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International Development
Audit of ‘Investment in Associates’ in Group Audits under ISA 600 

ISA 600, ‘Audit of group financial statements (including the work 
of component auditors’ is effective for audits of group financial 
statements for periods beginning on or after December 15, 2009. 
This ISA deals with special considerations that apply to group 
audits, in particular those that involve component auditors.

Usually in group audits, auditors come up with situations where 
multiple investments are recorded in consolidated books 
of client for which client asserts that these are investment 
in associates over which client has a significant influence 
but not has a controlling stake and hence not required to be 
consolidated with the group financial statements. As per the 
definition, “Associate” is an entity over which the investor 
(client) has significant influence.

As the word’ “investor” is not specifically defined by the 
accounting standards therefore the Investor can have interest 
in Investee i.e. ‘Associate’ either in the form of equity or debt 
instruments of investee or both. As a general rule, significant 
influence is presumed to exist when an investor holds, directly 
or indirectly through subsidiaries, 20 percent or more of the 
voting power of the investee.

As per ISA 600 components such as subsidiaries, joint ventures 
and associates fall into one of two categories: significant and 
non-significant components. Significant components are either 
significant in financial terms – the quantum is left to the group 
auditors’ professional judgment – or because of the degree of 
risk they present which is also for group auditors’ to determine. 
Financially significant components require an audit of their 
financial information using group level materiality. Components 
significant due to risk also require this, or an audit of specific 
risk areas, or specific audit procedures. Analytical procedures 
are performed on non-significant components. Further work is 
required where, after all of this, there is still insufficient evidence. 

Group auditors’ are required to perform, or have component 
auditors’ perform, full audits on all financially significant 
components. For other significant components, the work 
performed can be full audits, audits of specific balances, 
classes of transactions or disclosures relating to identified risks, 
or specific procedures relating to identified risks.

When group financial statements include the consolidation of a 
significant associate, group auditors’ need to consider carefully 
how sufficient and appropriate audit evidence can be obtained. 
Despite the fact that associates fall squarely into the definition of 
components for audit purposes, group auditors’ sometimes struggle 
to gain access to their auditors’ working papers, or perform testing 
at the associate, usually because the associate’s management and 
auditors do not regard the entity as a component.

Group management does not control the associate and is not 
in a position to instruct the associate’s management or, through 
them, its auditors. Group management can only request that 
access is provided. One of the objectives of revised ISA 600 is 
for group auditors’ to communicate clearly with component 
auditors’ about audit scope, timing and findings. Effective two-
way communication is needed, the starting point for which 
is the clear and timely communication of the group auditors’ 
requirements i.e. the group audit instructions.

Group auditors need to consider the need for group 
management to facilitate the necessary permissions at an early 
stage of the audit for communication with auditor of associate, 

as it can be a problem when information is needed from 
associated entities that group management cannot control, but 
must nevertheless account for.

The group engagement team will be involved in the component 
auditor’s risk assessment to identify significant risks of material 
misstatement of the group financial statements. Factors that 
may affect the group engagement team’s involvement in 
the work of the component auditor include: (please refer to 
paragraph 30, A54-55)

(a) The significance of the component;
(b) The identified significant risks of material misstatement of  
  the group financial statements; and
(c) The group engagement teams’ understanding of the  
  component auditor. 

Forms of involvement in the work of a component auditor may 
be based on the group engagement teams’ understanding of 
the component auditor, and includes:

(a) Meeting with component management or the component  
 auditors to obtain an understanding of the component and  
 its environment.
(b) Reviewing the component auditors’ overall audit strategy  
 and audit plan.
(c) Performing risk assessment procedures to identify and assess  
 the risks of material misstatement at the component level.
(d) Designing and performing further audit procedures. 
(e) Participating in the closing and other key meetings between  
 the component auditors and component management.
(f) Reviewing component auditors’ audit documentation.

As per ISA 600, group auditor is required to obtain an 
understanding of group-wide controls and the consolidation 
process, including the instructions issued by group management 
to components. However, as groups do not control associates 
and associates are therefore less likely to operate the same 
group-wide controls as other components, but if group-wide 
controls are in place covering the reporting of associate 
financial results in the consolidated financial statements, it is 
likely to be efficient to test them.

Group auditors need to consider the effects of any changes in 
the ownership of the associate during the year and how the 
group has calculated its share of profits for the year. If this is 
based on management information, group auditors need to 
consider the effect of the associate’s year end journal entries 
i.e. do they relate to a specific period, or should they be spread 
through the reporting period? If so, what timescale should be 
used? Obtaining the level of detail required to answer such 
questions can be time-consuming and the costs of this need to 
be accounted for.

If a significant associate is either unwilling or unable to provide 
information to support the group audit opinion, either directly 
or indirectly through auditors, a modification to the group audit 
opinion is possible. This sort of situation is usually avoided for 
obvious reasons, but if it does arise, group auditors need to 
consider whether it amounts to an imposed limitation in audit 
scope with all that entails. An illustration of this is documented 
in Appendix 1 of ISA 600 where a qualified opinion is expressed 
by group auditor due to inability to obtain sufficient appropriate 
audit evidence relating to a significant component accounted 
for by the equity method.
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Impact of New IFRS on Auditor’s Scope of Work
IFRS 9 – Financial Instruments
The core principle of developing IFRS 9 is to introduce a single classification model for financial assets depending on entity’s 
business model objective for managing financial assets and contractual cash flow characteristics of financial assets. Another 
significant change in IFRS-9 is the introduction of ‘Expected Loss Model’ for recording impairment of financial assets. IFRS-9 is 
going to replace IAS 39 and is effective for periods beginning on or after January 1, 2018 with earlier adoption permitted. An entity 
shall apply this Standard retrospectively, in accordance with IAS 8 ‘Accounting Policies, Changes in Accounting Estimates and Errors’ 
subject to certain exemptions and reliefs specified in section 7.2 of IFRS 9. 

Further IFRS-9 removes the requirement to separate embedded derivatives from financial asset host contracts (it instead requires a 
hybrid contract to be classified in its entirety at either amortized cost or fair value). Separation of embedded derivatives has been 
retained for financial liabilities (subject to criteria being met).

INITIAL RECOGNITION - FINANCIAL ASSETS & LIABILITIES 

At the time entity becomes party to the contractual provisions 
of the instrument.

Initial Measurement – Financial Assets & Liabilities
At fair value, plus for those financial assets and liabilities not 
classified at fair value through profit or loss, directly attributable 
transaction costs.

Fair value is the price that would be received to sell an asset 
or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date.

Directly attributable transaction costs - Incremental costs 
that are directly attributable to the acquisition, issue or disposal 
of a financial asset or financial liability.

SUBSEQUENT MEASUREMENT – FINANCIAL ASSETS

Financial Assets are subsequently classified as either: 
(1) Amortized cost, (2) Fair value through profit or loss, (3) Fair 
Value through other comprehensive income.

1. AMORTIZED COST CATEGORY – both of the 
following conditions must be met in order to classify 
financial asset at amortized cost:
• Business model objective: It is based on the overall  
 business, not instrument-by-instrument. It focusses on  
 whether financial assets are held to collect contractual  
 cash flows:
  o  How the entity is run
  o  The objective of business model as determined by  
       key management personnel (IAS 24)
• Contractual Cash flow characteristics: This model  
 is based on an instrument-by-instrument basis. It deals  
 with financial assets with cash flows that are Sole   
 Payments of Principal and Interest (SPPI) on the principal  
 amount outstanding. For example, in case of financial  
 assets in foreign currency, the assessment must be made  
 in local currency ignoring foreign currency movements.

2. FAIR VALUE THROUGH PROFIT / LOSS
Category classification criteria

Financial assets that do not meet the amortized cost 
criteria
Financial assets designated at initial recognition. The 
option to designate is available if doing so eliminates, 
or significantly reduces a measurement or recognition 
inconsistency (i.e. ‘accounting mismatch’).

Subsequently FV with all gain/loss is to be recognized in 
profit/loss. 
However, the option to designate financial asset through 
profit / loss is irrevocable.

•

•

SUBSEQUENT MEASUREMENT – FINANCIAL LIABILITIES

Financial liabilities are subsequently classified at either: 
(1) Amortized cost, (2) Fair value through profit or loss

1. AMORTIZED COST CATEGORY 

Category classification criteria – All financial liabilities except:
	 •	 Financial	liabilities	held	for	trading
	 •	 Derivative	financial	liabilities
Subsequent Measurement: At amortized cost using effective 
interest method
2. FAIR VALUE THROUGH PROFIT/LOSS 
Category classification criteria
	 •	 Financial	liabilities	held	for	trading
	 •	Derivative	financial	liabilities
	 •	 Financial	liabilities	designated	at	initial	recognition	The		
  option to re-designate is available:

If doing so eliminates, or significantly reduces, a 
measurement or recognition inconsistency (i.e. ‘accounting 
mismatch’), or
If a group of financial liabilities (or financial assets and 
financial liabilities) is managed, and evaluated, on a fair value 
basis, in accordance with a documented risk management 
or investment strategy, and information about the group is 
provided internally to key management personnel.

Subsequent Measurement – Fair value with all gains and losses 
being recognized in profit or loss.

o 

o 

Equity Instruments 
Category Classification 
Criteria
Available only for investments 
in equity instruments (within 
the scope of IFRS 9) that are 
not held for trading. 

Subsequent measurement
Fair value, with all gains and 
losses recognized in other 
comprehensive income.
Changes in fair value are 
not subsequently recycled 
to profit and loss.
Dividends are recognized in 
profit or loss.

Option to designate equity 
instruments at FVTOCI is 
optional but once exercise, 
then it is irrevocable.

Debt Instruments Category
Classification Criteria

Meets the SPPI contractual 
cash flow characteristics 
test.
Entity holds the instrument 
to collect contractual 
cash flows and to sell the 
financial assets.

Subsequent measurement

Fair value, with all gains 
and losses recognized 
in other comprehensive 
income

Changes in fair value are 
not subsequently recycled 
to profit and loss.

3. FAIR VALUE THROUGH OTHER COMPREHENSIVE 
INCOME (FVTOCI)

•

•

•

•

•

•

•
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Stage I
12 month 

expected credit 
losses (gross 

interest)

-Applicable when 
no significant 
increase in credit 
risk
-Entities continue 
to recognize 12 
month expected 
losses that are 
updated at each 
reporting date
-Presentation of 
interest on gross 
basis.

Stage II
Lifetime 

expected credit 
losses (gross 

interest)

-Applicable in 
case of significant 
increase in credit 
risk
-Recognition of 
lifetime expected 
losses
-Presentation of 
interest on gross 
basis

Stage III
Lifetime expected 
credit losses (net 

interest)

-Applicable in 
case of credit 
impairment
-Recognition of 
lifetime expected 
losses
-Presentation of 
interest on a net 
basis

IMPAIRMENT OF FINANCIAL ASSETS (EXPECTED LOSS MODEL)
Scope
The impairment requirements are applied to:
	 •	Financial	assets	measured	at	amortized	cost	(incl.	trade		
   receivables)
	 •	Financial	assets	measured	at	fair	value	through	OCI
	 •	Loan	commitments	and	financial	guarantees	contracts		
   where losses are currently accounted for under IAS 37 
	 •	Lease	receivables.

Initial Recognition
At initial recognition of the financial asset an entity 
recognizes a loss allowance equal to 12 months expected 
credit losses which consist of expected credit losses from 
default events possible within 12 months from the entity’s 
reporting date. An exception is purchased or originated 
credit impaired financial assets.
Subsequent Measurement
The impairment model follows a three-stage approach 
based on changes in expected credit losses of a financial 
instrument that determine
•	the	recognition	of	impairment,	and
•	the	recognition	of	interest	revenue.

EMBEDDED DERIVATIVES

Embedded derivatives are components of a hybrid 
contract (i.e. a contract that also includes a non-
derivative host), that causes some (or all) of the 
contractual cash flows to be modified according to a 
specified variable (e.g. interest rate, commodity price, 
foreign exchange rate, index, etc.).
Exclusions and exemptions (i.e. not embedded 
derivatives)
•	Non-financial	variables	that	are	specific	to	a	party	to		
the contract.
•	A	derivative,	attached	to	a	financial	instrument	that	
is contractually transferable independently of that 
instrument, or, has a different counterparty from that 
instrument, instead, this is a separate financial instrument.

Embedded derivatives are accounted for differently 
depending on whether they are within a host contract that 
is a financial asset or a financial liability.

1. Restoration of Companies Ordinance, 1984
The government promulgated the Companies Ordinance, 2016, which 
replaced the Companies Ordinance, 1984. The new Ordinance was 
promulgated, after extensive consultations with all stakeholders, in order to 
encourage and facilitate best international corporate practices in Pakistan.

Subsequently on December 15, 2016, the Senate rejected the Companies 
Ordinance, 2016 through a resolution. With that, the Companies 
Ordinance, 1984 stands revived.

2. Clarification about Auditor’s Report on 
Financial Statements

To clarify the situation relating to revised auditor report format and 
requirements of Companies Ordinance 2016, ICAP has issued its Circular 
No.	10/2016	dated	26	December	2016.

In the said circular, it was clarified that formats of auditor’s report on 
financial statements of Companies as prescribed under Companies Rules, 
1985, Form 35A, 35B & 35C will continue to remain applicable as before.

The new and revised auditing standards have become  applicable in Pakistan 
for the periods ending on or after December 15, 2016, however as SECP 
has not revised the above mentioned forms, therefore the requirements 
of revised auditing standards shall not be applicable until such forms are 
revised by SECP. The Auditing Standards Committee of ICAP had already 
sent the revised audit report formats but the SECP now intends to issue 
the revised formats with Companies Ordinance 2016. The circular also says 
that the requirements of revised ISA 600 are also applicable except to the 
extent of division of responsibility for subsidiary’s financial statement only. 

This Circular will not affect ATR-17 ‘Auditors’ Report to the Trustees/Board of 
Governors’ issued by ICAP which will continue to be applicable.

Auditor’s report on audit of financial statements of entities other than those 
specified above and where no auditor report format is prescribed by the 
law, shall follow the requirements of new and revised standards. The circular 
may be accessed from ICAP website: http://www.icap.net.pk/circulars

3. Compliance of Regulatory Framework on 
Corporate Governance for DFIs

Paragraph (1) of Prudential Regulations G-1 for Corporate/Commercial 
Banking requires all Banks/Development Finance Institutions (DFIs) to 
follow the “Code of Corporate Governance” issued by SECP. However, 
BPRD	Circular	No.	 14	dated	20	October	2016,	has	clarified	that	 said	
requirement shall no longer be applicable on DFIs. 

DFIs, established as Joint Venture Companies, shall continue to ensure 
compliance with all other provisions of Prudential Regulations in respect of 
Corporate Governance as long as any provision thereof does not conflict 
with any provisions of their Joint Venture Agreements. However, this waiver 
shall not be construed as an exemption from any provisions/requirements 
of the Banking Companies Ordinance, 1962. This circular can be accessed at:  
http://www.sbp.org.pk/bprd/2016/C14.htm

4. Draft Insurance Bill, 2016
The SECP on December 27, 2016 has approved the draft of the proposed Insurance 
Bill, 2016 for eliciting public comments for the purpose of stakeholder consultation.

The draft Bill aims to provide the conducive regulatory environment to 
encourage market development, strengthen the regulatory framework to 
ensure alignment with the Insurance Core Principles (ICP) of the International 
Association of Insurance Supervisors (IAIS), address entity specific and 
systemic risks by phased shift towards Risk Based Supervision (RBS) and Risk 
Based Capital (RBC) Regime and to address the regulatory gaps in existing law. 

The significant reforms suggested include the introduction of dedicated micro 
insurers, provisions for regulation of takaful and re-takaful, regulation of local 
and foreign reinsurance business for enhancement of local capacity, regulation 
of reinsurance brokers, flexibility for introduction of new intermediaries, 
introduction of concept of web aggregators, insurance repository etc.

Local Developments
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1. Companies (Compliance with 
Licensing Conditions) General Order, 
2016

SECP	 vide	 SRO	 1024	 dated	 November	 2,	 2016	 has	 re-issued	
the	 ‘Companies	 (Compliance	 with	 Licensing	 Conditions)	
General Order, 2016’ after making certain amendments on the 
recommendations of ICAP. This order supersedes the order 
contained in SRO 121 dated February 15, 2016. 

Under the order, different class of companies are required to 
submit compliance report with their annual return about its 
status of compliance with the applicable licensing conditions 
of relevant licensing authority. This order is applicable to the 
specified class of companies for the financial year ending on 
and after June 30, 2016.

In the new order, the primary change is the addition of 
‘Independent Assurance Report on Compliance Report with the 
Licensing conditions applicable on the Company’ prescribed in 
Schedule III. Previous order required the auditor to countersign 
the compliance report with the licensing conditions along with 
the chief executive/directors signatures. SECP on the suggestion 
of the ICAP removed this requirement of as the auditor is not 
supposed to counter signing the compliance report.

SECP SRO 1024 can be accessed at the below link:

https://www.secp.gov.pk/document/sro-1024i2016-
companies-compliance-with-licensing-conditions-general-
order-2016/?wpdmdl=19164

2. Code of Corporate Governance for 
Insurers 2016

SECP	vide	its	SRO	1045	dated	November	9,	2016	issued	the	Code	
of Corporate Governance for Insurers 2016 which supersedes 
the corporate governance requirements contained in previous 
SROs 68/2003 and 160/2016.

The provisions contained in the Code are in addition to 
provisions/conditions imposed by the Code of Corporate 
Governance, 2012 (for listed Companies) or the provisions of 
Public Sector Companies (Corporate Governance) Rules, 2013 
(for public sector Companies). However, the provisions of more 
stringent law shall prevail. 

The new Code encourage the effective representation of 
independent non-executive directors on its board of directors. 
Further, it explains the procedure for the composition of the 
Board of Directors of the insurance companies.

This SRO and the Code can be accessed at following link:

https://www.secp.gov.pk/document/sro-1045i2016-code-of-
corporate-governance-for-insurers-2016/?wpdmdl=20775

https://www.secp.gov.pk/document/insurance-
companies/?wpdmdl=1464

3. Maximum cap on placement/deposit 
with Micro Finance Banks, NBFCs and 
Modarabas for Asset Management 
Companies

SECP	 vide	 Directive	 no.	 37	 dated	 November	 23,	 2016	 has	
directed that an Asset Management Company, on behalf of 
each Collective Investment Scheme (CIS) shall not place funds 
(including	 TDRs,	 PLS	 saving	 deposit,	 COD,	 COM,	 COI,	 money	
market placements and other clean placement of funds) of 
more than 25% of net assets of that CIS with all micro finance 
banks, non-banking finance companies and modarabas.

Above mentioned restriction shall not be applied on sector 
specific fund and aggressive income fund.

This direction is applicable with immediate effect. However, in case of 
CIS which is currently not in compliance with above restriction shall 
ensure compliance within 90 days of issuance of direction or until the 
maturity of existing TDRs/Placements/Fixed deposits, whichever is later. 

The above said directive can be accessed at:

https://www.secp.gov.pk/document/direction-no-37-of-
2016-maximum-cap-on-placementdeposit-with-mfbsnbfcs-
and-modarabas/?wpdmdl=21874

4. Conduct Assessment Framework for 
Banks

Banking Conduct & Consumer Protection Department of State 
Bank	 of	 Pakistan	 has	 issued	 Circular	 no.	 3	 dated	 November	 4,	
2016 advising all Banks including Microfinance Banks to adopt the 
Conduct	Assessment	Framework	(CAF)	annexed	in	Circular	No.	3	
from 1st January 2017 and is required to undertake its assessment 
as of 31st December on an annual basis.

The purpose of introducing CAF is to develop a periodic, reliable, 
diagnostic and comparable mechanism which will help banks 
to deliver their commitment to Fair Treatment of Consumers 
Framework, in an optimum manner and manage their Conduct 
Risk. The said annual assessment is required to be submitted latest 
by 31st March every year. The said circular can be accessed at:

http://www.sbp.org.pk/cpd/2016/C3.htm

5. Revision of Statutory Liquidity 
Requirements for Islamic Banks/
Islamic Banking Branches

State	Bank	of	Pakistan	via	circular	no.	 16	dated	November	 15,	
2016	 has	 revised	 Statutory	 Liquidity	 Requirements	 (SLR)	 for	
Islamic Banks/Islamic Banking Branches.

Effective	 from	 November	 17,	 2016,	 all	 Islamic	 Banks/Islamic	
Banking	Branches	will	maintain	SLR	of	14%	(excluding	CRR)	of	
Total	Demand	Liabilities	 (including	Time	Deposits	with	 tenor	
of	less	than	1	year).	Previous	SLR	of	19%	is	no	longer	applicable.	
Time	Liabilities	 (including	Time	Deposits	with	tenor	of	 1	year	
and	 above)	 will	 not	 require	 any	 SLR.	 All	 other	 requirements	
relating	to	SLR	will	remain	unchanged.

The circular can be accessed at:

http://www.sbp.org.pk/dmmd/2016/C16.htm

Legal and Regulatory Requirements 
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Events

1. Roundtable on proposed reforms in 
Insurance Regulatory Framework

SECP has held three roundtables each in Karachi, Islamabad and 
Lahore	 on	 the	 proposed	 reforms	 in	 the	 insurance	 regulatory	
framework with the aim to educate the audience on the 
proposed amendments made in the Insurance framework. 

All three sessions were very well received and attended. 
Representatives of insurance companies, insurance brokers, 
Associations of Insurance Surveyors, Pakistan Societies of 
Actuaries and ICAP members attended the roundtable.

At the aforesaid roundtables, the Commissioner Insurance, 
SECP discussed the need for revamping the primary insurance 
law. The Executive Director, Insurance, briefed the audience on 
the proposed amendments in the insurance regulatory legal 
framework. He said that the amendments are expected to 
improve the financial soundness of insurance companies and 
help develop a robust and financially stable insurance sector 
where policyholders’ interests are better protected. 

The amendments are aimed at providing the conducive 
regulatory environment to encourage market development, 
which also ensures alignment with the Insurance Core Principles 
(ICP) of the International Association of Insurance Supervisors 
(IAIS).
 

2. Seminar on ‘IFRS 9 – New Accounting 
Model for Financial Instruments’

Southern Regional Committee of ICAP organized a seminar on 
‘IFRS-9’ at local hotel of Karachi on December 6, 2016. 

Chief Guest of the event was Mr. Haroon Rashid, Executive 
Director, Finance Resource Management, State Bank of 
Pakistan. Key note speaker was Mr. Arsalan Khalid, Partner 
EY Ford Rhodes. Other speakers include: Mr. Muhammad 
Farhanullah	Khan,	CFO	Allied	Bank	Limited,	Mr.	Noman	Abbas	
Sheikh, Partner A.F. Ferguson	&	Co.	and	Ms.	Lubna	Farooq	Malik,	
Director Off-Site Supervision and Enforcement Department, 
State Bank of Pakistan.

As IFRS 9 is effective from January 1, 2018 and replacing IAS 39, 
the seminar was conducted to describe the changes in new 
IFRS and the resulting impact on the accounting methodology 

and the increased calculations particularly computation of 
impairment	losses	using	Expected	Credit	Loss	Model.	

Mr. Arsalan Khalid presented the reasons for replacement of 
IAS-39, classification and measurement of financial instruments 
(both ‘Equity’ and ‘Debt’ instruments) as per new IFRS-9, 
‘Expected	Loss	Model’		for	impairment	of	financial	instruments,	
challenges in implementation of this model and its comparison 
with SBP Prudential Regulations in case of Banks, the impact of 
new IFRS-9 on businesses particularly banks.

The seminar received an overwhelming response and number 
of members, industry experts and professionals attended the 
seminar. 

3. Seminar on IFRSs 
International Financial Reporting Standards (IFRSs) are a key 
pillar of accounting and auditing profession. In recent years, 
there have been significant changes and developments in 
different IFRSs on the basis of different industry requirements.

To enable the members to continually update their knowledge 
of IFRSs and the reporting requirements, Southern Regional 
Committee of ICAP organized a seminar on 23 December 2016 
at ICAP House, Karachi. The objective of the seminar was to 
give an overview of new IFRSs i.e. IFRS 9, 10, 15 and 16.

Keynote speaker was Mr. Yousuf Hassan, Partner Consulting 
Division and Head of Accounting Advisory at KPMG-UAE & 
Oman. The Chairman of the session was Mr. Amir Jamil Abbasi, 
Partner KPMG Pakistan and Head of Audit of Middle East 
South Asia.

Seminar was attended by members from diversified 
backgrounds and non-members including students for 
knowledge seeking. Mr. Yousuf, presented with practical 
examples, the key changes and impacts that new IFRSs 
have made on the financial reporting. Mr. Yousuf also took 
questions from audience for any issues relating to said IFRSs.

Mr. Amir Jamil Abbasi, Session Chairman, appreciated the 
efforts of Mr. Yousuf in helping developing an understanding 
of difficult IFRSs with ease and also signified the importance 
of IFRSs presented in the seminar.

4. SECP & ICAP hold seminar on 
Companies Ordinance, 2016

In order to create awareness about the Companies Ordinance, 
2016, and its post-incorporation statutory requirements, the 
SECP organized a seminar in collaboration with the ICAP on 
November	23,	2016.

In order to have a wider coverage SECP has collaborated with 
ICAP for broadcasting the seminar through video conferencing 
at Karachi ICAP office.

Presentation on significant changes was given by Mr. Muzzafar 
A. Mirza, Chief Prosecutor SECP. Other speakers includes: Syed 
Masoud	Ali	Naqvi,	FCA,	Mr.	Arif	Habib,		Chairman	Arif	Habib	
Group of Companies, Dr. Tariq Hasan, Advocate, Mr. Ashraf 
Mahmood Wathra, Governor SBP, Mr. Zafar-ul-Haq Hijazi, 
Chairman SECP and closing remarks by Mr. Waqar Masood, 
Secretary Finance and Mr. Rashid Ibrahim, ICAP Council 
member. The event was honored by the Finance Minister, Mr. 
Ishaq Dar.
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Design: ICAP Publications Department

Updates from Auditing Standards Committee (AuSC)

Send your valuable feedback/ 
comments to:

ICAP Technical Services Departmen
Chartered Accountants Avenue
Karachi, Pakistan

farheen.mirza@icap.org.pk

This publication is intended 
to provide a summary of 
developments relating to audit 
during the quarter, legal and 

regulatory matters and matters under consideration of AuSC.

This information should not form the basis of any 
decision; nor it should be relied upon as a legal and 
professional guidance regarded as a substitute for 
specific advice.

No responsibility of any person acting as a result of any 
material in this publication can be accepted by ICAP and 
the Department.

1. Seminar on ICAP revised Code of 
Ethics

In order to update the members about the changes and the 
requirements of revised Code of Ethics of ICAP, the AuSC is 
planning to conduct a seminar on the revised Code shortly. 
 

2. Initialing of Financial Statements
The requirement of initialing of financial statements by the 
external auditors is made under clause (xxi)(a) of the Code 
of Corporate Governance 2012. The purpose of initialing 
of financial statements is basically to identify the financial 
statements on which audit procedures have been applied and 
on which the auditors are going to issue the audit report. 

The AuSC is currently reviewing the practice of initialing the 
financial statements. This practice is not prevalent in other 
countries and there is no provision in the ISAs which require an 
auditor to sign, initial or stamp the financial statements. 

3. Revised CSR Assurance Report
CSR Assurance Report has been revised by AuSC due to 
revision of International Standard on Assurance Engagements 
3000, ‘Assurance Engagements other than audits or reviews of 
historical financial statements’, which has become effective for 
assurance reports dated on or after December 15, 2015. 

The revised CSR Assurance Report will supersede the previous 
report	issued	vide	ICAP	Circular	No.	02/2015	dated	February	9,	
2015. The revised report is under consideration of the Council. 

4. Companies (Compliance With 
Licensing Conditions) General Order, 
2016

On the recommendations of AuSC, the SECP has notified 
auditors’ report format for audits of compliance with 
licensing	 conditions	 given	 in	 SECP	 SRO	 No.	 1024	 dated	
November	 2,	 2016.	 The	 report	 was	 developed	 based	 on	
revised ISAE 3000.
 
For details please refer page 4 (Legal and Regulatory 
requirements) section of the bulletin.   

5. Changes in Code of Ethics
ICAP Code of Ethics for Chartered Accountants (the Code) 
was last revised in April 2015 which covered the changes made 
till Jul 2014. Since then IESBA (International Ethics Standards 
Board for Accountants) of IFAC has made certain changes in 
the	Code	including	‘NOCLAR’	(Non	Compliance	with	Laws	and	
Regulations) concept and few other important matters. 

AuSC is currently reviewing the changes to make revision in the 
Code. 


