sheet date.


Inventories


34. Obtain the list of counted inventory and determine whether:


a) Any difference has resulted between the list and the balance in the trial balance; and


b) The list is based on a physical count of inventory.


35. Inquire about the method for counting inventory.


36. Where a physical count was not carried out on the balance sheet date, inquire 


a) If perpetual or periodic inventory system is used and whether comparisons are made with actual quantities on hand; and


b) Whether an integrated (work-in-progress and finished product) costing system is used and whether it has produced reliable information in the past.


37. Discuss adjustments made resulting from the last physical inventory count.


38. Inquire about procedures applied to control cutoff and any inventory movements.


39. Inquire about the basis used in valuing each category of the inventory and, in particular, regarding the elimination of inter-branch profits.  Inquire whether inventory is valued at the lower of cost and net realizable value.


40. Consider the consistency with which inventory valuation methods have been applied, including factors such as material, labor and overhead.


41. Compare amounts of major inventory categories with those of prior periods and with those anticipated for the current period.  Inquire about major fluctuations and differences.


42. Compare inventory turnover with that in previous periods.


43. Inquire about the method used for identifying slow moving and obsolete inventory and whether such inventory has been accounted for at net realizable value.


44. Inquire whether any of the inventory has been consigned to the entity and, if so, whether adjustments have been made to exclude such goods from inventory.


45. Inquire whether any inventory is pledged, stored at other locations or on consignment to others and consider whether such transactions have been accounted for appropriately.


Investments (including associated companies and marketable securities)


46. Obtain a schedule of the investments at the balance sheet date and determine whether it agrees with the trial balance.


47. Inquire about the valuation of investments as of the balance sheet date.


48. Compare the carrying values of investments with their net realizable values. 


49. Consider whether there has been proper accounting for gains and losses and investment income.


50. Inquire about the classification of long-term and short-term investments.


Property and depreciation


51. Obtain a schedule of the property indicating the cost and accumulated depreciation and determine whether it agrees with the trial balance.


52. Inquire about the depreciation method in use and the estimated useful lives of property.


53. Discuss with management the additions and deletions to property accounts and accounting for gains and losses on sales or retirements.


54. Inquire about the consistency with which the depreciation method and rates have been applied and compare depreciation provisions with prior years.


55. Inquire whether there are any liens on the property.


56. Discuss whether lease agreements have been properly reflected in the financial statements in conformity with current accounting standards and regulations.


Prepaid expenses, intangibles and other assets


57. Obtain schedules identifying the nature of these accounts and discuss with management the recoverability thereof.


58. Inquire about the basis for recording these accounts and the amortization methods used.


59. Compare balances of related expense accounts with those of prior periods and discuss significant variations with management.


60. Discuss the classification between long-term and short-term accounts with management.


Loans payable


61. Obtain from management a schedule of loans payable and determine whether the total agrees with the trial balance.


62. Inquire whether there are any loans where management has not complied with the provisions of the loan agreement and, if so, inquire as to management’s actions and whether appropriate adjustments have been made in the financial statements.


63. Consider the reasonableness of interest expense in relation to loan balances.


64. Inquire whether loans payable are secured.


65. Inquire whether loans payable have been classified between non-current and current.


Trade payables


66. Inquire about the accounting policies for initially recording trade payables and whether the entity is entitled to any allowances given on such transactions.


67. Obtain and consider explanations of significant variations in account balances from previous periods or from those anticipated.


69. Obtain a schedule of trade payables and determine whether the total agrees with the trial balance.


Inquire whether balances are reconciled with the creditors’ statements and compare with prior period balances.  Compare turnover with prior periods.


70. Consider whether there could be material unrecorded liabilities.


71. Inquire whether payables to shareholders, Board of Manage- ment and other related parties are separately disclosed.


Accrued and contingent liabilities


72. Obtain a schedule of the accrued liabilities and determine whether the total agrees with the trial balance.


73. Compare major balances of related expense accounts with similar accounts for prior periods.


74. Inquire about approvals for such accruals, terms of payment, compliance with terms, collateral and classification.


75. Inquire about the method for determining accrued liabilities.


76. Inquire as to the nature of amounts included in contingent liabilities and commitments.


77. Inquire whether any actual or contingent liabilities exist which have not been recorded in the accounts. If so, discuss with management whether provisions need to be made in the accounts or whether disclosure should be made in the notes to the financial statements.


Income and other taxes


78. Inquire about the accounting procedures and the disparity between accounting-purpose and tax-purpose incomes and disputes with taxation authorities, which could have a significant effect on the taxes payable by the entity.


79. Consider the tax expense in relation to the entity’s income for the period.


80. Inquire from management as to the adequacy of the recorded deferred and current tax liabilities including provisions in respect of prior periods.


Subsequent events


81. Obtain from management the latest interim financial statements and compare them with the financial statements being reviewed or with those for comparable periods from the preceding year.


82. Inquire about events after the balance sheet date that would have a material effect on the financial statements under review and, in particular, inquire whether:


a) Any substantial commitments or uncertainties have arisen subsequent to the balance sheet date;


b) Any significant changes in the share capital, long-term debt or working capital have occurred up to the date of inquiry; and


c) Any unusual adjustments have been made during the period between the balance sheet date and the date of inquiry.


d) Consider the need for adjustments or disclosure in the financial statements.


83. Obtain and read the minutes of meetings of shareholders, Board of Management and directors   subsequent to the balance sheet date.


Litigation


84. Inquire from management whether the entity is the subject of any legal actions-threatened, pending or in process. Consider the effect thereof on the financial statements.


Equity


85. Obtain and consider a schedule of the transactions in the equity accounts, including new issues, retirements and dividends.


86. Inquire whether there are any restrictions on retained earnings or other equity accounts.


Operations


87. Compare results with those of prior periods and those expected for the current period. Discuss significant variations with management.


88. Discuss whether the recognition of major sales, other incomes and expenses have taken place in the appropriate periods.


89. Consider extraordinary and unusual items.


90. Consider and discuss with management the relationship between related items in the revenue account and assess the reasonableness thereof in the context of similar relationships for prior periods and other information available to the auditor.

APPENDIX 03

FORM OF UNQUALIFIED REVIEW REPORT

		XYZ AUDIT FIRM
Address, tel. and fax no. ...
No. ...

		





AUDITOR’S REPORT ON
RESULTS OF FINANCIAL STATEMENTS REVIEW

To: The Board of Management and Directors of ABC Company


We have reviewed the accompanying balance sheet of ABC Company at December 31, 20X1, and the related statements of income and cash flows for the year then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to issue a report on these financial statements based on our review.


We conducted our review in accordance with the Vietnamese Standard on Auditing applicable to review engagements. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.


Based on our review, nothing has come to our attention that causes us to believe that the accompanying financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects,’) in accordance with Vietnamese Accounting Standards (or other accounting standards accepted in Vietnam) and relevant legislation.

		XYZ Audit Firm
Director
(Full name, signature, seal)
CPA Certificate No. ...

		…, day…, month…, year… 
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

APPENDIX 04

EXAMPLES OF REVIEW REPORTS OTHER THAN UNQUALIFIED

		

		Form 01 Example 01: Qualification for a Departure From Vietnamese
 Accounting Standards



		XYZ AUDIT FIRM
Address, tel. and fax no. ...
No. ...

		





Auditor’ s Report on
results of financial statements Review

To: The Board of Management and Directors of ABC Company


We have reviewed the accompanying balance sheet of ABC Company at December 31, 20X1, and the related statements of income and cash flows for the year then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to issue a report on these financial statements based on our review.


We conducted our review in accordance with the Vietnamese Standards on Auditing applicable to review engagements. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit, and, accordingly, we do not express an audit opinion.


Management has informed us that inventory has been stated at its cost which is in excess of its net realizable value. Management’s computation, which we have reviewed, shows that inventory, if valued at the lower of cost and net realizable value as required by Vietnamese Accounting Standard “Inventories”, would have been decreased by XXX, and net assets and shareholders’ equity would have been decreased by YYY.


Based on our review, except for the effects of the overstatement of inventory described in the previous paragraph, nothing has come to our attention that causes us to believe that the accompanying financial statements do not give a true and fair view (or ‘are not presented fairly, in all material respects,’) in accordance with Vietnamese Accounting Standards (or other accounting standards accepted in Vietnam) and relevant legislation.

		XYZ Audit Firm
Director
(Full name, signature, seal)
CPA Certificate No. ...

		…, day…, month…, year… 
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm

		

		Form 02 Example 02: Adverse Report for a
Departure From Vietnamese
Accounting Standards



		XYZ AUDIT FIRM
Address, tel. and fax no. ...
No. ...

		





Auditor’S Report on
Results of financial statements Review


To: The Board of Management and Directors of ABC Company


We have reviewed the balance sheet of ABC Company at December 31, 20X1, and the related statements of income and cash flows for the year then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to issue a report on these financial statements based on our review.


We conducted our review in accordance with the Vietnamese Standards on Auditing applicable to review engagements. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.


As noted in note X to the financial statements, these financial statements do not reflect the consolidation of the financial statements of subsidiary companies, the investment in which is accounted for on a cost basis. Under Vietnamese Accounting Standards, the financial statements of the subsidiaries are required to be consolidated.


Based on our review, because of pervasive effect on the financial statements of the entity failing to comply with the accounting principles as discussed in the preceding paragraph, and to consolidate the financial statements of its subsidiaries, the accompanying financial statements do not give a true and fair view (or “are not presented fairly, in all material respects,”) in accordance with Vietnamese Accounting Standards (or other accounting standards accepted in Vietnam) and relevant legislation.

		XYZ Audit Firm
Director
(Full name, signature, seal)
CPA Certificate No. ...

		…, day…, month…, year… 
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm
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VIETNAMESE STANDARDS ON AUDITING
----------------------------------------------------------------------------------------------------


STANDARD 920

ENGAGEMENTS TO PERFORM AGREED-UPON PROCEDURES REGARDING FINANCIAL INFORMATION
(Issued in pursuance of the Minister of Finance Decision No. 195/2003/QD-BTC dated 28 November 2003)

general

01. The purpose of this Vietnamese Standard on Auditing (ISA) is to establish standards and provide guidance on professional respon- sibilities of the auditor and audit firm when an engagement to perform agreed-upon procedures regarding financial information is undertaken and on the form and content of the report that the auditor issues in connection with such an engagement.


02. The auditor and the audit firm should conduct an agreed-upon procedures engagement in accordance with this VSA and the terms of the engagement.


03. This VSA is directed toward engagements regarding financial information on agreed-upon procedures and may provide useful guidance for engagements regarding non-financial information, provided the auditor has adequate knowledge of the subject matter in question and reasonable criteria exist on which to base findings.


For engagements regarding financial information on agreed-upon procedures, apart from this VSA the auditor should refer to other VAS.


04. An engagement to perform agreed-upon procedures may involve the auditor in performing certain procedures concerning individual items of financial data (for example, accounts payable, accounts receivable, purchases from related parties and sales and profits of a segment of an entity), a financial statement (for example, a balance sheet) or even a complete set of financial statements.


Contents of the VSA


Objective of an Agreed-upon Procedures Engagement


05. The objective of an agreed-upon procedures engagement is for the auditor to carry out procedures of an audit nature to which the auditor and the entity and any appropriate third parties have agreed and to report on factual findings.


06. As the auditor and the audit firm simply provide a report of the factual findings of agreed-upon procedures, no assurance is expressed as to the reliability of financial information. Instead, users of the report assess for themselves the procedures and findings reported by the auditor and draw their own conclusions from the auditor’s work.


07. The report is restricted to those parties that have agreed to the procedures to be performed since others, unaware of the reasons for the procedures, may misinterpret the results.


General Principles of an Agreed-upon Procedures Engagement


08. The auditor should comply with the professional ethical principles in accordance with VSA 200 “Objective and General Principles Governing an Audit of Financial Statements.” Ethical principles governing the auditor’s professional responsibilities for this type of engagement are:


a) Independence


b) Integrity;


c) Objectivity;


d) Professional competence and due care;


e) Confidentiality;


f) Professional behavior; and


g) Technical standards.


In certain circumstances, independence is not a requirement for agreed-upon procedures engagements. Where the auditor is not independent, a statement to that effect would be made in the report of factual findings.


Defining the Terms of the Engagement


09. The auditor and the audit firm should ensure with representatives of the entity and, ordinarily, other specified parties who will receive copies of the report of factual findings, that there is a clear understanding regarding the agreed procedures and the conditions of the engagement. Matters to be agreed include the:

- Nature of the engagement including the fact that the procedures performed will not constitute an audit or a review and that accordingly no assurance will be expressed.


- Stated purpose for the engagement.


- Identification of the financial information to which the agreed-upon procedures will be applied.


- Nature, timing and extent of the specific procedures to be applied.


- Anticipated form of the report of factual findings.


- Limitations on distribution of the report of factual findings. When such limitation would be in conflict with the legal requirements, if any, the auditor would not accept the engagement.


10. In certain circumstances, for example, when the procedures have been agreed to between the regulator and representatives of the accounting profession, the auditor may not be able to discuss the procedures with all the parties who will receive the report. In such cases, the auditor may consider, for example, discussing the procedures to be applied with appropriate representatives of the parties involved or sending them a draft of the type of report that will be issued.


11. The auditor should send an engagement letter documenting the key terms of the appointment:


- A listing of the procedures to be performed as agreed upon between the parties.


- A statement that the distribution of the report of factual findings would be restricted to the specified parties who have agreed to the procedures to be performed.


An example of an engagement letter appears in Appendix 01 to this VSA.


Planning


12. The auditor and the audit firm should plan the work so that an effective engagement will be performed.


Documentation


13. The auditor should document matters which are important in providing evidence to support the report of factual findings, and evidence that the engagement was carried out in accordance with this VSA and the terms of the engagement.


Procedures and Evidence


14. The auditor and the audit firm should carry out the procedures agreed upon and use the evidence obtained as the basis for the report of factual findings.


15. The procedures applied in an engagement to perform agreed-upon procedures may include one or some of the following methods in accordance with VSA 500 “Audit evidence”:


- Inquiry.


- Observation.


- Inspection.


- Obtaining confirmations.


- Recomputation, comparison and other clerical accuracy checks.


- Analysis


Reporting


16. The report on an agreed-upon procedures engagement needs to describe the purpose and the agreed-upon procedures of the engagement in sufficient detail to enable the reader to understand the nature and the extent of the work performed.


17. The report of factual findings should contain:


a) Name of address of the audit firm;


b) Report number;


c) Report title;


d) Report addressee;


e) A statement that the procedures performed were those agreed upon with the recipient;


f) Identification of specific financial or non-financial information to which the agreed-upon procedures have been applied;


g) A statement that the engagement was performed in accordance with this Vietnamese Standards on Auditing applicable to agreed-upon procedures engagements;


h) When relevant a statement that the auditor is not independent of the entity;


i) Identification of the purpose for which the agreed-upon procedures were performed;


j) A listing of the specific procedures performed;


k) A description of the auditor’s factual findings including sufficient details of errors and exceptions found;


l) Statement that the procedures performed do not constitute either an audit or a review and, as such, no assurance is expressed;


m) A statement that had the auditor performed additional procedures, an audit or a review, other matters might have come to light that would have been reported;


n) A statement that the report is restricted to those parties that have agreed to the procedures to be performed;


o)A statement (when applicable) that the report relates only to the elements, accounts, items or financial and non-financial information specified and that it does not extend to the entity’s financial statements taken as a whole;


p) Isue place and date of the report;


q) Name, signature and seal.


Appendix 02 to this ISA contains an example of a report of factual findings issued in connection with an engagement to perform agreed-upon procedures regarding financial information.

APPENDIX 1

EXAMPLE OF AN ENGAGEMENT LETTER FOR AN AGREED-UPON PROCEDURES ENGAGEMENT

The following letter is for use as a guide in conjunction with paragraph 09 of this VSA and is not intended to be a standard letter. The engagement letter will need to be varied according to individual requirements and circumstances.

		XYZ AUDIT FIRM
Address, tel. and fax no. ...
No. ...

		





Engagement Letter


To: The Board of Management and Directors of ABC Company


This letter is to confirm our understanding of the terms and objectives of our engagement and the nature and limitations of the services that we will provide. Our engagement will be conducted in accordance with VSA 920 “Engagements to perform agreed-upon procedures regarding financial information” and we will indicate so in our report.


We have agreed to perform the following procedures and report to you the factual findings resulting from our work:


(describe the nature, timing and extent of the procedures to be performed, including specific reference, where applicable, to the identity of documents and records to be read, individuals to be contacted and parties from whom confirmations will be obtained).


The procedures that we will perform are solely to assist you in (state purpose). Our report is not to be used for any other purpose and is solely for your information.


The procedures that we will perform will not constitute an audit or a review made in accordance with Vietnamese Standards on Auditing and, consequently, no assurance will be expressed.


We look forward to full cooperation with your staff and we trust that they will make available to us whatever records, documentation and other information requested in connection with our engagement.


Our fees, which will be billed as work progresses, are based on the time required by the individuals assigned to the engagement plus out-of-pocket expenses. Individual hourly rates vary according to the degree of responsibility involved and the experience and skill required.


Please sign and return the attached copy of this letter to indicate your understanding of the terms of the engagement including the specific procedures which we have agreed will be performed.

		ACKNOWLEDGED 
ON BEHALF OF ABC COMPANY BY 
Director
(Full name, signature and seal)

		…, date... month... year...
XYZ Audit Firm
Director or representative 
(Full name, signature and seal)





APPENDIX 2

EXAMPLE OF A REPORT OF FACTUAL FINDINGS IN CONNECTION WITH ACCOUNTS PAYABLE

		XYZ Audit FIRM
Address, tel. and fax no. ...
No. …

		





REPORT OF FACTUAL FINDINGS


To: The Board of Management and Directors of ABC Company


We have performed the procedures agreed with you and enumerated below with respect to the accounts payable of ABC Company as at (date), set forth in the accompanying schedules (not shown in this example). Our engagement was undertaken in accordance with VSA 920 “Engagements to perform agreed-upon procedures regarding financial information”. The procedures were performed as follows:


1. We obtained and checked the addition of the trial balance of accounts payable as at (date) prepared by ABC Company, and we compared the total to the balance in the related general ledger account.


2. We compared the attached list (not shown in this example) of major suppliers and the amounts owing at (date) to the related names and amounts in the trial balance.


3. We obtained suppliers’ statements or requested suppliers to confirm balances owing at (date).


4. We compared such statements or confirmations to the amounts referred to in 2. For amounts which did not agree, we obtained reconciliations from ABC Company. For reconciliations obtained, we identified and listed outstanding invoices, credit notes and outstanding checks, each of which was greater than xxx. We located and examined such invoices and credit notes subsequently received and checks subsequently paid and we ascertained that they should in fact have been listed as outstanding on the reconciliations.


We report our findings below:


a) With respect to item 1 we found an additional account payable which was not recorded and put it on the list of trade accounts payable.


b) With respect to item 2 we found the amounts compared to be in agreement.


c) With respect to item 3 we found there were suppliers’ statements for all such suppliers.


d) With respect to item 4 we found the amounts agreed with supplier confirmations, or with respect to amounts which did not agree. We requested that ABC Company prepare reconciliations and found that the credit notes, invoices and outstanding checks over xxx were appropriately listed as reconciling items with the following exceptions: (Detail the exceptions).


Because the above procedures do not constitute either an audit or a review made in accordance with Vietnamese Standards on Auditing, we do not express any assurance on the accounts payable as of (date).


Had we performed additional procedures or had we performed an audit or review of the financial statements in accordance with Vietnamese Standards on Auditing, other matters might have come to our attention that would have been reported to you.


Our report is solely for the purpose set forth in the first paragraph of this report and for your information and is not to be used for any other purpose or to be distributed to any other parties. This report relates only to the accounts and items specified above and does not extend to any financial statements of ABC Company, taken as a whole.

		XYZ Audit Firm
Director
(Full name, signature, seal)
CPA Certificate No. ...

		…, day…, month…, year… 
Auditor
(Full name, signature)
CPA Certificate No. ...





(*) It may be relevant to specify the name of XYZ Audit Firm
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VIETNAMESE STANDARDS ON AUDITING
--------------------------------------------------------------------------------------------------------

STANDARD 401

AUDITING IN A COMPUTER INFORMATION SYSTEMS ENVIRONMENT
(Issued in pursuance of the Minister of Finance Decision No. 195/2003/QD-BTC dated 28 November 2003)

GENERAL

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance on procedures to be followed by the auditor and the audit firm when conducting an audit is in a computer information systems (CIS) environment.


02. The auditor should consider how a CIS environment affects the audit.

03. This VAS applies to audits of financial statements in a CIS environment and also applies to an audit of other financial information and related services rendered by the audit firm in a client’s CIS. The overall objective and scope of an audit does not change in a CIS environment.


The use of a computer changes the processing, storage and communication of financial information and may affect the accounting and internal control systems employed by the entity. Accordingly, a CIS environment may affect:


( The procedures followed by the auditor in obtaining a sufficient understanding of the accounting and internal control systems.


( The consideration of inherent risk and control risk through which the auditor arrives at the risk assessment.


( The auditor’s design and performance of tests of control and substantive procedures appropriate to meet the audit objective.


04. It is expected that the audited (client) entity and other entities and individuals relating to the audit of financial statements in a CIS environment should possess essential knowledge as to the fundamental principles and objectives set out in this VSA in working with the auditor and the audit firm during the audit. 


In this VSA, the following terms have the meaning attributed below:


05. Computer Information Systems Environment is an environment in which the audited entity keeps records and process financial information using a computer of any type or size at a certain level of application, whether that computer is operated by the entity or by a third party.


CONTENTS OF THE VSA

Skills and Competence


06. The auditor and the audit firm should have sufficient knowledge of the CIS to plan, direct, supervise and review the work performed. The auditor should consider whether specialized CIS skills are needed in an audit.

These may be needed to:


( Obtain a sufficient understanding of the accounting and internal control systems affected by the CIS environment.


( Determine the effect of the CIS environment on the assessment of overall risk and of risk at the account balance and class of transactions level.


( Design and perform appropriate tests of control and substantive procedures.


If specialized skills are needed, the auditor would seek the assistance of a professional possessing such skills, who may be either on the auditor’s staff or an outside professional. If the use of such a professional is planned, the auditor should obtain sufficient appropriate audit evidence that such work is adequate for the purposes of the audit, in accordance with VSA 620 “Using the Work of an Expert.”


Planning


07. In accordance with VSA 400 “Risk Assessments and Internal Control,” the auditor and the audit firm should obtain an understanding of the accounting and internal control systems sufficient to plan the audit and develop an effective audit approach.


08. In planning the portions of the audit which may be affected by the client’s CIS environment, the auditor and the audit firm should obtain an understanding of the significance and complexity of the CIS activities and the availability of data for use in the audit.


This understanding would include such matters as:


( The significance and complexity of computer processing in each significant accounting application. Significance relates to materiality of the financial statement assertions affected by the computer processing. An application may be considered to be complex when, for example:


- The volume of transactions is such that users would find it difficult to identify and correct errors in processing.


- The computer automatically generates material transactions or entries directly to another application.


- The computer performs complicated computations of financial information and/or automatically generates material transactions or entries that cannot be (or are not) validated independently.


- Transactions are exchanged electronically with other organizations without manual review.


( The organizational structure of the client’s CIS activities and the extent of concentration or distribution of computer processing throughout the entity, particularly as they may affect segregation of duties.


( The availability of data. Source documents, certain computer files, and other evidential matter that may be required by the auditor may exist for only a short period or only in machine-readable form. Client CIS may generate internal reporting that may be useful in performing substantive tests. The potential for use of computer-assisted audit techniques may permit increased efficiency in the performance of audit procedures, or may enable the auditor to economically apply certain procedures to an entire population of accounts or transactions.


09. When the audited entity’s CIS are complex and significant, the auditor and the audit firm should also obtain an understanding of the CIS environment and whether it may influence the assessment of inherent and control risks. 

The nature of the risks and the internal control characteristics in CIS environments include the following:


( Lack of transaction trails: Some CIS are designed so that a complete transaction trail that is useful for audit purposes might exist for only a short period of time or only in computer readable form. Where a complex application system performs a large number of processing steps, there may not be a complete trail. Accordingly, errors embedded in an application’s program logic may be difficult to detect on a timely basis by manual (user) procedures.


( Uniform processing of transactions: Computer processing uniformly processes like transactions with the same processing instructions. Thus, the clerical errors ordinarily associated with manual processing are virtually eliminated. Conversely, programming errors (or other systematic errors in hardware or software) will ordinarily result in all transactions being processed incorrectly.


( Limited segregation of functions: Many control procedures that would ordinarily be performed by separate individuals in manual systems may be concentrated just on one or a few individuals in CIS. 

( Potential for errors and irregularities: The potential for human error in the development, maintenance and execution of CIS may be greater than in manual systems. Also, the potential for individuals to gain unauthorized access to data or to alter data without visible evidence may be greater in CIS than in manual systems.


In addition, decreased human involvement in handling transactions processed by CIS can reduce the potential for observing errors and irregularities. Errors or irregularities occurring during the design or modification of application programs or systems software can remain undetected for long periods of time.


( Initiation or execution of transactions: CIS may include the capability to initiate or cause the execution of certain types of transactions, automatically. The authorization of these transactions or procedures may not be documented in the same way as those in a manual system, and management’s authorization of these transactions may be implicit in its acceptance of the design of the CIS and subsequent application.


( Dependence of other controls over computer processing: Computer processing may produce reports and other output that are used in performing manual control procedures. The effective- ness of these manual control procedures can be dependent on the effectiveness of controls over the completeness and accuracy of computer processing. In turn, the effectiveness and consistent operation of transaction processing controls in computer applications is often dependent on the effectiveness of general CIS controls.


( Potential for increased management supervision: CIS can offer management a prompt provision of larger information that may be used to review and supervise the operations of the entity in a timely and more adequate manner. 


( Potential for the use of computer-assisted audit techniques: The case of processing and analyzing large quantities of data using computers may provide the auditor with opportunities to apply general or specialized computer audit techniques and tools in the execution of audit tests.


Both the risks and the controls introduced as a result of these characteristics of CIS have a potential impact on the auditor’s assessment of risk, and the nature, timing and extent of audit procedures.


Assessment of Risk


10. In accordance with VSA 400 “Risk Assessments and Internal Control,” the auditor and the audit firm should make an assessment of inherent and control risks for material financial statement assertions.


11. The inherent risks and control risks in a CIS environment may have both a pervasive effect and an account-specific effect on the likelihood of material misstatements of a balance or transaction, as follows:


( The risks may result from deficiencies in pervasive CIS activities such as program development and maintenance, systems software support, operations, physical CIS security, and control over access to special-privilege utility programs. These deficiencies would tend to have a pervasive impact on all application systems that are processed on the computer.


( The risks may increase the potential for errors or fraudulent activities in specific applications, in specific data bases, or in specific processing activities. For example, errors are not uncommon in systems that perform complex logic or calculations, or that must deal with many different exception conditions.


12. New CIS technologies are frequently employed by clients to build increasingly complex computer systems that may include micro-to-mainframe links, distributed data bases, and business management systems that feed information directly into the accounting systems. Such systems increase the overall sophistication of CIS and the complexity of the specific applications that they affect, thus increasing risk and require further consideration.


Audit Procedures


13. In accordance with VSA 400 “Risk Assessments and Internal Control,” the auditor and the audit firm should consider the CIS environment in designing audit procedures to reduce audit risk to an acceptably low level.


14. The auditor’s specific audit objectives do not change whether accounting data is processed manually or by computer. However, the methods of applying audit procedures to gather evidence may be influenced by the methods of computer processing. The auditor and the audit firm can use either manual audit procedures, computer-assisted audit techniques, or a combination of both to obtain sufficient evidential matter. However, in some accounting systems that use a computer for processing significant applications, it is relevant for the auditor to obtain adequate audit evidence with computer assistance.


*


* *
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VIETNAMESE STANDARDS ON AUDITING
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STANDARD 550

RELATED PARTIES
(Issued in pursuance of the Minister of Finance Decision No. 195/2003/QD-BTC dated 28 November 2003)


GENERAL

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance on the auditor’s respon- sibilities when performing audit procedures regarding related parties and transactions with such parties during the course of an audit of financial statements.


02. The auditor and the audit firm should perform audit procedures designed to obtain sufficient appropriate audit evidence regar- ding the identification and disclosure by management of related parties and the effect of related party transactions that are material to the financial statements. However, an audit cannot be expected to detect all related party transactions.


03. As indicated in VSA 200 “Objective and General Principles Governing an Audit of Financial Statements,” in certain circums- tances there are limitations that may affect the persuasiveness of evidence available to draw conclusions on particular financial statement assertions. Because of the degree of uncertainty associated with the financial statement assertions regarding the completeness of related parties, the procedures identified in this VSA will provide sufficient appropriate audit evidence regarding those assertions in the absence of any circumstance identified by the auditor that:


a) Increases the risk of misstatement beyond that which would ordinarily be expected; or


b) Indicates that a material misstatement regarding related parties has occurred.


Where there is any indication that such circumstances exist, the auditor should perform modified, extended or additional procedures as are appropriate in the circumstances.


04. This VAS applies to audits of financial statements and also applies to an audit of other financial information and related services rendered by the audit firm. The auditor and the audit firm shall comply with this VSA in conducting an audit of financial statements and rendering related services.


It is expected that the client entity and users of the audit report should possess essential knowledge as to the objective and general principles set out in this VSA in exercising their responsibility, working with the auditor and the audit firm, and dealing with the relations maintained during the audit. 


In this VSA, the following terms have the meaning attributed below:


05. Related party: parties are considered to be related if one party has the ability to control the other party or exercise significant influence over the other party in making financial and operating decisions.


06. Related party transactions: a transfer of resources or obligations between related parties, regardless of whether a price is charged.


07. Significant influence represents the outcome of involvement in the development of financial and operating policies of an entity rather than controlling these policies.


Examples of significant influence include:


- Representation on the Board of Management.


- Participation in the policy making process.


- Participation in material inter-company transactions.


- Interchange on managerial personnel or independence of technical information.


- Share ownership under statute or agreement.


08. Management is responsible for the identification and disclosure of related parties and transactions with such parties. This responsibility requires management to implement adequate accounting and internal control systems to ensure that transactions with related parties are appropriately identified in the accounting records and disclosed in the financial statements.


09. The auditor needs to have a level of knowledge of the entity’s business and industry that will enable identification of the events, transactions and practices that may have a material effect on the financial statements. While the existence of related parties and transactions between such parties are considered ordinary features of business, the auditor needs to be aware of them because:


a) VAS “Related parties” may require disclosure in the financial statements of certain related party relationships and transactions.


b) The existence of related parties or related party transactions may affect the financial statements.


c) The reliability of audit evidence depends on the source (inside or outside) of this evidence and each circumstance. The auditor’s assessment of reliability should be based on the following principles:


- A greater degree of reliance may be placed on audit evidence that is obtained from external resource than that from internal resource;


- A greater degree of reliance may be placed on audit evidence that is obtained from internal resource as accounting and internal control systems effectively operate; 

- A greater degree of reliance may be placed on audit evidence that is obtained by the auditor than that provided by the entity.


d) A related party transaction may be motivated by other than ordinary business considerations, for example, profit sharing or even fraud.


CONTENTS OF THE VSA

Existence and Disclosure of Related Parties


10. The auditor should review information provided by the directors and the Board of Management identifying the names of all known related parties and should perform the following procedures in respect of the completeness of this information:

a) Review prior year working papers for names of known related parties;


b) Review the entity’s procedures for identification of related parties;


c) Inquire as to the affiliation of the Board of Management members and directors;


d) Review shareholder records to determine the names of principal shareholders or, if appropriate, obtain a listing of principal shareholders from the share register;


e) Review minutes of the meetings of shareholders, directors and the Board of Management, control department and other relevant statutory records such as capital contribution of members or shareholders;


f) Inquire of other auditors currently involved in the audit, or predecessor auditors, as to their knowledge of additional related parties; and


g) Review the entity’s income tax returns and other information supplied to regulatory agencies.


If, in the auditor’s judgment, the risk of significant related parties remaining undetected is low, these procedures may be modified as appropriate.


11. Where the VSA “Related Parties” requires disclosure of related party relationships, the auditor and the audit firm should be satisfied that the disclosure is adequate.


Transactions with Related Parties


12. The auditor and the audit firm should review information provided by directors and the Board of Management identifying related party transactions and should be alert for other material related party transactions.

13. When obtaining an understanding of the accounting and internal control systems and making a preliminary assessment of control risk, the auditor and the audit firm should consider the adequacy of control procedures over the authorization and recording of related party transactions.

14. During the course of the audit, the auditor needs to be alert for transactions which appear unusual in the circumstances and may indicate the existence of previously unidentified related parties. Examples include:


- Transactions which have abnormal terms of trade, such as unusual prices, interest rates, guarantees, and repayment terms.


- Transactions which lack an apparent logical business reason for their occurrence.


- Transactions in which substance differs from form.


- Transactions processed in an unusual manner.


- High volume or significant transactions with certain customers or suppliers as compared with others.


- Unrecorded transactions such as the receipt or provision of management services at no charge.


15. During the course of the audit, the auditor and the audit firm carry out procedures which may identify the existence of transactions with related parties. Examples include:


- Performing detailed tests of transactions and balances.


- Reviewing minutes of meetings of the Board of Management and directors.


- Reviewing accounting records for large or unusual transactions or balances, paying particular attention to transactions recognized at or near the end of the reporting period.


- Reviewing confirmations of loans receivable and payable and confirmations from banks. Such a review may indicate guarantor relationship and other related party transactions.


- Reviewing investment transactions, for example, purchase or sale of an equity interest in a joint venture or other entity.


Examining Identified Related Party Transactions


16. In examining the identified related party transactions, the auditor and the audit firm should obtain sufficient appropriate audit evidence as to whether these transactions have been properly recorded and disclosed.


17. Given the nature of related party relationships, evidence of a related party transaction may be limited, for example, regarding the existence of inventory held by a related party on consignment. Because of such limited availability, the auditor would consider performing procedures such as:


- Confirming the terms and amount of the transaction with the related party.


- Inspecting evidence in possession of the related party.


- Confirming or discussing information with persons associated with the transaction, such as banks, lawyers, guarantors and agents.


Management Representations


18. The auditor and the audit firm should obtain a written repre- sentation from management concerning:

a) The completeness of information provided regarding the identification of related parties; and


b) The adequacy of related party disclosures in the financial statements.


Audit Conclusions and Reporting


19. If the auditor and the audit firm are unable to obtain sufficient appropriate audit evidence concerning related parties and transactions with such parties or concludes that their disclosure in the financial statements is not adequate, the auditor should modify the audit report appropriately./.
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