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

	No. 03/2005/QD-BTC
	Hanoi, January 18, 2005


DECISION
ON THE ISSUANCE AND PUBLICATION OF SIX VIETNAMESE STANDARDS ON AUDITING (BATCH 6)
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 Government Decree No. 105/2004/CP dated March 30, 2004 on independent auditing;

Upon the proposal of the Director of the Accounting and Auditing Policy Department and Chief of the Ministry Office,

DECIDES:
Article 1. To issue six (06) Vietnamese Standards on Auditing (Batch 6) with the codes and titles specified:

	1. Standard No. 402   -
	Audit Considerations Relating to Entities Using Service Organizations

	2. Standard No. 620   -
	Using the Work of an Expert

	3. Standard No. 710   -
	Comparatives

	4. Standard No. 720   -
	Other Information in Documents Containing Audited Financial Statements

	5. Standard No. 930   -
	Engagements to Compile Financial Information

	6. Standard No. 1000 -
	Audit of Final Accounts of Investment


Article 2. The Vietnamese Standards on Auditing issued following this decision shall be applicable to independent audits of financial statements and final accounts of investment. 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 15 days after it is published in the Gazette.

Article 4. Auditors and audit firms licensed for audit practice in Vietnam are required to apply these Vietnamese standards on auditing in their operations.

The Director of the Accounting and Auditing Policy Department, the Ministry Office Chief, and heads of relevant affiliate and subsidiary units of the Ministry of Finance shall be responsible for guiding and overseeing the carrying out of this Decision.

	
	FOR THE MINISTER OF FINANCE
VICE MINISTER




Tran Van Ta


	ATTACH FILE
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STANDARD 620

USING THE WORK OF AN EXPERT
(Issued in pursuance of the Minister of Finance Decision No. 03/2005/QD-BTC dated 18 January 2005)

General

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance on using the work of an expert as audit evidence for a financial statement audit.


02. When using the work performed by an expert in a financial statement audit, the auditor and the audit firm should obtain sufficient appropriate audit evidence that such work is adequate for the purposes of the audit.


03. This VSA 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 using the work of an expert during an audit of financial statements. 


It is expected that the audited entity and users of the audit report should possess essential knowledge of this VSA in working with the auditor and audit firm and in dealing with the relations in using the work of an expert during an audit of financial statements. 


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


04. Expert means a person or firm possessing special skill, knowledge and experience in a particular field other than accounting and auditing.


05. An expert may be:


a) engaged by the entity;


b) engaged by the audit firm; or


c) employed by the entity;

d) employed by the audit firm, or


e) an organization or individual other than employed by the entity and the audit firm.

contents of the vsa


DETERMINING THE NEED TO USE THE WORK OF AN EXPERT

06. During the audit, the auditor and the audit firm may need to obtain audit evidence in the form of reports, opinions, valuations and statements of an expert. Examples are:


- Valuations of certain types of assets, for example, land and buildings, plant and machinery, works of art, and precious stones.


- Determination of the remaining useful life of machinery and equipment


- Determination of quantities or physical condition of assets, for example, minerals stored in stockpiles, underground mineral and petroleum reserves.


- Determination of amounts using specialized techniques or methods, for example, an actuarial valuation.


- The measurement of work completed and to be completed on contracts in progress.


- Legal opinions concerning interpretations of agreements, statutes and regulations.


07.When determining the need to use the work of an expert, the auditor and the audit firm would consider:


a) the materiality of the financial statement item being considered;


b) the risk of misstatement based on the nature and complexity of the matter being considered; and


c) the quantity and quality of other audit evidence available.


COMPETENCE AND OBJECTIVITY OF THE EXPERT

08. When planning to use the work of an expert, the auditor and the audit firm should assess the professional competence of the expert. This will involve considering the expert’s:


a) professional certification or licensing by, or membership in, an appropriate professional body; and


b) experience and reputation in the field in which the auditor is seeking audit evidence.


09. The auditor and the audit firm should assess the objectivity of the expert.


The risk that an expert’s objectivity will be impaired increases when the expert is:

a) employed by the entity or the audit firm, or


b) related to the entity in financial terms, such as having an investment, share capital or lending; or family relations, such as being a parent, spouse, child, sibling, etc of the management members, including the chief accountant).


10. If the auditor is concerned regarding the competence or objectivity of the expert, the auditor needs to discuss any reservations with management and consider whether sufficient appropriate audit evidence can be obtained concerning the work of an expert. The auditor and the audit firm may need to undertake additional audit procedures or seek audit evidence from another expert.


SCOPE OF THE EXPERT’S WORK

11. The auditor and the audit firm should obtain sufficient appropriate audit evidence that the scope of the expert’s work is adequate for the purposes of the audit. Audit evidence may be obtained through a review of the terms of reference which are often set out in written instructions from the entity to the expert.  Such instructions to the expert may cover matters such as:


- The objectives and scope of the expert’s work.


- A general outline as to the specific matters the auditor expects the expert’s report to cover.


- The intended use by the auditor and the audit firm of the expert’s work, including the possible communication to third parties of the expert’s identity and extent of involvement.


- The extent of the expert’s access to appropriate records and files.


- Clarification of the expert’s relationship with the entity, if any.


- Confidentiality of the entity’s information.


- Information regarding the assumptions and methods intended to be used by the expert and their consistency with those used in prior periods.


In the event that these matters are not clearly set out in written instructions to the expert, the auditor may need to communicate with the expert directly to obtain audit evidence in this regard.


ASSESSING THE WORK OF THE EXPERT

12. The auditor and the audit firm should assess the appropriateness of the expert’s work as audit evidence regarding the financial statement assertion being considered. This will involve assessment of whether the substance of the expert’s findings is properly reflected in the financial statements or supports the financial statement assertions, and consideration of:


- Source data used.


- Assumptions and methods used and their consistency with prior periods.


- Results of the expert’s work in the light of the auditor’s overall knowledge of the business and of the results of other audit procedures.


13. When considering whether the expert has used source data which is appropriate in the circumstances, the auditor and the audit firm would consider the following procedures:


a) making inquiries regarding any procedures undertaken by the expert to establish whether the source data is sufficient, relevant and reliable; and


b) reviewing or testing the data used by the expert.


14. The appropriateness and reasonableness of assumptions and methods used and their application are the responsibility of the expert. The auditor and the audit firm do not have the same expertise and, therefore, cannot always challenge the expert’s assumptions and methods. However, the auditor and the audit firm will need to obtain an understanding of the assumptions and methods used and to consider whether they are appropriate and reasonable, based on the auditor’s knowledge of the business and the results of other audit procedures.


15. If the results of the expert’s work do not provide sufficient appropriate audit evidence or if the results are not consistent with other audit evidence, the auditor and the audit firm should resolve the matter. This may involve discussions with the entity and the expert, applying additional procedures, including possibly engaging another expert, or modifying the audit report.


REFERENCE TO AN EXPERT IN THE AUDITOR’S REPORT

16. When issuing an unmodified audit report, the auditor should not refer to the work of an expert. Such a reference might be misunderstood to be a qualification of the auditor’s opinion or a division of responsibility, neither of which is intended.


17. If, as a result of the work of an expert, the auditor and the audit firm decide to issue a modified auditor’s report, in some circumstances it may be appropriate, in explaining the nature of the modification, to refer to or describe the work of the expert (including the identity of the expert and the extent of the expert’s involvement). In these circumstances, the auditor and the audit firm would obtain the permission of the expert before making such a reference. If permission is refused and the auditor and the audit firm believe a reference is necessary, the auditor may need to seek legal advice.
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STANDARD 710

comparatives
(Issued in pursuance of the Minister of Finance Decision No. 03/2005/QD-BTC dated 18 January 2005)

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 regarding comparatives in an audit of financial statements. 


This VSA does not deal with situations when summarized financial statements are presented with the audited financial statements.

02. The auditor and the audit firm should determine whether the comparatives comply in all material respects with Vietnamese Accounting Standards relevant to the preparation and disclosure of the financial statements being audited.


03. Comparatives in financial statements, for example, may present amounts (such as financial position, results of operations, cash flows) and appropriate disclosures in an explanatory form of an entity for more than one period, depending on the standard on financial statements presentation. The frameworks and methods of presentation are referred to in this VSA as follows:

a. Corresponding Figures where amounts and other disclosures for the preceding period are included as part of the current period financial statements, and are intended to be read in relation to the amounts and other disclosures relating to the current period (referred to as “current period figures” for the purpose of this VSA). These corresponding figures are not presented as complete financial statements capable of standing alone, but are an integral part of the current period financial statements intended to be read only in relationship to the current period figures; and


b. Comparative Financial Statements where amounts and other disclosures for the preceding period are included for comparison with the financial statements of the current period, but do not form part of the current period financial statements.


(Refer to Appendix 1 to this VSA for brief formats of comparative financial statements)


04. Comparatives are presented in compliance with the relevant financial reporting framework. The essential audit reporting differences are that:


a. for corresponding figures, the auditor’s report only refers to the financial statements of the current period; whereas


b. for comparative financial statements, the auditor’s report refers to each period that financial statements are presented.


Contents of the vsa


Corresponding Figures


The Auditor and Audit Firm’s Responsibilities


05. The auditor should obtain sufficient appropriate audit evidence that the corresponding figures meet the requirements of the relevant financial reporting framework. The extent of audit procedures performed on the corresponding figures is significantly less than for the audit of the current period figures and is ordinarily limited to ensuring that the corresponding figures have been correctly reported and are appropriately classified. This involves the auditor and the audit firm assessing whether:


a. accounting policies used for the corresponding figures are consistent with those of the current period (or whether appropriate adjustments and/or disclosures have been made); and


b. corresponding figures agree with the amounts and other disclosures presented in the prior period or whether appropriate adjustments and/or disclosures have been made.


06. When the financial statements of the prior period have been audited by another auditor, the incoming auditor assesses whether the corresponding figures meet the conditions specified in paragraph 05 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


07. When the financial statements of the prior period were not audited, the incoming auditor and audit firm nonetheless assesses whether the corresponding figures meet the conditions specified in paragraph 05 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


08. If the auditor becomes aware of a possible material misstatement in the corresponding figures when performing the current period audit, the auditor performs such additional procedures as are appropriate in the circumstances.


Reporting


09. When the comparatives are presented as corresponding figures, the auditor and the audit firm should issue an audit report in which the comparatives are not specifically identified because the auditor’s opinion is on the current period financial statements as a whole, including the corresponding figures.


10. The auditor's report would make specific reference to the corresponding figures only in the circumstances described in paragraphs 11, 12, 14(b), and 15 through 18.

11. When the auditor’s report on the prior period, as previously issued, included a qualified opinion, disclaimer of opinion, or adverse opinion and the matter which gave rise to the modification is:


a. unresolved, and results in a modification of the auditor’s report regarding the current period figures, the auditor’s report should also be modified regarding the corresponding figures; or


b. unresolved, but does not result in a modification of the auditor’s report regarding the current period figures, the auditor’s report should be modified regarding the corresponding figures.


12. When the auditor’s report on the prior period, as previously issued, included a qualified opinion, disclaimer of opinion, or adverse opinion and the matter which gave rise to the modification is resolved and properly dealt with in the financial statements, the current report does not ordinarily refer to the previous modification. However, if the matter is material to the current period, the auditor may include an emphasis of matter paragraph dealing with the situation.


13. In performing the audit of the current period financial statements, the auditor, in certain unusual circumstances, may become aware of a material misstatement that affects the prior period financial statements on which an unmodified report has been previously issued.


14. In such circumstances, the auditor should consider the guidance in VSA 560, Subsequent Events, and

a. if the prior period financial statements have been revised and reissued with a new auditor’s report, the auditor should be satisfied that the corresponding figures agree with the revised financial statements; or


b. if the prior period financial statements have not been revised and reissued, and the corresponding figures have not been properly restated and/or appropriate disclosures have not been made, the auditor should issue a modified report on the current period financial statements modified with respect to the corresponding figures included therein.


15. If, in the circumstances described in paragraph 13, the prior period financial statements have not been revised and an auditor’s report has not been reissued, but the corresponding figures have been properly restated and appropriate disclosures have been made in the current period financial statements, the auditor may include an emphasis of matter paragraph describing the circumstances and referencing to the appropriate disclosures. In this regard, the auditor also considers the guidance in VSA 560, Subsequent Events.


Incoming Auditor  - Additional Requirements


Prior Period Financial Statements Audited by Another Auditor


16. The incoming auditor is permitted to refer to the predecessor auditor’s report on the corresponding figures in the incoming auditor’s report for the current period. When the auditor decides to refer to another auditor, the incoming auditor’s report should indicate:


a. that the financial statements of the prior period were audited by another auditor;


b. the type of report issued by the predecessor auditor and, if the report was modified, the reasons therefor; and


c. the date of that report.


Prior Period Financial Statements Not Audited


17. When the prior period financial statements are not audited, the incoming auditor should state in the auditor’s report that the corresponding figures are unaudited. Such a statement does not, however, relieve the auditor of the requirement to perform appropriate procedures regarding opening balances of the current period.  Clear disclosure in the financial statements that the corresponding figures are unaudited is encouraged.


18. In situations where the incoming auditor identifies that the corresponding figures are materially misstated, the auditor should request management to revise the corresponding figures or, if management refuses to do so, appropriately modify the report.


Comparative Financial Statements


The Auditor and Audit Firm's Responsibilities 


19. The auditor should obtain sufficient appropriate audit evidence that the comparative financial statements meet the requirements of the relevant financial reporting framework.  This involves the auditor assessing whether:


a. accounting policies of the prior period are consistent with those of the current period or whether appropriate adjustments and/or disclosures have been made; and


b. prior period figures presented agree with the amounts and other disclosures presented in the prior period or whether appropriate adjustments and disclosures have been made.


20. When the financial statements of the prior period have been audited by another auditor and audit firm, the incoming auditor assesses whether the comparative financial statements meet the conditions in paragraph 19 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


21. When the financial statements of the prior period were not audited, the incoming auditor nonetheless assesses whether the comparative financial statements meet the conditions specified in paragraph 19 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


22. If the auditor becomes aware of a possible material misstatement in the prior year figures when performing the current period audit, the auditor performs such additional procedures as are appropriate in the circumstances.


Reporting


23. When the comparatives are presented as comparative financial statements, the auditor should issue a report in which the comparatives are specifically identified because the auditor’s opinion is expressed individually on the financial statements of each period presented. Since the auditor’s report on comparative financial statements applies to the individual financial statements presented, the auditor and the audit firm may express a qualified or adverse opinion, disclaim an opinion, or include an emphasis of matter paragraph with respect to one or more financial statements for one or more periods, while issuing a different report on the other financial statements.


24. When reporting on the prior period financial statements in connection with the current year’s audit, if the opinion on such prior period financial statements is different from the opinion previously expressed, the auditor and the audit firm should disclose the substantive reasons for the different opinion in an emphasis of matter paragraph. This may arise when the auditor becomes aware of circumstances or events that materially affect the financial statements of a prior period during the course of the audit of the current period.


Incoming Auditor - Additional Requirements


Prior Period Financial Statements Audited by Another Auditor


25. When the financial statements of the prior period were audited by another auditor,


a. the predecessor auditor may reissue the audit report on the prior period with the incoming auditor only reporting on the current period; or


b. the incoming auditor’s report should state that the prior period was audited by another auditor and the incoming auditor’s report should indicate:


i. that the financial statements of the prior period were audited by another auditor;


ii. the type of report issued by the predecessor auditor and if the report was modified, the reasons therefor; and


iii. the date of that report.


26.In performing the audit on the current period financial statements, the incoming auditor, in certain unusual circumstances, may become aware of a material misstatement that affects the prior period financial statements on which the predecessor auditor had previously reported without modification.

27.In these circumstances, the incoming auditor should discuss the matter with management and, after having obtained management’s authorization, contact the predecessor auditor and propose that the prior period financial statements be restated. If the predecessor agrees to reissue the audit report on the restated financial statements of the prior period, the auditor should follow the guidance in paragraph 25.

28. If, in the circumstances discussed in paragraph 26, the predecessor does not agree with the proposed restatement or refuses to reissue the audit report on the prior period financial statements, the introductory paragraph of the auditor’s report may indicate that the predecessor auditor reported on the financial statements of the prior period before restatement.  In addition, if the incoming auditor is engaged to audit and applies sufficient procedures to be satisfied as to the appropriateness of the restatement adjustment, the auditor may also include the following paragraph in the report:


"We also audited the adjustments described in Note X that were applied to restate the 20X0 financial statements. In our opinion, such adjustments are appropriate and have been properly applied."


Prior Period Financial Statements Not Audited


29. When the prior period financial statements are not audited, the incoming auditor should state in the auditor’s report that the comparative financial statements are unaudited. Such a statement does not, however, relieve the auditor of the requirement to carry out appropriate procedures regarding opening balances of the current period. Clear disclosure in the financial statements that the comparative financial statements are unaudited is encouraged.

30. In situations where the incoming auditor identifies that the prior year unaudited figures are materially misstated, the auditor should request management to revise the prior year’s figures or if management refuses to do so, appropriately modify the report.


APPENDIX 01

DISCUSSION OF FINANCIAL REPORTING FRAMEWORKS FOR COMPARATIVES

1. Comparatives covering one or more preceding periods provide the users of financial statements with information necessary to identify trends and changes affecting an entity over a period of time.


2. Under financial reporting frameworks, comparability and consistency are desirable qualities for financial information. Comparability is the quality of having certain characteristics in common and comparison is normally a quantitative assessment of the common characteristics. Consistency is a quality of the relationship between two accounting numbers. Consistency (for example, consistency in the use of accounting principles from one period to another, the consistency of the length of the reporting period, etc.) is a prerequisite for true comparability.


3. There are two broad financial reporting frameworks for comparatives: the corresponding figures and the comparative financial statements.


4. Under the corresponding figures framework, the corresponding figures for the prior period(s) are an integral part of the current period financial statements and have to be read in conjunction with the amounts and other disclosures relating to the current period. The level of detail presented in the corresponding amounts and disclosures is dictated primarily by its relevance to the current period figures.


5. Under the comparative financial statements framework, the comparative financial statements for the prior period(s) are considered separate financial statements. Accordingly, the level of information included in those comparative financial statements (including all statement amounts, disclosures, footnotes and other explanatory statements to the extent that they continue to be of significance) approximates that of the financial statements of the current period.


APPENDIX 02

EXAMPLE AUDITOR’S REPORTS
(Comparatives)


Example 01: Report for the circumstances described in paragraph 11a

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On the financial statements of abc Company

for the year…


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 together with the appended notes. 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.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion. 


As discussed in Note X to the financial statements, no depreciation has been provided in the financial statements which practice, in our opinion, is not in accordance with Vietnamese Accounting Standards.  This is the result of a decision taken by management at the start of the preceding financial year and caused us to qualify our audit opinion on the financial statements relating to that year.  Based on the straight-line method of depreciation and annual rates of 5% for the building and 20% for the equipment, the loss for the year should be increased by VNDXXX in 20X1 and VNDXXY in 20X0, the fixed assets should be reduced by accumulated depreciation of VNDXXX in 20X1 and VNDXXY in 20X0, and the accumulated loss should be increased by VNDXXX in 20X1 and VNDXXY in 20X0.


Qualified Opinion

In our opinion, except for the effect on the financial statements of the matter referred to in the preceding paragraph, the financial statements give a true and fair view, in all material respects, of 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 the current Vietnamese Accounting Standards and Regulations and other relevant legislation.

		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day... month... year ...

		

		





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


Example 02: Report for the circumstances described in paragraph 11b

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On the financial statements of ABC Company

for the year…


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 together with the appended notes. 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.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Because we were appointed auditors of the Company during 20X1, we were not able to observe the counting of the physical inventories at the beginning of that (period) or satisfy ourselves concerning those inventory quantities by alternative means. Since opening inventories enter into the determination of the results of operations, we were unable to determine whether a revision of the auditor's report on the financial statements might be necessary for the year ended… 20X0.

Qualified Opinion


In our opinion, except for the effect on the corresponding figures for 20X0 of the adjustments, if any, which we might have determined to be necessary had we been able to observe beginning inventory quantities as at ..., the financial statements give a true and fair view, in all material respects, of 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 the current Vietnamese accounting standards and regulations and other relevant legislation.

		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day ... month ... year ...

		

		





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

Example 03: Report for the circumstances described in paragraph 23

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On The financial statements of abc Company

for the year…


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 together with the appended notes. 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 audits.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note X to the financial statements, no depreciation has been provided in the financial statements which practice, in our opinion, is not in accordance with Vietnamese Accounting Standards. Based on the straight-line method of depreciation and annual rates of 5% for the building and 20% for the equipment, the loss for the year should be increased by XXX in 20X1 and XXX in 20X0, the fixed assets should be reduced by accumulated depreciation of XXX in 20X1 and XXX in 20X0, and the accumulated loss should be increased by XXX in 20X1 and XXX in 20X0.


Qualified Opinion

In our opinion, except for the effect on the financial statements of the matter referred to in the preceding paragraph, the financial statements give a true and fair view, in all material respects, of the financial position of the Company as of December 31, 20X1 and 20X0, and of the results of its operations and its cash flows for the years then ended in accordance with the current Vietnamese accounting standards and regulations and other relevant legislations. 


		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day... month... year ...

		

		





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

Example 04: Example Report for the circumstances described in paragraph 16

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On The financial statements of abc Company

for the year…


To: 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 together with the appended notes 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. The financial statements of the Company as of December 31, 20X0, were audited by another auditor whose report dated March 31, 20X1 expressed an unqualified opinion on these financial statements.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Unqualified Opinion 


In our opinion, the financial statements give a true and fair view, in all material respects, of 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 the current Vietnamese accounting standards and regulations and other relevant legislation.


		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day ... month ... year ...

		

		





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

Example 05: Report for the circumstances described in paragraph 25b


		XYZ Company

		



		Address, tel. and fax, email 

		



		No.:.......................................

		





AUDITOR’S REPORT


On the financial statements of abc company

for the year…


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 together with the appended notes. 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. The financial statements of the Company as of December 31, 20X0, were audited by another auditor whose report dated March 31, 20X1 expressed a qualified opinion due to their disagreement as to the adequacy of the provision for doubtful receivables.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion. 


The receivables referred to above are still outstanding at December 31, 20X1 and no provision for potential loss has been made in the financial statements. Accordingly, the provision for doubtful receivables at December 31, 20X1 and 20X0 should be increased by XXX, the net profit for 20X0 decreased by XXX and the retained earnings at December 31, 20X1 and 20X0 reduced by XXX.


Qualified Opinion 


In our opinion, except for the effect on the financial statements of the matter referred to in the preceding paragraph, the 20X1 financial statements referred to above give a true and fair view, in all material respects, of 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 the current accounting standards and regulations and other relevant legislations.


		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day... month... year ...

		

		





(*) It may be relevant to specify the name of XYZ Audit Firm.
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STANDARD 930

ENGAGEMENT TO COMPILE FINANCIAL INFORMATION
(Issued in pursuance of the Minister of Finance Decision No. 03/2005/QD-BTC dated 18 January 2005)

General

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance on the professional responsibilities of public practice accountants and accounting service firms (hereinafter jointly referred to as the accountant) when an engagement to compile financial information is undertaken and the form and content of the report the accountant issues in connection with such a compilation.

This standard also constitutes a basis for the audit firm and the auditor to implement engagements to compile financial information or audit financial statements of entities using service organizations.

02. The accountant (also the auditor and the audit firm) should comply with this VSA in implementing engagements to compile financial information.

03. This VSA is directed toward the compilation of financial information and also applies to engagements to compile non-financial information, provided the accountant has adequate knowledge of the subject matter in question. Engagements to provide limited assistance to a client in the preparation of financial statements (for example, on the selection of an appropriate accounting policy) do not constitute an engagement to compile financial information.

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


04. Engagements to compile financial information means engagements including the preparation of part or the whole set of financial statements, combined financial statements or the collection, classification and summarization of other financial information.

contents of the vas

Objective of a Compilation Engagement


05. The objective of a compilation engagement is for the accountant to use accounting expertise, as opposed to auditing expertise, to collect, classify and summarize financial information. This ordinarily entails reducing detailed data to a manageable and understandable form without a requirement to test the assertions underlying that information. The procedures employed are not designed and do not enable the accountant to express any assurance on the financial information.

General Principles of a Compilation Engagement


06. The accountant should comply with the code of ethics for professional accountants in conducting engagements to compile financial information as follows:

a. independence;

b. integrity;


c. objectivity;


d. professional competence and due care;


e. confidentiality;


f. professional behavior; and


g. technical standards.


Where the accountant is not independent, a statement to that effect would be made in the accountant’s report.


07. The accountant engaged in compiling financial information should issue a report on the completed compilation engagement (Appendix 02).


Defining the Terms of the Engagement


08. The accountant should ensure that there is a clear understanding between the client and the accountant regarding the terms of the engagement. Matters to be considered include the:


• Nature of the engagement including the fact that neither an audit nor a review will be carried out and that accordingly no assurance will be expressed.


• Fact that the engagement cannot be relied upon to disclose errors or fraud.


• Nature of the information to be supplied by the client.


• Fact that management is responsible for the accuracy and completeness of the information supplied to the accountant for the completeness and accuracy of the compiled financial information.


• Basis of accounting on which the financial information is to be compiled and the fact that it, and any known departures therefrom, will be disclosed.


• Intended use and distribution of the information, once compiled.


• Form of report to be rendered and responsibilities of the accountant whose name is  associated therewith.


09. An engagement to compile financial information is in accordance with VSA 210, Terms of Audit Engagements, with major requirement stated at Appendix 01. 


Planning


10. The accountant should plan the work so that an effective engagement will be performed. The planning procedures are in accordance with VSA 300, Audit Planning. 


Documentation


11. The accountant should document matters which are important in providing evidence that the engagement was carried out in accordance with this VSA and the terms of the engagement. Documentation procedures are in accordance with VSA 230, Documentation.

Procedures


12. The accountant should obtain a general knowledge of the business and operations of the entity and should be familiar with the accounting principles and practices of the industry in which the entity operates and with the form and content of the financial information that is appropriate in the circumstances.

13. To compile financial information, the accountant requires a general understanding of the nature of the entity’s business transactions, the form of its accounting records and the accounting basis on which the financial information is to be presented. The accountant ordinarily obtains knowledge of these matters through experience with the entity or inquiry of the entity’s personnel.


14. Other than as noted in this VSA, the accountant is not ordinarily required to:


a. make any inquiries of management to assess the reliability and completeness of the information provided;


b. assess internal controls;


c. verify any matters; or


d. verify any explanations.


15. If the accountant becomes aware that information supplied by management is incorrect, incomplete, or otherwise unsatisfactory, the accountant should consider performing the procedures set out in paragraph 14 and request management to provide additional information. If management refuses to provide additional information, the accountant should withdraw from the engagement, informing the entity of the reasons for the withdrawal.

16. The accountant should read the compiled information and consider whether it appears to be appropriate in form and free from obvious material misstatements. In this sense, misstatements include:


a. Mistakes in the application of the identified financial reporting framework.


b. Nondisclosure of the financial reporting framework and any known departures therefrom.


c. Nondisclosure of any other significant matters of which the accountant has become aware.


The accounting standards applied and other information on such application should be disclosed in the footnotes to the financial information, though their effects need not be quantified.


17. If the accountant becomes aware of material misstatements, the accountant should try to agree appropriate amendments with the entity. If such amendments are not made and the financial information is considered to be misleading, the accountant should withdraw from the engagement.


Responsibility of Management


18. The accountant should obtain an acknowledgment from management of its responsibility for the appropriate presentation of the financial information and of its approval of the financial information. Such acknowledgment may be provided by representations from management which cover the accuracy and completeness of the underlying accounting data and the complete disclosure of all material and relevant information to the accountant.


Reporting on a Compilation Engagement


19. Reports on compilation engagements should contain the following:


a. Accounting service firm's name and address;


b. report number;


c. report title;

d. addressee;


e. a statement that the engagement was performed in accordance with VSA 930, Engagements to Compile Financial Information;


f. when relevant, a statement that the accountant is not independent of the entity;


g. identification of the financial information noting that it is based on information provided by management;


h. a statement that management is responsible for the financial information compiled by the accountant;


i. a statement that neither an audit nor a review has been carried out and that accordingly no assurance is expressed on the financial information;


j. a paragraph, when considered necessary, drawing attention to the disclosure of material departures from the identified financial reporting framework;


k. date of the report;


l. signature, full name, professional license no. of the accountant; and signature, full name, professional license no. of Director (or entity representative) and seal of the accounting service firm.


Appendix 2 to this VSA contains examples of compilation reports.


20. The financial information compiled by the accountant should contain a reference such as “Unaudited,” “Compiled without Audit or Review” or “Refer to Compilation Report” on each page of the financial information or on the front of the complete set of financial statements.


APPENDIX 01

EXAMPLES OF CONTRACT FOR COMPILATION ENGAGEMENT
(For guidance and reference)

		Accounting service firm …

		

		SOCIALIST REPUBLIC OF VIETNAM



		Address, tel and fax……………...

		

		Independence - Freedom - Happiness



		No.:……………………………......

		

		------------------



		

		

		…,  day… month… year…





CONTRACT FOR COMPILATION ENGAGEMENT

Pursuant to Economic Contract Ordinance and Decree No… dated… of the Government specifying the detailed implementation of the Economic Contract Ordinance;


Pursuant to Accounting Law dated June 17, 2003 and Decree No. 129/2004/ND-CP dated May 31, 2004 of the Government specifying details and providing guidance on the implementation of Accounting Law for business activities; and,


Pursuant to VSA 930, Engagements to Compile Financial Information,


This memorandum of contract is made by and between 


Party A: 
Company… (hereinafter referred to as Party A)


Represented by
: ………………………………………………

Position
: ………………………………………………

Tel.

: ………………………………………………

Fax

: ………………………………………………

Address: ………………………………………………

Account No. : ………….… At Bank of ……………………

Party B: 
Accounting service firm… (hereinafter referred to as Party B)


Represented by
: ………………………………………………

Position
: ………………………………………………

Tel.

: ………………………………………………

Fax

: ………………………………………………

Address: ………………………………………………

Account No.: ………….… At Bank of……………………

Upon agreement, the parties hereto hereby sign this contract with the terms and conditions specified as follows:


Article 1: Description of Services


Party B shall provide Party A with the compilation service as follows:


……..……………………………………………………………


Article 2: Governing Laws and Standards


The compilation service shall be conducted in accordance with VSA 930, Engagements to Compile Financial Information, and related Vietnamese Accounting Standards. 


Article 3: Responsibilities of the Parties


3.1. Party A shall:


- supply Party B information for the preparation of financial statements and have responsibity for the accuracy and completeness of the information supplied and data combined by Party B in respect of a third party. Such information shall be formed in accordance with the current accounting standards and regulations;


- open appropriate accounting books, maintain internal control procedures, and select and apply suitable accounting policies;


- delegate responsibility personnel to work with and supply Party B accounting data  and other information to enable Party B to prepare financial statements. 


- …


3.2. Party B shall:


- prepare the balance sheet as at December 31, 200X, the related statements of income and cash flows for the year then ended and the appended notes. These financial statements are compiled in accordance with the accounting standards and regulations and VSA 930, Engagements to Compile Financial Information.


- not perform audit procedures or limited examination of these financial statements, and hence shall not provide assurance on the financial statements.  


- inform Party A of the finding of errors, frauds or breaches of provisions of law,


- state in the financial statements prepared by Party B, or disclose in the compilation report all departures from, and breaches of, the accounting standards and regulations. 


- …


Article 4: Reporting 


Upon completion of the engagement to compile financial information, Party B shall deliver to Party A:


- a compilation report; and


- the financial statements prepared by Party B.


Article 5: Fee and Payment Method


- The total fee is:.......................................................... (In words:.........................................)


- Payment of the fee shall be made… (as agreed). 


Article 6: Commitments and Due Dates


Both parties commit to implement all articles as set forth herein. During the implementation, either party should be kept promptly informed of any problems that might obstruct the successful completion of the engagement to discuss possible solutions. Information shall be directed to the other party in writing at the above address. 


The engagement shall be completed within … days beginning the date of this contract. 



Article 7: Effectiveness, Language and Duration of Contract


This contract is made in… copies in Vietnamese and… copies in… (English), of which the Vietnamese version shall be binding in case of misinterpretation and shall come into full force upon the second signature and seal. Either party shall retain… copies in Vietnamese and… copies in… (English).

This contract shall remain in effect until certification of completion or cancellation of contract as may be agreed by both parties.

		Party b


accounting service firm …

		

		Party A


Company …



		Director

		

		Director



		(Signature, full name and seal)

		

		(Signature, full name and seal)



		Accountant Practice Certificate No. (or CPA Certificate No. )

		

		





APPENDIX 02

EXAMPLES OF COMPILATION REPORTS
Example 01: A report on an Engagement to Compile Financial Statements


		XYZ Accounting service firm

		



		Address, tel and fax, email

		



		No.:......................................

		





Compilation report


To: The Boards of Management and Directors of …

(Company name)


On the basis of information you provide, we (*) have compiled the balance sheet as at December 31, 200X, the related statements of income and cash flow and the notes to the financial statements (set out on pages from… to…) for the year then ended. The financial statements are compiled in accordance with VSA 930, Engagements to Compile Financial Information.  


Management is responsible for the preparation and disclosure of these financial statements. Our responsibility is to assist the management in fulfilling its responsibilities. We have not audited or reviewed these financial statements and accordingly expressed no assurance thereon.

		XYZ Accounting service firm

		…..., day... month... year ...



		Director

		Accountant



		(Signature, full name and seal)

		(Signature, full name and seal)



		Accountant Practice Certificate No. (or CPA Certificate No. )

		Accountant Practice Certificate No. (or CPA Certificate No. )





(*): It may be relevant to specify the name of XYZ Accounting Service Firm


Example 02: A report on an Engagement to Compile Financial Statements with an Additional Paragraph that Draws Attention to a Departure from the Identified Financial Reporting Framework


		XYZ Accounting services company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





Compilation report

To: The Boards of Management and Director of … (Company name)


On the basis of information you provide, we (*) have compiled the balance sheet as at December 31, 200X, the related statements of income and cash flow and the notes to the financial statements (set out on pages from… to…) for the year then ended. The financial statements are compiled in accordance with VSA 930, Engagements to Compile Financial Information”.

Management is responsible for the preparation and disclosure of these financial statements. Our responsibility is to assist the management in fulfilling its responsibilities. We have not audited or reviewed these financial statements and accordingly expressed no assurance thereon.

We draw attention to Note X to the financial statements because management has elected not to capitalize the leases on fixed assets, which is a departure from the current accounting standards and regulations underlying the preparation of the financial statements.


		xyz accounting service Co.

		…..., day ... month ... year ...



		Director

		Accountant



		(Signature, full name and seal)

		(Signature, full name and seal)



		Accountant Practice certificate No. (or cPA certificate No.)

		Accountant Practice Certificate No. (or cPA certificate No.)





(*): it may be relevant to specify the name of xyz accounting service company
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STANDARD 1000

Audit OF FINAL ACCOUNTS OF INVESTMENT
(Issued in pursuance of the Minister of Finance Decision No. 03/2005/QD-BTC dated 18 January 2005)

General

01. The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and fundamental principles and provide guidance on procedures to be followed by the audit firm and the auditor in an audit of final accounts of investment.


02. The auditor and the audit firm should adhere to the objectives and principles of auditing final accounts of investment, conduct the audit in the established processes and orders and provide an opinion on the integrity and reasonability of the final accounts of investment in accordance with prevailing statutory regulations, auditing standards and fundamental principles and procedures prescribed in this VSA.


03. This VAS applies to audits of final accounts of investment, which are reports on the investment costs of civil works and capital construction, development planning and other civil projects which have been completed.


- The auditor and audit firm should comply with the provisions of this VSA in auditing final accounts of investment.


- It is expected that the auditee (client) entity and users of the auditor's report should possess essential knowledge of the fundamental objectives and principles set out in this VSA in joining the auditor and the audit firm in the audit and dealing with the relations involving the audited information.


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


04. Final accounts of investment refers to the system of financial reports prepared in accordance with prevailing accounting standards and systems, financial regulations and relevant provisions of law for fair reflection of economic, financial information and other essential data of the investment process of construction works and projects.


05. Employer entity means the equity owner or the person charged with direct management and use of investment funds in accordance with the provisions of law.


06. Authorized approver of final accounts means the legal representative of a state or governmental agency or a business enterprise who is authorized to verify and approve final accounts of investment according to prevailing regulations on construction management.


07. Final accounts dossiers means all documents, papers and schedules necessarily prepared and gathered by Employer entity in relation to a completed civil work or project in accordance with prevailing regulations on investment costs settlement.

08. Settled investment costs refers to the total valid outlays incurred during the construction process to bring the work into intended use. Valid outlays are costs realized following approved design estimates, technical norms, unit prices, financial-accounting regulations, construction contracts and relevant statutory requirements. Settled investment costs are normally less than, or equal to, the total budget originally approved or subsequently revised for a particular civil work or project.


09. Technicians means individuals with qualified professional competency and skills on construction economy and technology, who are invited to undertake, or join the audit team in, the technical verification of a completed civil work or project.


Contents of the VSA


Objectives of an Audit of Final Accounts of Investment


10. The objective of an audit of final accounts of investment is to enable the auditor and audit firm to express an opinion as to whether the final accounts of investment have been prepared in accordance with established accounting standards and systems and current regulations on investment costs settlement; comply with the provisions of law and relevant regulations on construction management; and present fairly, in all material respects, the conditions and results of construction investments.


11.The opinion expressed by the auditor and audit firm would enhance the credibility of the final accounts of investment and create a basis for the authorized approver of final accounts to verify and approve the construction investment costs.

Fundamental Principles Underlying an Audit of Final Accounts of Investment


12. The principles underlying governing an audit of final accounts of investment are:


- Compliance with provisions of law;


- Compliance with the code of ethics for practicing auditors; and


- Application of existing auditing standards and adherence to the provisions of this VSA.


13. The auditor should show constant respects for and abide by the provisions of law in auditing final accounts of investment.


14. The auditor should comply with the Code of ethics for practicing auditors, which contains the underlying principles that follow:


a. Independence;


b. Integrity;


c. Objectivity;


d. Professional competence and due care;


e. Confidentiality;


f. Professional behaviour; and


g. Technical standards.


15. In auditing final accounts of investment, the auditor should apply the related Vietnamese standards on auditing, namely, Audit Engagements, Documentation, Planning, Knowledge of the Business, Audit Evidence, Audit Sampling and Other Selected Testing Procedures, Using the Work of an Experts, The Auditor's Reports on Financial Statements and other relevant standards.


Responsibility for Final Accounts of Investment and Final Accounts Dossiers 


16. The Director (or the leader) of the auditee entity (either Employer entity or Project management) is responsible to prepare and present final accounts of investment in accordance with accounting standards and systems, current regulations on investment costs settlement and relevant provisions of law.


17. The Director (or the leader) of the auditee entity is responsible to make available to and provide the auditor with final accounts dossiers prepared in accordance with relevant regulations and other related documents, including minutes (if any) of previous examinations and investigations and take liability for the fairness, accurateness and timeliness of the dossiers and documents supplied to the auditor.


In the case of an entity failing to fully prepare the final accounts dossiers, an auditor can be engaged to provide advisory services of compliling final accounts dossiers as a separate contract unless otherwise the work is constructed with funds from the State budget. The auditor and audit firm which assist an entity in compiling such final accounts dossiers are not permitted to provide the entity with an audit of final accounts of investment.


18. The duty of the auditor and audit firm is to audit final accounts of investment and final accounts dossiers and express an opinion on the audited final accounts of investment.


19. The audit of final accounts of investment will not release the Director (or the leader) of the auditee entity from their responsibility for the final accounts of investment. 


Contract signing


20. It is required that a written contract be signed for a final accounts of investment audit between the audit firm and Employer entity before the performance of the audit. For a project subject to audit, an audit contract may be reached before the date of its completion. The audit contract should be clear with a description of works and duties of the involved parties, the forms of auditor's reports, the service fees and payment modes. In signing and implementing an audit contract, the auditor and audit firm should adhere to VSA 210, Audit Engagements.


(Refer to Appendix 01 for example of audit contract)


Procedures and Approaches of a Final Accounts of Investment Audit


21. In auditing final accounts of investment, the auditor and audit firm ordinarily follow the three-phase process that follows:


1) Planning phase


2) Testing phase


3) Conclusion phase


Phase 1.


PLANNING

22. An audit plan should be prepared for an audit of final accounts of investment of projects of A and B Groups according to prevailing regulations and should be communicated to the auditee entity for co-ordination. Planning should be adequately prepared, taking into accounts all material aspects of an audit; detection of risks, errors and inherent considerations to ensure the audit is completed as scheduled. The audit plan enables the auditor to assign work to assistants and technicians and coordinate with related personnel of the auditee entity.


For an audit of the final accounts of investment of a project of Group C, the audit firm should prepare an audit plan as suggested in paragraphs 21 - 29 herein to keep the audit work in line with the project's size and nature.


23. The scope of an audit plan will vary depending on the size, complexity of the audit and the auditor's knowledge and experience of the project under audit.


24. In planning an audit, the auditor should obtain an understanding of the project for an ascertain as to transactions, events and matters material to the final accounts of investment and measure their ability to perform the audit as originally planned.


25. The plan for an audit of final accounts of investment has two components:


• Overall audit plan;


• Audit program.


The preparation of such an audit plan should be in accordance with VSA 300, Planning. Below is some major guidance:


OVERALL AUDIT PLAN

26. The overall audit plan describes the scope and conduct of an audit. The overall audit plan will need to be sufficiently detailed to guide the development of the audit program. The form and content of an audit plan will vary depending on the size of the project and the complexity of the audit.

27. Matters to be considered by the auditor in developing the overall audit plan include:


Knowledge of the Project and the Entity under Audit


• The auditor's general understanding of construction management and changes in the construction management policies in the project implementing phase which cause significant impacts on the project.


• The auditor's understanding of the project's major features, which include such information as project characteristics; inception and completion dates; total investment budgets and resources; number of construction works and contractors involved; bid selection methods; major revisions and supplementations required during the investment process; and the manner in which the project is managed, etc.

• The condition of final accounts dossiers, e.g. whether they are already completed or being prepared, if so, identify the rate of completion.


• Managerial competency of Employer entity (project management).

Understanding the Accounting and Internal Control Systems


• The accounting policies adopted by the entity and changes in those policies.


• The effect of new accounting pronouncements.


• The auditor’s cumulative knowledge of the accounting and internal control systems and the relative emphasis expected to be placed on tests of control and substantive procedures.


To understand a project's condition and its accounting and internal control systems, the auditor would apply VSA 310, Knowledge of the Business.

Risk and Materiality


• The expected assessments of inherent and control risks and the identification of significant audit areas.


• The setting of materiality levels for audit purposes.


• The possibility of material misstatement, including the experience of past periods.


• Methods adopted for each segment of the audit work. 


To assess risks and determine materiality levels, the auditor and the audit firm would apply VSA 400, Risk Assessments and Internal Control; and VSA 320, Audit Materiality.


Coordination, Direction, Supervision and Review


• The involvement of technicians and specialists of other fields.

• Staffing requirements.


• Timing schedule.


• The co-ordination and involvement of clients in the audit.


Other Matters


• Conditions requiring special attention, such as the existence of related parties.


• The terms of the engagement and any statutory responsibilities.


• The nature and timing of reports or other communication with the entity that are expected under the engagement.


(Refer to Appendix 02 for example of overall audit plan)


AUDIT PLANNING 

28. An audit program sets out the nature, timing and extent of planned audit procedures required to implement the overall audit plan.


29. In preparing the audit program, the auditor would consider the specific assessments of inherent and control risks and the required level of assurance to be provided by substantive procedures.  The auditor would also consider:


• The timing of tests of controls and substantive procedures; and


• The coordination or any assistance expected from the client, the availability of assistance and the involvement of other auditors and technicians.


An audit firm's audit program, prepared by the auditor and the audit firm, may differ from those of other audit firms and be applied differently to each audit. The program should meet the audit objectives, be carried out in accordance with the audit plan and attain the desired effectiveness for the audit.


(Refer to Appendix 03 for example of audit program)


CHANGES TO THE OVERALL AUDIT PLAN AND AUDIT PROGRAM

30. The overall audit plan and the audit program should be revised as necessary during the course of the audit.  Planning is continuous throughout the engagement because of changes in conditions or unexpected results of audit procedures.  The reasons for significant changes would be recorded.


Phase 2. 


TESTING

SUPPLY OF FINAL ACCOUNTS DOSSIERS

31. Before the start of an audit, the auditor would require the auditee entity to supply the whole set of final accounts dossiers. Upon receipt of the final accounts dossiers, the auditor and the entity should prepare a documents transfer-receipt minute for documentation. A set of final accounts dossiers is, as statutorily prescribed, composed of such documents and working papers as 


• Request for approval of final accounts;


• Final accounts of investment;


• Legal documents on construction works, projects under audit;


• Construction contracts, contract liquidations with organizations, individuals involved in the project implementation;


• Minutes on test-transfer by phases and hand-over of work for the project as a whole;


• A-B finalized accounts, hand-over minutes of completed works for a project packages; and


• Such other related documents as designs, estimates, addenda, bid dossiers, as-built documents, logbooks...


32. As with sizeable projects (A, B Groups), before investigating documents, dossiers, final data and records, the auditor may use such procedures as observation, measurement, photographing or enquiry of user entities... As a consequence of these site activities, the auditor would take minutes or make reports as audit evidence for working papers in the documentation.


WORK CONTENTS OF AN AUDIT OF FINAL ACCOUNTS OF INVESTMENT

33. In the testing phase, the auditor would carry out the audit work according to the requirements, guidelines and instructions by the Ministry of Finance on the process of verifying final accounts of investment. The examination will focus on:


Legal Documents of Construction Project under Audit


• Review and check the list of written decisions and resolutions on project investment and legal documents realized during the construction process to relevant statutory regulations.


• Review the validity of project related documents with regards to the making, approval, authorization and type of the documents.


• Examine the legality and observance of bid regulations and service contracts entered into with consultants, constructors, suppliers and installers.


Upon examination of a project's legal documents, the auditor would comment on its compliance with the provisions of law on construction investment.


Investment Funds 


• Review and check the structure and the amount of funds realized or settled through the years by sources to the approved budget.


• Verify the appropriate use of funds against the funds structure authorized in investment decisions.


• Examine whether the movement of the project's investment funds is in line with established regulation and authorization.


Upon investigating a construction project's sources of fund, the auditor would render an opinion on the allocation, settlement, lending and use of these funding sources.


Investment Costs


• Verify whether finalized construction and installation costs are in agreement with the approved estimates, testing minutes, as-built drawings, variation reports; assess the compliance with statutory regulations on the application of price indexes, costs norms, inflation rates, surcharges (for appointed contractors), the application of tender prices (for tender contractors) and the observance of rules on constructors selection (appointed or tender); and examine whether the types of used materials are those named in respective construction designs, estimates, and bid documents.


• Verify whether equipment costs are in agreement with the quantities and amounts specified in supply contracts, purchase invoices, payment vouchers, and actual deliveries; determine whether such incidental costs as transportation, custody, insurance, maintenance, etc are relevant to service contracts, invoices, vouchers and in accordance with related regulations; and whether established regulations on suppliers selection (appointed or tender) are complied with.


• Verify whether other costs are in agreement with the approved estimates, and in accordance with statutorily set indexes, norms and standards; and whether established regulations on suppliers selection (appointed or tender) are complied with.

Investment Items Disqualified as Part of Constructed Assets


• Identify the portion of investment costs which is disqualified as part of the constructed assets as declined by Employer entity under current statutory regulations in terms of substances, causes, and basis for the disqualification of these costs and the authorization of their exclusion from the constructed assets.


• Review the costs of damage caused on account of unforeseeable circumstances which are subject to exclusion from the costs of constructed assets in terms of substances and amounts as measured and quantified by insurance companies for write-off against the investment costs (where the assets are underwritten).


• Investigate the amount of damage given up as resolved by competent authorities for exclusion from the cost of constructed assets in terms of substances and amounts against the relevant resolution; and the authorization by competent agencies for exclusion of the amount from the constructed assets.


Costs of Constructed Assets


• Check the listings and costs of constructed assets, including fixed and current items which are handed over to user or custodian entities, to hand-over minutes.


• Review the allocation of other costs to respective assets.


• Verify investment costs from which fixed assets and current assets are constituted.


• Investigate the conversion of the constructed assets costs in reference to the price ruling on the hand-over date as advised by the Ministry of Transport in the case of a project requiring an investment funds conversion. 


Receivables, Payables and Materials Left Over


• Verify payments made to respective contractors by items of work and cost to date, thereby to determine a listing of accounts due to and from respective contractors.


• Test balances of cash and bank and receipts to be handed over to the State budget.


• Quantify and value left over materials and equipment.


• Quantify and value items in use for management purposes.

EVIDENCE

34. In conducting an audit, the auditor and the audit firm should obtain sufficient appropriate audit evidence to be able to draw reasonable conclusions on which to base the audit opinion on final accounts of investment. The gathering and processing of evidence by the auditor and the audit firm should be in accordance with VSA500, Evidence; VSA530, Audit Sampling and Other Alternative Procedures; and VSA250, Consideration of Laws and Regulations in an Audit of Financial Statements. (Refer to paragraphs 35, 36 and 37 for major guidance)


35. Audit evidence means all written data, documentation, information and recorded images and voices which are obtained by the auditor from various sources, both internal and external, by means of control tests and substantive procedures. The procedures applied by the auditor to collect audit evidence include investigation, observation, inquiry, confirmation, re-computation and analytical procedures. Where disagreement exists between evidences collected from various sources, the auditor should take into account applying further alternative audit procedures to settle such disagreement and arrive at final conclusions. If failing to gather sufficient appropriate audit evidence about an assertion, the auditor and audit firm would express a modified opinion 


36. In gathering audit evidence, the auditor uses professional judgments to measure audit risk and design audit procedures to reduce audit risk to an acceptable level. When designing audit procedures, the auditor should determine appropriate means of selecting items from the population for testing. The means available to the auditor are:


1) Selecting all items (100% examination): This will be applied when the project is risky with indications of disputes, litigations or breaches of established regulations or has substandard works or when the client requires.

2) Selecting specific items: This will be applied to projects which are less risky, follow established procedures and policies or have a number of similar work items, etc. The auditor would only select items of significant values or with doubtful risk or apply random selection.

3) Statistical and non-statistical audit sampling: This will be applied to items with less probable error or with similar or repetitious nature. This method proves to be cost-effective but susceptible to audit risk.

37. The auditee entity is assumed to strictly comply with laws and regulations on construction investment. The auditor should work with professional due-care in detecting acts of non-compliance with laws and regulations which would cause misstatements material to the final accounts of investment.


The auditor should discuss any noncompliance with laws and regulations with the auditee entity and relevant competent authorities; should gather adequate appropriate evidence to support the degree of effect, material or immaterial, on the final accounts of investment. Upon detection of a material effect on the final accounts of investment which has not been revised or adjusted following the auditor's suggestion, the auditor and the audit firm would express a qualified opinion or an adverse opinion.

38. During the conduct of an audit, the auditor and audit firm use technicians other than employed by the audit firm, such as specialists in favor of the work part relevant to their professional competence. In this case the auditor and audit firm should adhere to VSA620, Using the Work of an Expert and VSA220, Quality Control for Audit Work. (Refer to paragraphs 39 and 40 for major guidance):


39. The quality of an audit depends on the qualification of auditors involves, the assignment of work and the outcome of such assignment:


a. The auditor, assistants and technicians should comply with the ethical standards, adhere to the principles of independence, integrity and objectivity; possess appropriate professional competence, prudence and confidentiality, have good professional behavior and comply with auditing standards.


b. The auditor should be tasked with works relevant to their professional competence, provided with adequate guidance and supervised on each step of work within a given audit process.


c. During the course of audit, any work beyond the auditor's capacity should be referred to specialists for advice. The auditor would refuse to accept a client request should it be against the provision of law or ethical standards.

40. As with a project or work which have been investigated or inspected by state agencies or involved with litigation or dispute, the auditor should have particular attention to the conclusion of such investigations or inspections or the settlement of the litigation/dispute and take into account the requests and petitions by Employer entity (Project management) for appropriate evidence for an audit opinion.

OBTAINING REPRESENTATIONS FROM THE AUDITOR OF THE AUDITEE ENTITY

41. The auditor and audit firm should obtain evidence that the Director (or the leader) of the auditee entity acknowledges their responsibility for the fair presentation of the final accounts of investment in accordance with prevailing accounting standards and systems and responsibility for the adequate provision of final accounts dossiers in accordance with the provisions of law and management representations on the final accounts of investment. The auditor can obtain such evidence from relevant minutes of meetings with client entities or by obtaining a written representation from management or a signed copy of the management report. In this case, the auditor and audit firm should adhere to VSA 580, Management Representations. (Refer to paragraphs 42, 43, 44 and 45 for major guidance)


42. Written representations requested from management may be limited to matters that are considered either individually or collectively material to the financial statements. Regarding certain items it may be necessary for the auditor and audit firm to inform management of the auditor’s understanding of materiality.


43. The auditor should keep in the documentation representations by the Director or a representative of the auditee entity in the form of summary of oral discussions or written representations for audit evidence. 


44. If management refuses to provide a representation that the auditor considers necessary, this constitutes a scope limitation and the auditor should express a qualified opinion or a disclaimer of opinion. In such circumstances, the auditor would evaluate any reliance placed on other representations made by management during the course of the audit and consider the degree of its effects on the final accounts of investment. 


Phase 3.


CONCLUSION

45. In concluding an audit, the auditor should implement the procedures that follow:


• Overall analyses and review of the audit results.


• Preparation of the auditor's report.


• Handling of works subsequent to issuance of the auditor's report.


OVERALL ANALYSES AND REVIEW OF THE AUDIT RESULTS

46. Analytical procedures should be applied during the process of planning an audit, examining the final accounts of investment, gathering evidence and particularly of overally analyzing, reviewing the audit results before the formation of an audit opinion. The application of analytical procedures throughout an audit should adhere to VSA520, Analytical Procedures. (Refer to paragraphs 47, 48, and 49 for major guidance).


47. Overall review and analysis of the audit results will assist the auditor in asserting the conclusions achieved as a result of the examination of the final accounts of investment to express an opinion on the integrity and reasonableness of the final accounts of investment. The overall review and analytical procedures are also aimed to issues which require further investigations.


48. When overall reviews and analytical procedures identify significant fluctuations or inconsistent relationships, the auditor should further investigate and obtain adequate audit evidence about the audit conclusions.


49. The auditor and audit firm should review and assess conclusions reached as a consequence of collected evidence and use these conclusions to base their opinion on the final accounts of investment.

In expressing an opinion, the auditor and audit firm will measure the relevance of the final accounts of investment to the prevailing accounting standards and systems, the integrity and reasonableness of the final accounts of investment as well as the entity's compliance with the investment procedures and processes under the provisions of laws in implementing the project.

REPORTING

50. The auditor's report on the final accounts of investment includes the basic elements of a financial statement auditor's report prepared in accordance with VSA700, The Auditor's report on Financial Statements, in the following layout:


a. Name and address of the audit firm


b. Reference number of report


c. Title of report


d. Addressee of report


e. Opening paragraph identifying:


• The objects of an audit of final accounts of investment; and


• The responsibility of the Director (or leader) of the auditee entity and that of the auditor and the audit firm. 


f. Scope and basis paragraph stating:


• The auditing standards based on which to conduct the audit; and


• Works and procedures performed by the auditor in the audit;


g. Opinion of the auditor and audit firm on the final accounts of investment audited


h. Place and date of the auditor's report


i. The auditor's signature, auditor practice certificate number and audit firm's seal


51. Further, the auditor's report on the final accounts of investment covers the following particular contents:


• Legal basis and final accounts dossiers


• Audit results reached in relation to the reported amounts of the final accounts of investment, as opposed to the corresponding audited figures


• The auditor's recommendations to Employer entity and those parties concerned with the final accounts of investment


52. The audit basis and final accounts dossiers will constitute documents collected by and furnished to the auditor to perform the audit using appropriate audit approaches and draw conclusions for an opinion on the final accounts of investment. The audit results and the auditor's opinion are dependent on the legal basis and final accounts dossiers so collected and furnished and therefore the auditor should identify the legal basis and the final accounts dossiers in the Scope and Basis paragraph in the auditor's report.

The legal basis and final accounts dossiers include:


• Prevailing statutory regulations on management of construction investment;

• Relevant legal documents of the project; and


• Final accounts dossiers prepared in accordance with the provisions of law.


53. The results of an audit of final accounts of investment will provide a basis for the authorized approver of final accounts to verify the investment funds. The auditor will identify the investment accounts as a result of their audit work in respect of the following:


• Compliance with the investment procedures and processes in the course of a construction project;


• Investment funds;


• Construction investment costs;


• Items excluded from the costs of constructed assets;


• Costs of the assets handed over to user entities; and


• Outstanding receivables and payables and left over materials, equipment.


54. The auditor should identify the figures produced by the entity prior to the audit commencement (final accounts), figures adjusted subsequent to the auditor's suggestions (audit results) provided in the auditor's report to premise their expression of opinions and provision of recommendations.


55. Where differences exist between the final accounts of investment and the audit results, the auditor should then draw up an attachment, which breaks down the differences and provides an account therefor. 


56. Where an amount advised by the auditor for adjustment is declined by the entity or accepted by the entity without subsequent adjustment being made to the final accounts of investment, the auditor should also draw such an attachment or should rather disclose the fact in the auditor's report. 


57. In expressing an opinion in the auditor's report on the final accounts of investment, the auditor and audit firm should adhere to VSA 700, The Auditor's report on Financial Statements. (Refer to paragraphs 58 through 66 for major guidance).


58. Depending on the examination processes and results, the auditor and the audit firm can give one of the following types of opinions on the final accounts of investment:


• Unqualified opinion


• Qualified opinion


• Disclaimer of opinion

• Adverse opinion

Unqualified opinion


59. An unqualified opinion should be expressed when the auditor and the audit firm concludes that the final accounts of investment give a true and fair view, in all material respects, of the finalization of investment funds by the project under audit in accordance with the prevailing accounting standards and systems and relevant statutory regulations.

60. An unqualified opinion is also expressed in the cases where the final accounts of investment contain misstatements as detected by the auditor, which have, upon their recommendations, been adjusted by the entity and that the adjusted accounts are accepted by the auditor. The wording for this paragraph should be "In our opinion, the final accounts of investment, upon the adjustment made thereon at the auditor's recommendation, with the total invested fund of VND…, give a true and fair view, in all material respects, of the finalization of investment funds at the reporting date, in accordance with prevailing accounting standards and systems and relevant statutory regulations.

61. The unqualified opinion does not necessarily mean that the final accounts of investment are completely accurate but that they may contain certain misstatements, which, in the auditor's judgments, are not material. (Refer to Appendix 04)


QUALIFIED OPINION

62. A qualified opinion is expressed in the auditor's report when the auditor and the audit firm determine that the final accounts of investment only give a true and fair view of the finalization of investment funds by the entity should it be affected by the "subject to" (or "except for") factors discussed in the auditor's report. This also means that if such factors raised therein had material impacts on the final accounts of investment, these accounts would fail to give a true and fair view in all material respects.


"Subject to" factors shows matters that are material but not as certain as the issues resolved by an authorized approver of final accounts of investment in connection with the investment costs of a construction item or work of the project. 


63. The "subject to" factors are normally associated with events predicted to be occurring in the future, which are beyond the auditor and the entity's controls, or matters remaining unidentified in prevailing statutory regulations the resolution of which rests with the jurisdiction of the person who resolves the matter. The expression of an opinion with "subject to" factor support the discharge of the auditor's responsibility in connection with the audit while still drawing the attention of users of the audited final accounts of investment for follow-up of any likely events or causing the authorized approver of the final accounts to formally resolve the issue.


Illustration of an auditor's report with "subject to" factors:


"In our opinion, in all material respects, the final accounts of investment upon the adjustment made thereon at the auditor's recommendation, with the total invested fund of VND… give a true and fair view, in all material respects, of the finalization of investment funds at the reporting date, in accordance with prevailing accounting standards and systems and relevant statutory regulations, subject to:


• The costs of Work Item A3 for which an addendum is pending approval in the amount of XY1VND as accepted by competent authorities;


• The intended costs for verifying the final accounts in the amount of XV2VND as will be approved by competent authorities when actually incurred; and


• The test-run costs in the amount of XY3VND as approved by competent authorities.

64. A qualified opinion should be expressed when the auditor concludes that an unqualified opinion cannot be expressed but that the effect of any disagreement with management, or limitation on scope is not so material and pervasive as to require an adverse opinion or a disclaimer of opinion. A qualified opinion should be expressed as being ‘except for’ the effects of the matter to which the qualification relates as "In our opinion, except for the effects (if any) of the matters referred to above, the final accounts of investment give a true and fair view, in all material respects,...

DISCLAIMER OF OPINION

65. A disclaimer of opinion should be expressed when the possible effect of a limitation on scope is so material and pervasive that the auditor is not furnished with sufficient final accounts dossiers in regards of such a large amount of items that the auditor is unable to express an opinion on the final accounts of investment, using a paragraph that reads "Because of the significance of the matters discussed in the preceding paragraph, we do not express an opinion on the final accounts of investment.”

AN ADVERSE OPINION 

66. An adverse opinion should be expressed when the effect of a disagreement is so material and pervasive to such a large amount of items that the auditor and the audit firm concludes that a qualification of the report is not adequate to disclose the misleading or incomplete nature of the final accounts of investment, using the paragraph that reads "In our opinion, due to the material effects of the matters referred to above, the final accounts of investment do not give a true and fair view, in all material respect,… ".


Whenever the auditor expresses an opinion that is other than unqualified, which are qualified, disclaimer of or adverse opinions, a clear description of all the substantive reasons should be included in the report and, unless impracticable, a quantification of the possible effect(s) on the final accounts of investment. Ordinarily, this information would be set out in a separate paragraph preceding the opinion paragraph.


TREATMENT OF EVENTS SUBSEQUENT TO THE AUDITOR'S REPORT DATE

67 Where errors are detected in connection with the audit results or an event is found as having material effects on the expressed audit opinion subsequent to the date of the auditor's report on the final accounts of investment, the auditor and audit firm can take the actions that follow:


a. Where the auditee entity accepts to revise the final accounts of investment, the auditor would re-issue the auditor's report in regards of the adjusted final accounts of construction and keep the addressees of the change of opinion. 


b. Where the entity would otherwise refuse to do so, the auditor would take all necessary measures to keep those who have received or will receive the audited final accounts of investment and the auditee entity promptly informed of the fact.

DOCUMENTATION

68. The auditor should obtain and record in the audit file all documentation and information which are important in providing evidence to support the audit opinion and evidence that the audit was carried out in accordance with VSAs. The audit documentation should be sufficiently complete and detailed to provide other auditors or examiners/reviewers with an overall understanding of the audit.


The auditor should prepare and maintain documentation on an audit of final accounts of investment in accordance with VSA230, Documentation. (Refer to paragraphs 69 through 77 for major guidance)


69. The auditor should obtain and record in the audit file all documents and information in relation to:


a. The audit planning;


b. The audit performance: nature, timing and extent of conducted audit procedures;


c. The results of procedures conducted;  


d. The conclusions drawn from the audit evidence obtained.


Audit documentation would include the auditor's reasoning on all significant matters which require the exercise of professional judgment, together with the auditor's conclusion thereon. In areas involving difficult questions of principle or judgment, documentation will record the relevant facts that were known by the auditor at the time the conclusions were reached. Audit documentation also records the results from tests and reviews of the quality of an audit by authorized persons as regulated by the audit firm.


70. Audit documentation is designed and organized in the format established by the audit firm. The auditor may utilize schedules, analyses, working papers and other documents prepared by the entity provided the auditor needs to be satisfied that those materials have been properly prepared. As required under the circumstances, the auditor should retain with the audit documentation the client's documents that the auditor finds necessary and essential for their opinion on the final accounts of investment.


71. Audit documentation should be prepared and arranged by respective clients and engagements according to the requirements and conditions of the auditor and the audit firm. The use of standardized working papers (checklists, specimen letters, standard working papers etc) may improve the efficiency with which such documentation is prepared and reviewed. They facilitate the delegation of work and control over quality. 


72. Audit documentation should be prepared and arranged into: 


• Permanent audit file; and


• Current audit file


73. Permanent audit files ordinarily include:


• Name and number of the documentation, date of preparation and filing.


• General information on the project and the auditee entity:


- Extracts or copies of important legal documents, agreements and minutes: project documents, investment decisions, design ratifications, budget estimations; tender plan resolutions; minutes of relevant management members meetings;


- Tax documents: written rules and policies applicable to the project as approved by competent authorities and documents on performance of annual tax obligations;


- Personnel and organization records: establishment decisions; names, addresses, functions and operation scope and organizational structure of the auditee entity; regulations on personnel and utilization of payrolls; 


- Internal rules on management of construction investment: processes of work verification and settlement; and


- Other related documents.


• Audit contracts, contract appendixes (if any), contract liquidations.


• Information on preparers, verifiers and reviewers of audit documentation:


- Names of the auditor and assistants involved in the audit performance and documents preparation;


- Names of the reviewer and date of review; and


- Name of the approver and date of approval.


• Audit planning:


- Evidence of the audit strategy and planning process, including the audit program and any changes thereto;


- Evidence about changes in the accounting and internal control systems of the auditee entity; and


- Evidence and conclusions of inherence and control risk assessments and any revisions thereof;


• The final accounts of investment prepared by the auditee entity prior to the audit.


• A summary of the audit results and draft and final audit reports.


• Representations letters by the Director (or leader) of the auditee entity.


• Written confirmations by the auditee entity and a third party. 


• Other documents.


74. Current audit files ordinarilly include:

• The audit program and related procedures performed and the results thereof.


• Documents and records pertaining to construction works and items, blue prints. individual estimates, tender invitations, test minutes, as-built drawings, work accounts.


• Computations by technicians.


• Working minutes in details.


• Other documents.


75. The auditor and the audit firm should keep the audit documentation confidential and safeguarded. Audit documentation should be retained over a period of 10 years or longer to meet the need of the audit practice and in accordance with the statutory regulations on the maintenance and filing of accounting documents and guidelines established by the accountancy bodies and audit firm. Audit documentation should be arranged and filed in a proper and orderly fashion to facilitate the accessibility and reference and gathered at the firm's achieve office. Where an audit firm has branches or offices in the localities, audit documentation should be kept at the office where the auditor's report is signed and stamped.

76. Audit documentation is the property of the auditor and audit firm. The client and third parties are entitled to access to and use of portion or extracts of the documentation upon the consents of the Director of the audit firm or otherwise under statutory or professional requirements. In no case is audit documentation a substitute for the client's accounting records or final accounts of investment.

77. As with an audit of the final accounts of investment of a C-group project, the audit firm should adhere to the guidelines provided for in paragraphs 68 through 76 of this standard to make the documentation taking into account the size of the project under audit.

78. Appendices:


Appendix 01 - Audit contract


Appendix 02 - Overall audit plan


Appendix 03 - Audit program


Appendix 04 - Auditor's report (unqualified opinion).

APPENDIX 01

Example OF Audit Contract
(For guidance and reference)

		Audit firm …..

		

		SOCIALIST REPUBLIC OF VIETNAM



		Address, tel. and fax, email…

		

		Independence - Freedom - Happiness



		No.        /HDKT

		

		------------------



		

		

		…, day … month … year …





Audit contract


(Audit of Final Accounts of Investment)


Project ................................................. of ......................................................


Pursuant to the Economic Contract Ordinance and Decree No... dated… of the Government specifying the implementation of the Economic Contract Ordinance;


Pursuant to Decree No. 105/2004/ND-CP dated 30 March 2004 of the Government on independent audit;

Pursuant to Decree No… dated… of the Government providing for investment and construction management;


In conformity with VSA 210, Term of Audit Engagement; and VSA 1000, Audit of Final Accounts of Investment.


Party A: Company (Project Management)………(hereinafter referred to as Party A)


Represented by:………………………………………….............

Position:.…………………………………………………………

Tel.:.……………………………………………………………...


Fax:.……………………………………………………………...


Address:.…………………………………………………………

Account No.:………… At Bank of ………………………..........

Party B: Audit Firm……………………… (Hereinafter referred to as Party B)


Represented by:………………………………………………….


Position:.…………………………………………………………

Tel.:.……………………………………………………………...


Fax:.……………………………………………………………...


Address:.…………………………………………………………

Account No.:……………… At Bank of ...……………………...

The parties hereby agree upon the following terms and conditions:


Article 1: Description of Services


Party B shall provide Party A with an audit of the final accounts of investment of Project… of...


Article 2: Governing Laws and Standards


The engagement is conducted in accordance with Vietnamese Accounting Standards and Vietnamese Standards on Auditing and in conformity with legal documents issued by the State for use in the field of capital construction, taking into account Party A’s circumstances and written agreements reached during the implementation. The audit results shall be objective, practical and confidential.

Those standards require that Party B plan and perform the audit to obtain reasonable assurance that the final accounts of investment are free of material misstatement. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the final accounts of investment.

Due to the inherent limitations associated to an audit and the accounting and internal control systems, there might be risks that are beyond the capacity of the auditor and the audit firm in the detection of material misstatement.

Article 3: Responsibilities of the Parties


3.1. Party A shall:


• retain and manage accounting vouchers and books, estimation documents, blue prints, final accounts and other dossiers and documents on the project as statutorily required;   


• supply Party B, in a timely manner, sufficient information and documents relating to the audit in accordance with the prevailing regulations, including project investment decisions, technical designs, budget estimations, as-built drawings, verification minutes, logbooks, A-B finalizations, final accounts of investment and other dossiers and records relating to the project and assume accountability for documents delivered to Party B,


• delegate responsible personnel to work with Party B to explain and measure work contents as may be required by Party B; 


• formally sign and stamp the final accounts of investment prior to producing them to Party B. The true and fair presentation of the financial statements and presentation of related information is the responsibility of Party A. This responsibility requires that the accounting and internal control systems should be appropriate, the selection and application of accounting policies adequate and the safeguarding of assets proper;

• require from time to time a written confirmation from Party A on the reliability of documents and information provided;


• delegate responsible personnel to work with and give Party B access to all accounting books and records, documents and other information required for the audit;

• facilitate Party B's observation and survey at site as may be required by Party B; and


• make full payment of the audit fee to Party B on a contractual basis.

3.2. Party B shall:


• ensure to follow the prevailing standards on auditing (as specified in Article 2);


• develop and inform Party A of the work contents and audit plan; implement the work according to plan and with respect to the principles of independence, objectiveness and confidentiality;


• keep regular communication and discussion with Party A for settlement of queries in the audit and meet the time table and work quality mutually agreed; and


• deliver the auditor's report to Party A as scheduled and assume responsibility for the integrity, objectivity, and validity of the information and data disclosed in the auditor's report;

Article 4: Reporting


Upon completion of the audit, Party B shall deliver to Party A:


• An auditor's report; and


• A management letter (if applicable) which discusses the findings and recommendations concerning the weaknesses noted aiming to further improving the accounting and internal control systems.

The auditor's report and management letter (if any) shall be prepared in… copies. Party A shall retain…. copies and Audit Firm… copies.

Article 5: Fee and Payment Method


• The total fee is:................... (In words:………………………)


• Payment of the fee shall be made… (As agreed).

The fee shall be paid either in cash or by transfer and billed in Vietnam dong (VND).

Article 6: Commitments and Due Dates


Both parties commit to implement all articles as set forth herein. During the implementation, either party should be kept promptly informed of any problems that might obstruct the successful completion of this contract to discuss possible solutions. Information shall be directed to the other party in writing at the above address.

The audit shall be due for completion within… days beginning...


Article 7: Effectiveness, Language and Duration of Contract


This contract shall be made in… copies and shall come into force upon the second signature and stamp. Either party shall retain… copies in Vietnamese.

This contract shall remain in effect until certification of completion or cancellation of contract as may be agreed by both parties.


		Party B

		

		Party A



		Audit firm

		

		.............................................



		Director

		

		Director



		(Full name, signature and seal)

		

		(Full name, signature and seal)





APPENDIX 02

EXAMPLE OF OVERALL AUDIT PLAN
(for guidance and reference)


Audit firm


OVERALL AUDIT PLAN


		Client entity:

		Prepared by

		Date



		Project:

		Approved by

		Date





1. Information about the client and the project:


Client name:.......................................................................................................................

Head office: ......................................................................................................................

Phone no: ...................... Fax no:......................Email:......................................................

Tax code: ..........................................................................................................................

Operation license (Investment license, business registration certificate)........................

Project name: ...................................................................................................................

Total investment:
Construction: ..................................................................................




Equipment: .....................................................................................




Others: ............................................................................................

Investment fund:
State budget: ....................................................................................




Loan:
Local: ....................................................................................





Overseas: ..............................................................................




Others: .............................................................................................

Project size: ......................................................................................................................

Location:……....................................................................................................................

Commencement date: .................................... Completion date:......................................


Major civil works and items:

		No

		Works and items

		Approved estimates

		Final accounts

		Contract type



		

		

		

		

		Package contract

		Adjusted contract

		Appointed contract



		

		Work item A

		

		

		

		

		



		

		Work item B

		

		

		

		

		



		

		.......

		

		

		

		

		





Project management:............................................................................

Contractors:.......................................................................................................................

Constructors:......................................................................................................................


Suppliers: ..........................................................................................................................


Consultants: ......................................................................................................................


Major change and adjustment during the project implementation: ...........................................................................................................................................

Special events affecting the project operation:……………..............................................


Transaction bank/Financing agency: ……………………….............................…...........

Client key personnel involved:


		Full name

		Position

		Degree

		Notes



		

		

		

		



		

		

		

		



		

		

		

		





Summary on client internal controls:…………………………........................................

Managerial capacity:…………………………….............................................................

2. Understanding of accounting and internal control systems:


Based on the review of the client's final accounts of investment and understanding of its business to consider the level of effects on the preparation of final accounts of investment in terms of: 


+ the accounting policies adopted by the entity and changes in those policies:.................


+ the effect of new accounting and auditing policies: ..…............


+ the accounting staff: ……………..............................................


+ Technical and management personnel:……..............................


+ Reporting requirement:...............................................................


Assessing the control environment, accounting system, and internal controls as reliable and effective:


High (                           Medium  (                          Low (

3. Risk assessment and materiality measurement:


Risk assessment:

+ Inherent risk:


High (                           Medium  (                          Low (

+ Control risk:


High (                           Medium  (                          Low (

+ Assessment of internal controls operations:


Materiality measurement:


Key indicators for measuring materiality levels include:

		- Total investment 

		



		- Total estimates

		



		- Construction costs

		



		- Equipment costs

		



		- Other costs

		





Reason for choice of materiality level: .........................................


Assessment of materiality levels for each audit objective….........

The possibility of material misstatement from the auditor experience for the project; and the identification of complex accounting transactions, costs and civil works/items.


- Account audit approach: 


+ Sample test..................................................................................


+ Key item test...............................................................................


+ 100% examination .....................................................................


4. Co-coordinated direction, supervision and review

The involvement of legal and other experts

Timing schedule:.......................................................……............

Staffing requirement: ....................................................................

+ In-charge director (deputy director)...........................................


+ In-charge manager  ....................................................................


+ Audit team head .........................................................................


+ Audit assistant 1 ........................................................................


+ Audit assistant 2 ........................................................................


5. Other matters

- Conditions requiring special attention:.....................................

- The terms of the engagement and any statutory responsibilities:..........................

-The nature and timing of reports or other communication with the entity: .........…....................................................................

6. Overall audit plan summary:


		No.

		Significant items

		Inherent risk

		Control risk

		Mat'lity level

		Audit approach

		Audit procedures

		Ref.



		1

		

		

		

		

		

		

		



		2

		

		

		

		

		

		

		



		3

		

		

		

		

		

		

		



		4

		.......

		

		

		

		

		

		





- General classification of Client:


Very important  (              Important   (             Not important  (

- Other: ………………………………………………………

APPENDIX 03

EXAMPLE OF AUDIT PROGRAM
(for guidance and reference)


AUDIT FIRM:


construction costS AUDIT PROGRAM

		Client entity:

		Prepared by

		Date



		Project

		Approved by

		Date





Determination of detailed risk


Detailed risks are identified in this audit program are as follows:


		No.

		Detailed risk

		Audit approach

		Audit procedures

		Work performer

		Assessment/ Reference



		

		

		

		

		

		





 (These risks are also identified during audit planning)


SUBSTANTIVE PROCEDURES


This program is subject to revision or supplementation if it is in the audit team's opinion that the procedures incorporated into the program are not inclusive of all relevant inherent considerations or are inadequate with the lack of instructive information about materiality concerning this type of costs in the circumstances for each audit.

		

		GENERAL AUDIT PROCEDURES



		

		1. GENERAL EXAMINATION OF CONSTRUCTION COSTS



		

		2. DETAILED EXAMINATION OF CONSTRUCTION COSTS



		

		3. .............





		

		Specific audit procedures

		Performer

		Reference



		1

		GENERAL EXAMIN. OF CONSTRUCTION COSTS

		 

		 



		

		A. Collect construction costs summaries by years

		 

		 



		

		1. Check addition

		 

		 



		

		2. Reconcile addition to ledgers and final accounts

		 

		 



		

		B. Perform analysis procedures on construction costs

		 

		 



		

		1. Check movement of construction costs to approved estimates by items. 

		 

		 



		

		2. Assess examination results

		 

		 



		2

		DETAILED EXAMIN. OF CONSTRUCTION COSTS

		 

		 



		

		A. Upon analysis of construction costs, examine and check evidence that follows:

		 

		 



		

		1. Costs sheets

		

		



		

		2. Bank vouchers on settlement and allocation 

		

		



		

		3. Summary of payments to constructors

		

		



		

		4. Assessment of examination results and confirmation that construction costs are all accounted for.

		 

		



		

		B. Examine construction costs of civil works to ensure that:

		

		



		

		1. Finalized works agrees with costs incurred and are as statutorily regulated. 

		

		



		

		2. Adopted prices are as statutorily and internally mandated.

		

		



		

		3. Adopted norms are as statutorily and internally mandated.

		

		



		

		4. Adopted rates of inflation, surcharge, materials compensation are as statutorily and internally prescribed. 

		

		



		

		5. Assess test results

		

		





APPENDIX 04

EXAMPLE OF UNQUALIFIED REPORT


XYZ audit firm


(Address, tel. and fax, email...)


No...                 


Auditor's Report
Re. Final Accounts of Investment


Project...........................................


of ABC Project Management


To: ABC Project Management


We have audited the final accounts of investment of Project… prepared on… by ABC Project Management set out on pages… to… 


1. Respective Responsibilities of the Project Management and Auditors


These final accounts of investment are the responsibility of the Project management. Our responsibility is to express an opinion on these final accounts based on our audit.

2. Audit Scope and Basis


Legal Basis

(Indicate the legal documents issued by the State governing the investment and construction management)


Final accounts dossiers


(Indicate the documents making up the final accounts dossiers supplied to auditors)


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 that the final accounts of investment are free of material misstatement.  


On the basis of the documents you supplied, we reviewed the final accounts of investment of Project… of ABC Project management in accordance with (Circular No. 45/2003/TT-BTC dated May 15, 2003 of the Ministry of Finance), including the following items of work:


- Review of project legal documents;


- Investigation of investment funds;


- Verification of construction costs;


- Verification of equipment costs;


- Verification of other costs


- Determination of costs excluded from constructed assets;


- Test of assets handed over for use; and


- Test of outstanding debtors and creditors, materials and equipment left over.


To perform the foregoing items of work, we reviewed accounting documents and records relating to the project, verified the final costs of bid packages, and determined other costs. Our work also included reconciling the amount of work completed with approved designs and estimates, variation forecasts, verification minute, as-built drawings and checking adopted norms, local indexes and approved price of construction and other testing procedures as we considered necessary in the circumstances.    


3. Audit results


Background of the project: Disclose a project overview


Final accounts dossiers: (Whether documents are sufficient or insufficient? Whether auditors were engaged in compiling the final accounts dossiers?)


Legality of the project investment process:

Lists and contents of legal documents:


(State whether or not lists and contents of legal documents with regards to project investment are in accordance with current statutory regulations).

Validity and implementation of the economic contract:


(State whether or not implementing the construction contract is in accordance with the current statutory regulations).

Funds for construction investment:


Resources

Unit: VND

		Items

		Approved Investment

		Actual



		

		

		Per final accounts

		Audit results

		Difference (*)



		

		1

		2

		3

		4

		5 = 4 - 3



		-

		State budget

		

		

		

		



		-

		Loan fund

		

		

		

		



		-

		Others 

		

		

		

		



		Total

		

		

		

		





Causes of differences (if any)


Investment Costs

Unit: VND

		No.

		Items

		Approved estimates

		Actual



		

		

		

		Per final accounts

		Audit results

		Difference (*)



		1

		2

		3

		4

		5

		6 = 5 - 4



		

		Construction costs

		

		

		

		



		

		Equipment costs

		

		

		

		



		

		Other costs

		

		

		

		



		

		Contingencies

		

		

		

		



		

		Total

		

		

		

		





Investment Costs Proposed to be Excluded from Constructed Assets

Unit: VND

		No.

		Items

		Per final accounts

		Audit Results

		Difference (*)

		Note



		1

		2

		3

		4

		5 = 4 - 3

		6



		1

		Cost ......

		

		

		

		



		2

		Cost......

		

		

		

		



		

		Total

		

		

		

		





Cost of Constructed Assets

Unit: VND

		No.

		Items

		Per final accounts

		Audit results

		Difference (*)

		Note



		1

		2

		3

		4

		5 = 4 - 3

		6



		1

		Fixed assets

		

		

		

		



		2

		Current assets

		

		

		

		



		

		Total

		

		

		

		





Debtors and Creditors

Unit: VND

		No.

		Creditor and debtor

		Per final accounts

		Audit


results

		Difference


(*)

		Note



		1

		2

		3

		4

		5 = 4 - 3

		6



		I

		Debtor

		

		

		

		



		II

		Creditor

		

		

		

		





Costs of Materials and Equipment Left Over:

Unit: VND

		No.

		Items

		Per final accounts

		Audit


results

		Difference


(*)

		Note



		1

		2

		3

		4

		5 = 4 - 3

		6



		I

		Materials

		

		

		

		



		II

		Equipment

		

		

		

		





(*) For noted differences, there should be an appendix for causes.


4. Disclosure of reasons: This is required if the opinion (paragraph 5) is either a qualified, adverse, or disclaimer of opinion (as guided in paragraphs 62, 65 and 66 herein).


5. Opinion:


On the basis of the documents and information you supplied, in our opinion, the accompanying final accounts of investment with the total amount of… give a true and fair view, in all material respects, of the settled investment costs at the accounts date and in accordance with the current accounting standards and systems and relevant statutory regulations. 


6. Recommendations:


…………………………………………………………………...………………………………………………………………………..………………………………………………………………………..

		

		

		..., day… month… year...



		

		

		XYZ audit firm



		Auditor

		

		Director



		(Full name and signature)

		

		(Full name, signature and seal)



		CPA Certificate No...

		

		CPA Certificate No...
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STANDARD 402

Audit Considerations Relating to EntitiesUsing Service Organizations
(Issued in pursuance of the Minister of Finance Decision No. 03/2005/QD-BTC dated 18 January 2005)

General

01.The purpose of this Vietnamese Standard on Auditing (VSA) is to establish standards and provide guidance to the audit firm and the auditor whose client uses a service organization.  This VSA also describes the service organization auditor’s reports which may be obtained by the audit firm and auditor of the client entity.


02. The auditor and the audit firm should consider how the services rendered by a service organization affects the client’s accounting and internal control systems so as to plan the audit and develop an effective audit approach.

03. A client may use services of an organization or individual (hereinafter referred jointly to as service organization), such as record-keeping, financial information gathering and IT related services. If a client uses a service organization, certain policies, procedures and records maintained by the service organization may be relevant to the audit of the financial statements of the client entity.


04. This VSA applies to audits of financial statements of entities using services organizations 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 and rendering related services.

It is expected that the auditee (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 dealing with relations maintained during the audit.

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


05. Service organization refers an organization licensed or individual registered to do business in accordance with the provisions of law and liable to provide such services to other businesses and organizations on the basis of contract terms and conditions.

06. Service organization auditor means the auditor who audits the financial statements of a service organization as a client.

Contents of the vsa

CONSIDERATIONS OF THE CLIENT AUDIT FIRM AND AUDITOR

07. A service organization may establish and execute policies and procedures that affect a client organization’s accounting and internal control systems. These policies and procedures are physically and operationally separate from the client organization. When the services provided by the service organization are limited to recording and processing client transactions and the client retains authorization and maintenance of accountability, the client may be able to implement effective policies and procedures within its organization.  When the service organization executes the client’s transactions and maintains accountability, the client may deem it necessary to rely on policies and procedures at the service organization.


08. The auditor and the audit firm should determine the significance of service organization activities to the client and the relevance to the audit. In doing so, the client auditor would need to consider the following, as appropriate:


• Nature of the services provided by the service organization.


• Terms of contract and relationship between the client and the service organization.


• The material financial statement assertions that are affected by the use of the service organization.


• Inherent risk associated with those assertions.


• Extent to which the client’s accounting and internal control systems interact with the systems at the service organization.


• Client’s internal controls that are applied to the transactions processed by the service organization.


• Service organization’s capability and financial strength, including the possible effect of the failure of the service organization on the client.


• Information about the service organization such as that reflected in user and technical manuals.


• Information available on general controls and computer systems controls relevant to the client’s applications.


Consideration of the above may lead the auditor and the audit firm to decide that the control risk assessment will not be affected by controls at the service organization; if so, further consideration of this VSA is unnecessary.


09. The client auditor would also consider the report of the service organization auditors, internal auditors, or regulatory agencies as a means of providing information about the accounting and internal control systems of the service organization and about its operation and effectiveness.


10. If the client audit firm and the auditor concludes that the activities of the service organization are significant to the entity and relevant to the audit, the audit firm and the auditor should obtain sufficient information to understand the accounting and internal control systems and to assess control risk at either the maximum, or a lower level if tests of control are performed.


11. If information is insufficient, the client auditor would consider the need to request the service organization to have its audit firm and auditor perform such procedures as to supply the necessary information, or the need to visit the service organization to obtain the information. A client auditor wishing to visit a service organization may advise the client to request the service organization to give the client auditor access to the necessary information.


12. The client auditor may be able to obtain an understanding of the accounting and internal control systems affected by the service organization by reading the third-party report of the service organization auditor. In addition, when assessing control risk for assertions affected by the systems’ controls of the service organization, the client auditor may also use the service organization auditor’s report. If the client auditor uses the report of a service organization auditor, the auditor should consider making inquiries concerning that auditor’s professional competence in the context of the specific assignment undertaken by the service organization auditor.

13. The client auditor may conclude that it would be efficient to obtain audit evidence from tests of control to support an assessment of control risk at a lower level.  Such evidence may be obtained by:


a) Performing tests of the client’s controls over activities of the service organization.


b) Obtaining a service organization auditor’s report that expresses an opinion as to the operating effectiveness of the service organization’s accounting and internal control systems for the processing applications relevant to the audit.


c) Visiting the service organization and performing tests of control.


SERVICE ORGANIZATION AUDITOR’S REPORTS

14. When using a service organization auditor’s report, the client audit firm and auditor should consider the nature of and content of that report.


15. The report of the service organization auditor will ordinarily be one of two types as follows:

Type A - Report on suitability of design


a) a description of the service organization’s accounting and internal control systems, ordinarily prepared by the management of the service organization; and


b)an opinion by the service organization audit firm and auditor that:


i) the above description is accurate;


ii) the systems’ controls have been placed in operation; and 


iii) the accounting and internal control systems are suitably designed to achieve their stated objectives.


Type B - Report on suitability of design and operating effectiveness


a) a description of the service organization’s accounting and internal control systems, ordinarily prepared by the management of the service organization; and


b) an opinion by the service organization audit firm and auditor that:


i) the above description is accurate;


ii) the systems’ controls have been placed in operation;


iii) the accounting and internal control systems are suitably designed to achieve their stated objectives; and


iv)the accounting and internal control systems are operating effectively based on the results from the tests of control. In addition to the opinion on operating effectiveness, the service organization audit firm and auditor would identify the tests of control performed and related results.


The report of the service organization auditor will ordinarily contain restrictions as to use (generally to management, the service organization and its customers, and client audit firm and auditor).


16. The audit firm and the auditor should consider the scope of work performed by the service organization audit firm and auditor and should assess the usefulness and appropriateness of reports issued by the service organization audit firm and auditor.


17. While Type A reports may be useful to the audit firm and the auditor in gaining the required understanding of the accounting and internal control systems, an auditor would not use such reports as a basis for reducing the assessment of control risk.

18. In contrast, Type B reports may provide such a basis at a lower control risk assessment since tests of control have been performed. In this case, a client auditor would consider: 


a) whether the controls tested by the service organization audit firm and auditor are relevant to the client’s transactions (significant assertions in the client’s financial statements); and,

b) whether the service organization auditor’s tests of control and the results are adequate.  With respect to the latter, two key considerations are the length of the period covered by the service organization auditor’s tests and the time since the performance of those tests.

19. For those specific tests of control and results that are relevant, a client audit firm and auditor should consider whether the nature, timing and extent of such tests provide sufficient appropriate audit evidence about the effectiveness of the accounting and internal control systems to support the client auditor’s assessed level of control risk.


20. The auditor of a service organization may be engaged to perform control procedures as requested by the client auditor. Such engagements should be subject to agreement between the client entity, its audit firm, the service organization and its audit firm.

21. When the client audit firm and auditor use a report from the auditor of a service organization, no reference should be made in the client auditor’s report to the auditor’s report on the service organization.
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STANDARD 710

comparatives
(Issued in pursuance of the Minister of Finance Decision No. 03/2005/QD-BTC dated 18 January 2005)

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 regarding comparatives in an audit of financial statements. 


This VSA does not deal with situations when summarized financial statements are presented with the audited financial statements.

02. The auditor and the audit firm should determine whether the comparatives comply in all material respects with Vietnamese Accounting Standards relevant to the preparation and disclosure of the financial statements being audited.


03. Comparatives in financial statements, for example, may present amounts (such as financial position, results of operations, cash flows) and appropriate disclosures in an explanatory form of an entity for more than one period, depending on the standard on financial statements presentation. The frameworks and methods of presentation are referred to in this VSA as follows:

a) Corresponding Figures where amounts and other disclosures for the preceding period are included as part of the current period financial statements, and are intended to be read in relation to the amounts and other disclosures relating to the current period (referred to as “current period figures” for the purpose of this VSA). These corresponding figures are not presented as complete financial statements capable of standing alone, but are an integral part of the current period financial statements intended to be read only in relationship to the current period figures; and


b) Comparative Financial Statements where amounts and other disclosures for the preceding period are included for comparison with the financial statements of the current period, but do not form part of the current period financial statements.


(Refer to Appendix 1 to this VSA for brief formats of comparative financial statements)


04. Comparatives are presented in compliance with the relevant financial reporting framework. The essential audit reporting differences are that:


a) for corresponding figures, the auditor’s report only refers to the financial statements of the current period; whereas


b) for comparative financial statements, the auditor’s report refers to each period that financial statements are presented.


Contents of the vsa


Corresponding Figures


The Auditor and Audit Firm’s Responsibilities


05. The auditor should obtain sufficient appropriate audit evidence that the corresponding figures meet the requirements of the relevant financial reporting framework. The extent of audit procedures performed on the corresponding figures is significantly less than for the audit of the current period figures and is ordinarily limited to ensuring that the corresponding figures have been correctly reported and are appropriately classified. This involves the auditor and the audit firm assessing whether:


a) accounting policies used for the corresponding figures are consistent with those of the current period (or whether appropriate adjustments and/or disclosures have been made); and


b) corresponding figures agree with the amounts and other disclosures presented in the prior period or whether appropriate adjustments and/or disclosures have been made.


06. When the financial statements of the prior period have been audited by another auditor, the incoming auditor assesses whether the corresponding figures meet the conditions specified in paragraph 05 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


07. When the financial statements of the prior period were not audited, the incoming auditor and audit firm nonetheless assesses whether the corresponding figures meet the conditions specified in paragraph 05 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


08. If the auditor becomes aware of a possible material misstatement in the corresponding figures when performing the current period audit, the auditor performs such additional procedures as are appropriate in the circumstances.


Reporting


09. When the comparatives are presented as corresponding figures, the auditor and the audit firm should issue an audit report in which the comparatives are not specifically identified because the auditor’s opinion is on the current period financial statements as a whole, including the corresponding figures.


10. The auditor's report would make specific reference to the corresponding figures only in the circumstances described in paragraphs 11, 12, 14(b), and 15 through 18.

11. When the auditor’s report on the prior period, as previously issued, included a qualified opinion, disclaimer of opinion, or adverse opinion and the matter which gave rise to the modification is:


a) unresolved, and results in a modification of the auditor’s report regarding the current period figures, the auditor’s report should also be modified regarding the corresponding figures; or


b) unresolved, but does not result in a modification of the auditor’s report regarding the current period figures, the auditor’s report should be modified regarding the corresponding figures.


12. When the auditor’s report on the prior period, as previously issued, included a qualified opinion, disclaimer of opinion, or adverse opinion and the matter which gave rise to the modification is resolved and properly dealt with in the financial statements, the current report does not ordinarily refer to the previous modification. However, if the matter is material to the current period, the auditor may include an emphasis of matter paragraph dealing with the situation.


13. In performing the audit of the current period financial statements, the auditor, in certain unusual circumstances, may become aware of a material misstatement that affects the prior period financial statements on which an unmodified report has been previously issued.


14. In such circumstances, the auditor should consider the guidance in VSA 560, Subsequent Events, and

a) if the prior period financial statements have been revised and reissued with a new auditor’s report, the auditor should be satisfied that the corresponding figures agree with the revised financial statements; or


b) if the prior period financial statements have not been revised and reissued, and the corresponding figures have not been properly restated and/or appropriate disclosures have not been made, the auditor should issue a modified report on the current period financial statements modified with respect to the corresponding figures included therein.


15. If, in the circumstances described in paragraph 13, the prior period financial statements have not been revised and an auditor’s report has not been reissued, but the corresponding figures have been properly restated and appropriate disclosures have been made in the current period financial statements, the auditor may include an emphasis of matter paragraph describing the circumstances and referencing to the appropriate disclosures. In this regard, the auditor also considers the guidance in VSA 560, Subsequent Events.


Incoming Auditor  - Additional Requirements


Prior Period Financial Statements Audited by Another Auditor


16. The incoming auditor is permitted to refer to the predecessor auditor’s report on the corresponding figures in the incoming auditor’s report for the current period. When the auditor decides to refer to another auditor, the incoming auditor’s report should indicate:


a) that the financial statements of the prior period were audited by another auditor;


b) the type of report issued by the predecessor auditor and, if the report was modified, the reasons therefor; and


c) the date of that report.


Prior Period Financial Statements Not Audited


17. When the prior period financial statements are not audited, the incoming auditor should state in the auditor’s report that the corresponding figures are unaudited. Such a statement does not, however, relieve the auditor of the requirement to perform appropriate procedures regarding opening balances of the current period.  Clear disclosure in the financial statements that the corresponding figures are unaudited is encouraged.


18. In situations where the incoming auditor identifies that the corresponding figures are materially misstated, the auditor should request management to revise the corresponding figures or, if management refuses to do so, appropriately modify the report.


Comparative Financial Statements


The Auditor and Audit Firm's Responsibilities 


19. The auditor should obtain sufficient appropriate audit evidence that the comparative financial statements meet the requirements of the relevant financial reporting framework.  This involves the auditor assessing whether:


a) accounting policies of the prior period are consistent with those of the current period or whether appropriate adjustments and/or disclosures have been made; and


b) prior period figures presented agree with the amounts and other disclosures presented in the prior period or whether appropriate adjustments and disclosures have been made.


20. When the financial statements of the prior period have been audited by another auditor and audit firm, the incoming auditor assesses whether the comparative financial statements meet the conditions in paragraph 19 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


21. When the financial statements of the prior period were not audited, the incoming auditor nonetheless assesses whether the comparative financial statements meet the conditions specified in paragraph 19 above and also follows the guidance in VSA 510, Initial Engagements - Opening Balances.


22. If the auditor becomes aware of a possible material misstatement in the prior year figures when performing the current period audit, the auditor performs such additional procedures as are appropriate in the circumstances.


Reporting


23. When the comparatives are presented as comparative financial statements, the auditor should issue a report in which the comparatives are specifically identified because the auditor’s opinion is expressed individually on the financial statements of each period presented. Since the auditor’s report on comparative financial statements applies to the individual financial statements presented, the auditor and the audit firm may express a qualified or adverse opinion, disclaim an opinion, or include an emphasis of matter paragraph with respect to one or more financial statements for one or more periods, while issuing a different report on the other financial statements.


24. When reporting on the prior period financial statements in connection with the current year’s audit, if the opinion on such prior period financial statements is different from the opinion previously expressed, the auditor and the audit firm should disclose the substantive reasons for the different opinion in an emphasis of matter paragraph. This may arise when the auditor becomes aware of circumstances or events that materially affect the financial statements of a prior period during the course of the audit of the current period.


Incoming Auditor - Additional Requirements


Prior Period Financial Statements Audited by Another Auditor


25. When the financial statements of the prior period were audited by another auditor,


a) the predecessor auditor may reissue the audit report on the prior period with the incoming auditor only reporting on the current period; or


the incoming auditor’s report should state that the prior period was audited by another auditor and the incoming auditor’s report should indicate:


i. that the financial statements of the prior period were audited by another auditor;


ii. the type of report issued by the predecessor auditor and if the report was modified, the reasons therefor; and


iii. the date of that report.


26. In performing the audit on the current period financial statements, the incoming auditor, in certain unusual circumstances, may become aware of a material misstatement that affects the prior period financial statements on which the predecessor auditor had previously reported without modification.

27. In these circumstances, the incoming auditor should discuss the matter with management and, after having obtained management’s authorization, contact the predecessor auditor and propose that the prior period financial statements be restated. If the predecessor agrees to reissue the audit report on the restated financial statements of the prior period, the auditor should follow the guidance in paragraph 25.

28. If, in the circumstances discussed in paragraph 26, the predecessor does not agree with the proposed restatement or refuses to reissue the audit report on the prior period financial statements, the introductory paragraph of the auditor’s report may indicate that the predecessor auditor reported on the financial statements of the prior period before restatement.  In addition, if the incoming auditor is engaged to audit and applies sufficient procedures to be satisfied as to the appropriateness of the restatement adjustment, the auditor may also include the following paragraph in the report:


"We also audited the adjustments described in Note X that were applied to restate the 20X0 financial statements. In our opinion, such adjustments are appropriate and have been properly applied."


Prior Period Financial Statements Not Audited


29. When the prior period financial statements are not audited, the incoming auditor should state in the auditor’s report that the comparative financial statements are unaudited. Such a statement does not, however, relieve the auditor of the requirement to carry out appropriate procedures regarding opening balances of the current period. Clear disclosure in the financial statements that the comparative financial statements are unaudited is encouraged.

30. In situations where the incoming auditor identifies that the prior year unaudited figures are materially misstated, the auditor should request management to revise the prior year’s figures or if management refuses to do so, appropriately modify the report.


APPENDIX 01

DISCUSSION OF FINANCIAL REPORTING FRAMEWORKS FOR COMPARATIVES

1. Comparatives covering one or more preceding periods provide the users of financial statements with information necessary to identify trends and changes affecting an entity over a period of time.


2. Under financial reporting frameworks, comparability and consistency are desirable qualities for financial information. Comparability is the quality of having certain characteristics in common and comparison is normally a quantitative assessment of the common characteristics. Consistency is a quality of the relationship between two accounting numbers. Consistency (for example, consistency in the use of accounting principles from one period to another, the consistency of the length of the reporting period, etc.) is a prerequisite for true comparability.


3. There are two broad financial reporting frameworks for comparatives: the corresponding figures and the comparative financial statements.


4. Under the corresponding figures framework, the corresponding figures for the prior period(s) are an integral part of the current period financial statements and have to be read in conjunction with the amounts and other disclosures relating to the current period. The level of detail presented in the corresponding amounts and disclosures is dictated primarily by its relevance to the current period figures.


5. Under the comparative financial statements framework, the comparative financial statements for the prior period(s) are considered separate financial statements. Accordingly, the level of information included in those comparative financial statements (including all statement amounts, disclosures, footnotes and other explanatory statements to the extent that they continue to be of significance) approximates that of the financial statements of the current period.


APPENDIX 02

EXAMPLE AUDITOR’S REPORTS
(Comparatives)


Example 01: Report for the circumstances described in paragraph 11a

		XYZ Company


Address, tel. and fax, email


No.:.......................................

		





AUDITOR’S REPORT


On the financial statements of abc Company

for the year…


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 together with the appended notes. 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.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion. 


As discussed in Note X to the financial statements, no depreciation has been provided in the financial statements which practice, in our opinion, is not in accordance with Vietnamese Accounting Standards.  This is the result of a decision taken by management at the start of the preceding financial year and caused us to qualify our audit opinion on the financial statements relating to that year.  Based on the straight-line method of depreciation and annual rates of 5% for the building and 20% for the equipment, the loss for the year should be increased by VNDXXX in 20X1 and VNDXXY in 20X0, the fixed assets should be reduced by accumulated depreciation of VNDXXX in 20X1 and VNDXXY in 20X0, and the accumulated loss should be increased by VNDXXX in 20X1 and VNDXXY in 20X0.


Qualified Opinion

In our opinion, except for the effect on the financial statements of the matter referred to in the preceding paragraph, the financial statements give a true and fair view, in all material respects, of 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 the current Vietnamese Accounting Standards and Regulations and other relevant legislation.

		XYZ Company


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. 

Example 02: Report for the circumstances described in paragraph 11b

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On the financial statements of ABC Company

for the year…


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 together with the appended notes. 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.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Because we were appointed auditors of the Company during 20X1, we were not able to observe the counting of the physical inventories at the beginning of that (period) or satisfy ourselves concerning those inventory quantities by alternative means. Since opening inventories enter into the determination of the results of operations, we were unable to determine whether a revision of the auditor's report on the financial statements might be necessary for the year ended… 20X0.

Qualified Opinion


In our opinion, except for the effect on the corresponding figures for 20X0 of the adjustments, if any, which we might have determined to be necessary had we been able to observe beginning inventory quantities as at ..., the financial statements give a true and fair view, in all material respects, of 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 the current Vietnamese accounting standards and regulations and other relevant legislation.

		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day ... month ... year ...

		

		





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

Example 03: Report for the circumstances described in paragraph 23

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On The financial statements of abc Company

for the year…


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 together with the appended notes. 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 audits.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note X to the financial statements, no depreciation has been provided in the financial statements which practice, in our opinion, is not in accordance with Vietnamese Accounting Standards. Based on the straight-line method of depreciation and annual rates of 5% for the building and 20% for the equipment, the loss for the year should be increased by XXX in 20X1 and XXX in 20X0, the fixed assets should be reduced by accumulated depreciation of XXX in 20X1 and XXX in 20X0, and the accumulated loss should be increased by XXX in 20X1 and XXX in 20X0.


Qualified Opinion

In our opinion, except for the effect on the financial statements of the matter referred to in the preceding paragraph, the financial statements give a true and fair view, in all material respects, of the financial position of the Company as of December 31, 20X1 and 20X0, and of the results of its operations and its cash flows for the years then ended in accordance with the current Vietnamese accounting standards and regulations and other relevant legislations. 


		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day... month... year ...

		

		





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

Example 04: Example Report for the circumstances described in paragraph 16

		XYZ Company

		



		Address, tel. and fax, email

		



		No.:.......................................

		





AUDITOR’S REPORT


On The financial statements of abc Company

for the year…


To: 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 together with the appended notes 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. The financial statements of the Company as of December 31, 20X0, were audited by another auditor whose report dated March 31, 20X1 expressed an unqualified opinion on these financial statements.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Unqualified Opinion 


In our opinion, the financial statements give a true and fair view, in all material respects, of 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 the current Vietnamese accounting standards and regulations and other relevant legislation.


		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day ... month ... year ...

		

		





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

Example 05: Report for the circumstances described in paragraph 25b


		XYZ Company

		



		Address, tel. and fax, email 

		



		No.:.......................................

		





AUDITOR’S REPORT


On the financial statements of abc company

for the year…


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 together with the appended notes. 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. The financial statements of the Company as of December 31, 20X0, were audited by another auditor whose report dated March 31, 20X1 expressed a qualified opinion due to their disagreement as to the adequacy of the provision for doubtful receivables.


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 statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 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 the management as well as evaluating the overall statement presentation. We believe that our audit provides a reasonable basis for our opinion. 


The receivables referred to above are still outstanding at December 31, 20X1 and no provision for potential loss has been made in the financial statements. Accordingly, the provision for doubtful receivables at December 31, 20X1 and 20X0 should be increased by XXX, the net profit for 20X0 decreased by XXX and the retained earnings at December 31, 20X1 and 20X0 reduced by XXX.


Qualified Opinion 


In our opinion, except for the effect on the financial statements of the matter referred to in the preceding paragraph, the 20X1 financial statements referred to above give a true and fair view, in all material respects, of 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 the current accounting standards and regulations and other relevant legislations.

		XYZ Company

		

		



		Director

		

		Auditor



		(Full name, signature, seal)

		

		(Full name, signature)



		CPA Certificate No. ...

		

		CPA Certificate No. ...



		…, day... month... year ...

		

		





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