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Hello!

Keep making notes for 
reference…

Please feel free to post your questions
All stupid questions are welcome

Major issues for Practicing CA
1. How to increase remuneration ?  
2. How to retain Talent ?
3. How to increase practice and newer 

opportunities ?



Tools by CAQ

3

• Review and Monitoring Tool on Standards on Auditing 
Compliance (Version 2.0)                 

• Utility for Determining Materiality (Version 2.0)                 
• Utility for Bank Branch Audit - 2025 Edition (Version 

2.0)                  
• Presentation on AQMM v 2.0                  
• Utility for self-evaluation under AQMM v 2.0                  

 
• Analysis of Modified Opinions 
• Firm Manual Model Referencer ( PDF , Word ) 
• Compilation of Significant Audit Matters 
• Utility on Engagement Letters 



भारतीय सनदी लेखाकार सं˕ान 
(संसद के अिधिनयम Ȫारा ˕ािपत)

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
(Set up by an Act of Parliament)

4Tools and Utilities

Utility for self-
evaluation 

under AQMM v 
2.0

Utility on 
Engagement 

Letters

Utility for 
Determining 
Materiality 

Review & 
Monitoring Tool 

for Standards 
on Auditing 
Compliance

Utility for Bank 
Branch Audit-
2025 Edition
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UTILITY ON 
ENGAGEMENT 

LETTERS
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6Utility on Engagement Letters

•A Disclaimer stating that ICAI is not in any way responsible for the result of any
action taken on the basis of usage of this utility.

Cover Sheet

•Provides basic instruction for using the utility.
•Explain the various steps to enable Macros and troubleshooting.

Instructions Sheet

•A master data for ELs, user may select financial year from drop down, type the name
of the firm/individual/ proprietor and enter the FRN/MRN.

Main Sheet

•Provides functionality to enter details of clients based on which Engagement
Letters for all such clients shall be generated.

ELs for Tax Audit Form 3CA /3CB/ Individual/Listed Company without
IFC/Listed Company with IFC

SHEETS OF UTILITY
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7Utility on Engagement Letters

ENABLING MACROS : STEP 1 & STEP 2

The Utility is macro-enabled, it is essential to carefully follow the steps mentioned under the Instruction sheet of the
Utility:

STEP 1 STEP 2



भारतीय सनदी लेखाकार सं˕ान 
(संसद के अिधिनयम Ȫारा ˕ािपत)

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
(Set up by an Act of Parliament)

8Utility on Engagement Letters

ENABLING MACROS: STEP 3 TO 5

STEP 3 STEP 4 & 5
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9Utility on Engagement Letters

1. The Utility provides functionality to enter details of multiple clients in the Excel worksheet based on which Engagement
Letters for all such clients shall be generated.

2. Any new entry should be done in a new line item.
3. Ensure that any of the Word files are not open while generating Engagement Letters from Excel.
4. To make changes in the fields of the Engagement Letters that are generated through the Excel Utility, users can edit the

relevant fields in the Excel Utility and regenerate the Engagement Letter.

GENERATION OF ENGAGEMENTS LETTERS
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10Utility on Engagement Letters

SAVING AND CUSTOMISATION

The Utility will create Engagement Letters in the same folder where the Excel and Word files are
saved.

Separate folders for each Financial Year selected will be generated.

In the respective Financial Year’s folder, separate folders for each type of Engagement Letter 
template shall be created and all the Engagement Letters will be saved in such folders.

The Engagement Letter Template (Word file) may be customized to meet the user’s specific 
requirement.

However, it should be ensured that the highlighted fields are NOT to be EDITED, as this will make 
the Utility inoperative.
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UTILITY FOR DETERMINING 
MATERAILITY
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12Utility for Determining Materiality

SHEETS OF UTILITY•Provides Basic instructions for using the utility.
•A Disclaimer stating that ICAI is not in any way responsible for the result of any action
taken on the basis of usage of this utility.

Cover Sheet

•Serves as a guiding document to elucidate the purpose of the utility for determining
materiality.
• It provides conceptual clarity on the objective, need, and approach for determining
materiality in a statutory audit.

Guidance

•Explains the various steps involved in determining Materiality.

Steps

• Outlines a step-by-step process for determining audit materiality. It help auditor to
assess the risk of material misstatement , select the appropriate benchmark, applying the
appropriate percentage to the selected benchmark and involves proper.

Calculating Materiality

• To document and evaluate the impact of known and likely misstatements identified
during the course of the audit as required by SA 450 – Evaluation of Misstatements
Identified during the Audit..

Calculate Material Misstatement- 450 Evaluation
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13Utility for Determining Materiality

This sheet outlines a step-by-step process for determining audit materiality. It helps the auditor in selecting relevant
benchmarks and applying professional judgement to set and document appropriate thresholds.

Fill Basic Documentation Details
Begin by entering the following information in the
designated fields:
• Name of the entity
• Financial year under audit
• Materiality stage (Planning or Revised) –

choose from dropdown
• Type of engagement – select from Statutory

Audit, Limited Review, or Special Purpose (from
dropdown)

• Name of the preparer, reviewer, and the date of
preparation

CALCULATING MATERIALITY- STEPS FOR DETERMINING MATERIALITY
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14Utility for Determining Materiality

CALCULATING MATERIALITY- STEPS 2, 3 & 4

The second step is to select an appropriate benchmark based on the nature
of the entity.

Step 2: Determine the Benchmark and Calculate Materiality
Proceed to the Materiality Calculation Table:
• Select the type of entity from the dropdown (e.g., Profit-Oriented, Not-

for-Profit, Debt-Financed, etc.)
• If applicable (especially for Not-for-Profit entities or Entities executing

Public Utility Project Program), further specify the entity subtype.
• Based on the type of entity, a suitable benchmark (e.g., revenue, profit,

assets) will be auto populated
Step 3: An appropriate percentage to the selected benchmark has to be
applied.

Step 4: The final step involves proper documentation.

• Enter the benchmark amount, which may be based on prior year averages or current year figures (excluding non-recurring or exceptional items)
• A suggested materiality range will be shown automatically based on the benchmark
• Use professional judgment to select a final percentage within the suggested range
• Document your rationale for selecting this percentage
• The sheet will then automatically calculate the overall materiality and performance materiality. You may also specify specific materiality if 

required
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15Utility for Determining Materiality

Step 1: Assess the Risk of Material Misstatement (RoMM)-

The user will find a table listing 27 risk factors (with a provision to add any additional factor). For each factor:

• Select the Risk Level from the dropdown: Low, Medium, High, or Not Applicable

• Choose a RiskWeight depending on the risk level (NA: 0,Low: 1–3, Medium: 4–7, High: 8–10).

• Once all relevant factors are evaluated and level of risks and weightages are assigned, the Overall Risk Percentage is auto

calculated.

• Define the thresholds for Low, Medium, and High RoMM in the risk classification table. Based on these thresholds, the system will

automatically assign the overall risk category (Low/Medium/High).

CALCULATING MATERIALITY- STEP 1 “ ASSESS THE RISK OF MATERIAL 
MISSTATEMENT”
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16Utility for Determining Materiality

CALCULATE MATERIAL MISSTATEMENT-SA 450 EVALUTION

The table is divided into two primary categories:

1. Known Errors – These are specific errors identified during audit procedures (Para A5 of SA 450).

2. Likely Errors – These include errors inferred from audit evidence, such as issues found during the review of old balances or reconciliation

mismatches (Para 11 of SA 450).

For each category, the relevant ledger accounts should be listed along with the amount of error, corrections made in books, and uncorrected

errors. Totals are then derived for both known and likely errors, followed by a combined figure for Total Uncorrected Misstatements.

These misstatements are then compared against the Materiality and Performance Materiality thresholds already determined during the audit

planning phase. This comparison enables the auditor to conclude whether the audit scope remains adequate and whether the uncorrected

misstatements, individually or in aggregate, could affect the users’ decision-making.

If the cumulative misstatements exceed materiality or performance materiality, the auditor must reassess audit conclusions and may need to

modify the audit opinion accordingly.
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REVIEW & MONITORING 
TOOL FOR STANDARDS 

ON AUDITING 
COMPLIANCE
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18Review & Monitoring Tool for Standards on
Auditing Compliance

• A brief introduction of the Utility.
• A Disclaimer stating that ICAI is not in any way responsible for the result of

any action taken on the basis of usage of this utility.

Cover Sheet

• Serves as a guiding document to elucidate the purpose of the Review and
Monitoring Tool. It outlines the primary intent of the tool, clarifying its role
and function in the auditing process.

Objective

• Members can fill the details of the 'Audit Team' Team

• It contains a broad and illustrative indication of the various Audit goals

Indicative Goals

• Monitors progress of work for each Standard on Auditing.

Dashboard 

SHEETS OF UTILITY
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Review & Monitoring Tool for Standards on
Auditing Compliance

INDICATIVE GOALS

• This sheet contains a checklist of all Standards on Auditing, to enable the auditors to ensure that their work aligns
with SAs and assess effectiveness of their audit procedures to judge how far they are complying with the SA’s.

• It contains a broad and illustrative indication of the various Audit goals to be accomplished while performing a
particular element of work encompassed within the Checklists on the Standards on Auditing.
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Review & Monitoring Tool for Standards on
Auditing Compliance

CHECKLIST OF STANDARDS ON AUDITING LINKED TO 
DASHBOARD

• The detailed Checklists on the Standards on Auditing that can
be considered for use in the performance of Audit are given
in separate sheets for each Standard on Auditing.

• The progress of activities can be monitored by effectively
using the "Work status" drop downs regularly which would
be summarised in the Dashboard.

DASHBOARD

• The Dashboard summarizes the progress of activities
classified as ‘Yet to be started’, ‘Work in progress’, ‘Query
raised’, ‘Completed & no adverse comment’ and ‘Completed
but with Adverse comment’ which are auto-populated from
various successive sheets on checklists of Standards on
Auditing.

• It indicates the completion status of work and ensures that
all relevant aspects outlined in various standards are duly
considered by the Auditors during the execution of their
tasks.
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UTILITY FOR BANK 
BRANCH AUDIT- 2025 

EDITION
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22Utility for Bank Branch Audit Utility-2025 Edition

A disclaimer that document has been compiled on a best effort
basis and user discretion is advised in the use of illustrative
checklist in practical situation.

Cover Sheet1.

Provides a hyperlinked index for smooth navigation across the
sheets, enhancing user efficiency and accessibility.

Table of Contents2.

Documents the presence of each audit team member during the
course of the bank branch audit.

Attendance Sheet3.

A summary of MoC to be submitted by the auditor to Branch
Management.

Memorandum of
Changes (MOC)

4.

Lists matters to be reported by Statutory Central Auditors (SCAs)
and not by branch auditors.

Other Matters5.

Significant audit observations discussed with TCWG.Communication
with TCWG

6.

SHEETS OF UTILITY
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23Utility for Bank Branch Audit Utility-2025 Edition

SHEETS OF UTILITY

A guided sheet to determine the correct audit opinion type—
Unmodified, Qualified, Adverse, or Disclaimer.

Audit Opinion7.

Applicable Annexure/ Certificate/ Template/ Other Portal Output/ CBS
report for certification at Branch level

List of Templates8.

Ensures compliance with key documentation and Standards on
Auditing.

Standards on
Auditing (SA)
Compliance

9.

Enables auditors to get a real-time overview of audit progress across
key audit areas

Audit Dashboard10.

Indicating the Key audit areas hyperlinked to Dashboard.Cash to IFCoFR 27   
sheets

11.
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24Utility for Bank Branch Audit Utility-2025 Edition

MEMORANDUM OF CHANGES (MoC)

• The MoC sheet captures audit observations which may
result in accounting or non-accounting changes.

• Debit/credit impact and adjustments for MoC can be
recorded, along with increase/decrease details and
remarks.

ATTENDANCE SHEET

• The Attendance Sheet is a vital component of the utility,
designed to document the presence of each audit team
member during the course of the bank branch audit.

• It is especially helpful for providing the auditee branch
with details of audit personnel, their roles, and their
duration of presence at the branch.
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25Utility for Bank Branch Audit Utility-2025
Edition

• Lists matters to be reported by Statutory Central
Auditors (SCAs) and not by branch auditors.

• Includes a predefined checklist with flexibility to
add more items as needed.

• Facilitates proper delegation and reporting in line
with audit closure guidelines.

• Captures significant audit observations discussed
with branch management or senior officials.

• Ensures all key communications are properly
documented and linked to reporting decisions.
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26Bank Branch Audit Utility – 2025 Edition

• A guided sheet to
determine the correct audit
opinion type—Unmodified,
Qualified, Adverse, or
Disclaimer.

• Users respond to structured
questions via dropdowns
(Yes/No), which lead to the
appropriate opinion.

• Definitions of key terms like
"pervasive" and
"misstatement" are
embedded for clarity.

AUDIT OPINION
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27Bank Branch Audit Utility – 2025 Edition

LIST OF TEMPLATES

• Provides an indicative list of templates and
certificates to be obtained or issued during the audit.

• Though not exhaustive, it helps auditors maintain
control over documentation and statutory
submissions.

STANDARDS ON AUDITING (SA) COMPLIANCE

• Ensures compliance with key documentation and 
standards under the SA framework.

• A valuable control tool from both peer review and 
audit quality perspectives.
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28Bank Branch Audit Utility – 2025 Edition

CASH TO IFCoFR 27 SHEETS

• The 27 sheets subsequent and hyperlinked to
dashboard are the key audit areas from Cash to
IFCoFR.

• Once status, working paper reference, preparation
date, and review date are filled in these sheets, the
Dashboard reflects that data without any manual
intervention.

AUDIT DASHBOARD

• The Dashboard enables auditors to get a real-
time overview of audit progress across key
audit areas.

• It helps audit managers identify pending
work, reallocate tasks, or ensure timely
completion of audit objectives – making this
one of the most powerful tools in the utility.
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29Tools and Utilities

UTILITY FOR SELF-
EVALUATION UNDER AQMM 

v 2.0
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30The Utility for self-evaluation under AQMM v 2.0

• The AQMM version 2.0 is a significant step forward in ICAI’s ongoing efforts to elevate
the standards of audit practice.

• The model reflects ICAI’s commitment to enrich a culture of continuous improvement and
innovation within the auditing profession.

• The focus is on enhancing audit quality, ensuring adherence to Standards on Auditing,
and supporting small and medium firms in achieving greater compliance.

• It serves as a comprehensive framework designed to guide audit firms in assessing and
enhancing their audit processes, capabilities, and outcomes. The firms can assess their
level of audit quality maturity using AQMM.

INTRODUCTION- AUDIT QUALITY MATURITY MODEL VERSION 
2.0
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31Utility for self-evaluation under AQMM v 2.0

SHEETS OF UTILITY

• Provides Basic instructions for using the utility.
• A Disclaimer stating that ICAI is not in any way responsible for 

the result of any action taken based on usage of this utility.
• Explains how to navigate the workbook and fill the responses

Cover Sheet

• It forms the core of the AQMM v 2.0 utility and is intended for
use by CA firms to conduct a self-evaluation of their audit
quality maturity.

Self-Evaluation Sheet 

• It is designed to provide final maturity level to the firm after
assessing a firm's eligibility for level assignment based on the
AQMM v 2.0 framework.

Summary Sheet
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32Utility for self-evaluation under AQMM v 2.0

SELF-EVALUATION SHEET

It contains the detailed Audit Quality Indicators as defined under each sub-section of the THREE sections of AQMM v 2.0.

Firms are required to enter the following details at the top of the sheet:

● Name of the firm ● Name of the evaluator ● Date of evaluation ● Initials of the evaluator

The sheet allows firms to self-assess their current audit quality maturity level based on the structured scoring criteria
prescribed under AQMM v 2.0.



भारतीय सनदी लेखाकार सं˕ान 
(संसद के अिधिनयम Ȫारा ˕ािपत)

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
(Set up by an Act of Parliament)

33

SELF-EVALUATION SHEET

Firms have to self-assign scores in Column G, in accordance with the
scoring basis defined in Column E.

A drop-down is provided in Column G for each sub-section for
assigning a score, enabling the firms to select only the valid score
options applicable to that sub-section.

The total for each section and the grand total of all three sections
is automatically computed.

The cell under Column G will be highlighted in grey, if no score
has been inadvertently assigned.

Firms may also put remarks in Column H for each sub-section.

Utility for self-evaluation under AQMM v 2.0
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34Utility for self-evaluation under AQMM v 2.0

SUMMARY SHEET 
• This sheet is formula -driven and auto- populated and requires no manual input.

• The AQMM level of the firm is automatically reflected under cell “C22”.

• It also confirms whether a firm is eligible to be assigned a level under AQMM v 2.0. i.e. whether it has scored a minimum of 30% under each Section
of AQMM. If a firm is ‘Not Eligible’, the status is auto reflected under cell “C22”.

• In case a firm score less than 30% in either of Sections 1, 2 or 3, the status ‘NO’ is displayed in cell H7, H8 & H9 respectively.

• An additional feature of this sheet is that it auto- calculates the total number of zero scored under the three sections in cells B7, B8 & B9
respectively. Therefore, a firm can revisit the sections to cross check whether it has inadvertently assigned a zero as well as to adopt measures to
improvise itself further for those AQIs to enable itself to upgrade to the next level.



1 a) Default in undisputed payment to the statutory bodies as declared in the Annual report. 

b) Bouncing of high value cheques 

2 Frequent change in the scope of the project to be undertaken by the borrower 

3 Foreign bills remaining outstanding with the bank for a long time and tendency for bills to remain overdue. 

4 Delay observed in payment of outstanding dues. 

5 Frequent invocation of BGs and devolvement of LCs. 

6 Under insured or over insured inventory. 

7 Invoices devoid of TAN and other details. 

8 Dispute on title of collateral securities. 

9 Funds coming from other banks to liquidate the outstanding loan amount unless in normal course. 

10 In merchanting trade, import leg not revealed to the bank. 

11 Request received from the borrower to postpone the inspection of the godown for flimsy reasons. 

12 Funding of the interest by sanctioning additional facilities. 

13 Exclusive collateral charged to a number of lenders without NOC of existing charge holders. 

14 Concealment of certain vital documents like master agreement, insurance coverage. 

Red Flags based Auditing



15 Floating front / associate companies by investing borrowed money 

16 Critical issues highlighted in the stock audit report. 

17 Liabilities appearing in ROC search report, not reported by the borrower in its annual report 

18 Frequent request for general purpose loans. 

19 Frequent ad hoc sanctions. 

20 Not routing of sales proceeds through consortium I member bank/ lenders to the company. 

21 LCs issued for local trade I related party transactions without underlying trade transaction 

22 High value RTGS payment to unrelated parties. 

23 Heavy cash withdrawal in loan accounts. 

24 Non production of original bills for verification upon request. 

25 Significant movements in inventory, disproportionately differing vis-a-vis change in the turnover. 

26 Significant movements in receivables, disproportionately differing vis-à-vis change in the turnover and/or increase in ageing 
of the receivables 

27 Disproportionate change in other current assets 

28 Significant increase in working capital borrowing as percentage of turnover 

Red Flags based Auditing



29 Increase in Fixed Assets, without corresponding increase in long term sources (when project is implemented). 

30 Increase in borrowings, despite huge cash and cash equivalents in the borrower's balance sheet 

31 Frequent change in accounting period and/or accounting policies 

32 Costing of the project which is in wide variance with standard cost of installation of the project 

33 Claims not acknowledged as debt high 

34 Substantial increase in unbilled revenue year after year. 

35 Large number of transactions with inter-connected companies and large outstanding from such companies 

36 Substantial related party transactions 

37 Material discrepancies in the annual report 

38 Significant inconsistencies within the annual report (between various sections) 

39 Poor disclosure of materially adverse information and no qualification by the statutory auditors 

40 Raid by Income tax /sales tax/ central excise duty officials 

41 Significant reduction in the stake of promoter /director or increase in the encumbered shares of promoter/director. 

42 Resignation of the key personnel and frequent changes in the management 

Red Flags based Auditing



Breathe well… and Meditate !
For any feedback /clarification, please reach 
out

CA Arpit Kabra |www.arpitkabra.in
connect.caarpit@gmail.com |70 210 110 60

डुबͩकयां ͧसधुं मɅ गोताखोर लगाता है, 
जा जा कर खालȣ हाथ लौटकर आता है।
ͧमलते नहȣं सहज हȣ मोती गहरे पानी मɅ,
बढ़ता दगुना उ×साह इसी हैरानी मɅ।
मɪुठȤ उसकȧ खालȣ हर बार नहȣं होती,
कोͧशश करने वालɉ कȧ कभी हार नहȣं होती।

असफलता एक चुनौती है, इसे èवीकार करो,
Èया कमी रह गई, देखो और सुधार करो।
जब तक न सफल हो, नींद चैन को ×यागो तुम,
संघष[ का मैदान छोड़ कर मत भागो तुम।
कुछ ͩकये ǒबना हȣ जय जय कार नहȣं होती,
कोͧशश करने वालɉ कȧ कभी हार नहȣं होती।


