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Asian Association of Schools of Business
International
Incorporated under the laws of Delaware

1 March 2011
Objectives
Accreditation of critically acclaimed Schools of Business is in the public interest and should be a matter
of right, not privilege, subject to generally accepted educational standards, and generally accepted
educational standards on auditing, in a straight-forward and speedy process akin to the attestation of
public companies’ financial statements all over the world.
The objectives of the Asian Association of Schools of Business International (AASBI) are to enable
Colleges, Departments and Schools of Business (“the School”) of higher post-secondary education in
Asia and beyond to obtain accreditation based on periodic audits of their educational assertions
regarding educational and financial conditions and positions in accordance and in compliance with the
AASBI’s Generally Accepted Education Principles (GAEP), as amended from time to time.
The Self-Accreditation and Confirmation Process
1. The School should prepare an up to date audited Statement of Educational Conditions and a
Management Report signed by the Directors in prescribed form in accordance with GAEP.
2. The School’s Statement of Educational Condition is audited by an international firm of public
accountants according to the AASBI’s Generally Accepted Educational Standards on
Auditing (GAESA). The firm should be licensed in the School’s jurisdiction to perform the
attest function, eg Chartered Accountants or Certified Public Accountants, whose professional
body is a member of the International Federation of Accountants (IFAC).
3. The School should submit its audited Statement of Educational Condition together with a
Management Report the Board of Directors of the AASBI.
4. The Board of Directors of the AASBI, in its discretion, would decide within 30 to 60 days of
receipt of the School’s audited Statement of Educational Conditions, whether to
a. confirm the School’s application for accreditation and assign the label,
b. postpone the decision on confirmation to a certain future date subject to additional
information or conditions,
c. or to decline confirmation stating reasons.
5. The Board’s decision would be communicated to the School by the Chairperson of the Board in
writing and delivered by a delegate(s) at the end of a successful site visit.
6. Accreditation covers a period is for two full academic years. The above procedure is repeated
towards the end of the review cycle for the benefit of the School, the public and the AASBI.
The AASBI raises a nominal non-refundable application and renewal fee according to the schedule
published at www.aaisb.com, plus incidental expenses including site visit. The auditing fees incurred by
the School are a matter between the applying School of Business and the public accounting firm.
Michael Schemmann, PhD, CPA, CMA
Associate Professor and Director

Generally Accepted Educational Principles
(GAEP)
Promulgated by the
Asian Association of Schools of Business International
March 2011

Asian Association of Schools of Business International

Statements of
Generally Accepted Education Principles (GAEP)
GAEP Statement 01
Degree awarding
The School of Business applying for annual AASBI accreditation is a degree–awarding institution.

GAEP Statement 02
Human Rights
The School of Business operates in a jurisdiction is a States Party (signed and ratified) the Universal
Declaration of Human Rights of the United Nations (General Assembly resolution 217 A III) (UDHR),
and respects and protects these rights, in particular the right to an education, to life, liberty and security
of the person, protection against arbitrary arrest and detention, cruel and unusual punishment, freedom
of movement, of thought, of conscience, of religion, and of expression.

GAEP Statement 03
Application of UDHR
The UDHR applies to government and may not apply to schools of business that are not a part of
government, for example, private schools of business. In order to establish a certain degree of equality
among the schools of business, a School of Business applying for accreditation should demonstrate that
the rights promulgated in the UDHR are reflected mutatis mutandis , in other words are not contradicted
or taken back, by its rules, regulations, codes of conduct, and all of its activities, for example, in
particular with respect to admitting or dismissing students, staff and faculty members based on merit
only, without discrimination on the basis unchangeable personal characteristics including but not limited
to race, religion, national origin, sexual orientation, and/or age.

GAEP Statement 04
Equal opportunity
The School of Business should provide equal opportunity to all including men, women, juniors or
seniors, and certain minorities or majorities of a population, if capable of definition, or not capable of
definition, and base its decisions in regard to admission and employment or dismissal solely on merit to
satisfy the school’s and/or the concerned individual’s needs. The Board’s decision are benevolent in
nature, and, in unusual or exceptional circumstances, without being bound for purposes of other or future
applications, the Board has the power to modify the requirement of compliance with this Statement, if
the Board is convinced that the School of Business applying for accreditation is not opposed to this
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Standard, and will follow the Statement to the best of its ability, although it may not be able to commit
to it by operation of a public law or regulation.

GAEP Statement 05
Infrastructure
The School of Business maintains an adequate teaching location that is accessible and safe, with a
bookstore and library, recreational facilities or a park, as well as a cafeteria or restaurant, and an
infirmary or medical facility for emergencies.

GAE Statement 06
Continued existence
The school should have been in existence as an autonomous entity for a period four academic years or
more, graduated at least one cohort, and shall be expected to continue to exist until the end of the
accreditation period.

GAE Statement 07
Autonomy
The school should be autonomous and clearly distinguished from any and all other units of the
educational entity, and, for example, not be subject to a governmental ministry of education in the
conduct of its academic affairs, except as required by law for the purpose of licensing so long as the laws
are not overly intrusive.

GAEP Statement 08
Physical facilities, installations, and safety
The teaching and learning environment should be sufficiently spacious, clean and safe. The school
should have adequate teaching facilities including well lit and ventilated class rooms with enough space
for chairs and desks for each student, with computer and overhead projector for the instructor; computer
laboratories with internet access; student access to books in physical or digital form; a park or walking
and sitting area outdoors; and meet all other requirements according to local law and regulation.
Students should have access to medical emergency treatment within the compound of the School, and
should not be further away from the emergency ward of a licensed hospital than about 15 minutes by
ambulance from the time the ambulance is called. If the location of the School’s teaching facilities are
located in a geographical area subject to natural disasters including hurricanes, typhoons, earthquakes,
etc., the relevant risks should be disclosed and evaluated in the statement of educational condition. A
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School located directly on an active fault line would not be likely to obtain accreditation by reason of
safety concerns for students, faculty and staff. A School located in a war zone would also present a
significant risk to safety, diminishing chances of accreditation.

GAEP Statement 09
Curriculum
While the focus of the schools of business should be on general management or business administration
and related fields, generally accepted education principles do not prescribe a particular curriculum, style
of transfer of knowledge and understanding, research and analysis, or any such other activity; and do not
prescribe a grading system. The curriculum and teaching methodology(ies) may be traditional, innovate
and/or holistic, self-directed, or online; although the hurdle for online accreditation should be high,
because it is deemed to require a high degree of motivation on the part of the student, adequate student–
instructor (or mentor) interaction, benefits of demonstrable class dynamics, and strict proof of teaching
and learning effectiveness apart from passing examinations.

GAEP Statement 10
Professional certification programs
The School of Business shall offer professional certification programs at the school by members of the
faculty or qualified outside professionals, including accounting programs preparing students for the
uniform examinations for chartered accountants, certified public accountants, certified controllers,
certified internal auditor and similar programs relating to the school’s curriculum, and allow a
reasonable number of academic semester credits for taking and passing of an internal examination
offered at the end of the program. The onus is on the School of Business to justify the rules and
regulations concerning professional certification programs offered at the school.

GAEP Statement 11
Student admission
Schools of Business have different intake philosophies. Open universities may be easy to get in, but hard
to finish. State universities have a mandate to educate the population. Private universities may be
determined to educate an elite to manage their sponsors’ global enterprises. The School of Business
maintains an admission policy that accepts students on the basis of their demonstrated preparation,
academic and/or professional curiosity demonstrated, for example by intake tests including SAT and
GMAT, and who the school believes will benefit from the education offered by the school to graduate
within the set time frame to become contributing members of society.
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GAEP Statement 12
Teaching effectiveness
Effectiveness means “producing the desired result,” the transfer of knowledge and understanding, the
development of professional skills, and above all the installing in the minds of the students a level of
curiosity that enables the students to be life-long learners which may be the result of attitudinal change.
The effectiveness may be shown by way of a popularity contest, masquerading as a “survey”.
Effectiveness should not be confused with efficiency. Peter Drucker has explained, “There is nothing as
useless as doing efficiently that which should not be done at all!”Some graduates may leave school,
apparently unimpressed, until they surprise the nation with good judgment, arguments and oratory skills,
becoming Prime Ministers. The average captains of industry are said to have a only a grade C on their
final report card, meaning, perhaps, they did not over-study or there was a time-delay. In the wider
sense, teaching effectiveness instilling a life-long affection for the Alma Mater (Latin: the “nourishing
mother”) — a title used in ancient Rome for various “mother goddesses”, and in Medieval Christianity
for the Virgin Mary — a title which should be earned by the School. In spite of the difficulty of
measuring teaching effectiveness, the applying School of Business under review is not relieved from the
task, but has reasonable leeway to convince the readers.

GAEP Statement 13
Faculty qualifications
The faculty should be academically and/or professionally qualified to inspire, teach, consult, and
generally motivate students to reach their objectives. Academic and professional degrees rank equally.
For example, a course may be taught by a full-time or adjunct member of the faculty who has the
following qualifications:

A Ph.D. with graduate level major, and concentration in the area of teaching responsibility,
or, if holding an out-of-the area PhD, combined with a professional degree from a
recognized board or institute, eg CA, CPA, CFA, CIA for accounting, from an IT or
professional marketing institute.

A Master’s degree with major in the area of teaching responsibility combined with a
professional degree from a recognized board or institute as explained immediately above.

In all reports and accreditation material produced, the individual identities of the faculty
members are encoded, and made available together with the underlying documentation to
the accreditation audit on a needs basis only, and an undertaking of strict confidentiality.

GAEP Statement 14
Faculty teaching load
The School of Business should allow faculty members sufficient time for personal activities including
research, continued professional education, and other activities including seminars and/or consulting
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inside or outside the School of Business, so that a teaching load of not more than three (3) courses per
semester, or six (6) courses per academic year is not exceeded, or 4 or 8 courses, respectively if the
faculty member is co-teaching with other faculty members.

GAEP Statement 15
Faculty time for leisure
Faculty shall have adequate time for leisure, the attendance of seminars and other extra-curricular
activities. The onus is on the applying School of Business to demonstrate and justify the reasonableness
of the conditions of, and duration for, leisure of its faculty members. In order to comply with the leisure
requirement, the School of Business is encouraged to provide the Board with a written statement in the
form of an informal letter from the independent and authorized representative(s) of the Faculty
Association, stating the facts and expressing an opinion on the issue of leisure. “Independence” has the
meaning of being disinterested in fact and appearance from the position of the authority(ies), officers
and administration the School of Business.

GAEP Statement 16
Faculty development
The School of Business maintains a policy to encourage and monitor continued academic and/or
professional development of members of the faculty including adjuncts. For example, academically
qualified faculty members are encouraged and required to published one article per academic year in an
academic journal, or two articles in a vocational or industry journal, while it would sufficient for
professionally qualified faculty members to keep their license current, eg, CA, CPA or CFA license if
currency requires an adequate level of continued professional education (CPE) by way of course
participation, publication, or certain membership activities.

GAEP Statement 17
Full-time and adjunct faculty
There is no distinction between full-time and adjunct members of the faculty, in fact, practicing faculty
members working in their profession of law, accounting, IT, or other fields of business during the day,
and teaching classes in the evenings, may be exceptionally well qualified and current provided they
possess the requisite teaching skills.

GAEP Statement 18
Faculty association
The School of Business should encourage and maintain an independent faculty association whose
primary purpose is to assist the school’s staff to improve and maintain generally accepted education
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standards, and accept faculty members’ grievances and complaints for presentation to the school’s staff
for the purpose of amicable resolution, or, if deemed necessary as a last resort, collective action.

GAEP Statement 19
Code of conduct, discrimination and retaliation
The School of Business should have and adhere to an approved and accepted code of conduct for all
members of the school, including students, staff, and faculty members. A school’s attempts to
discriminate against students, staff or faculty members to suppress complaints or grievances, or to
retaliate, for example by withholding grades, docking pay or imposing other disciplinary sanctions
without due process within a binding code of conduct, are violations of GAEP.

GAEP Statement 20
Reputation or standing
The School of Business’s general reputation, whether it is held in special regard by the public, other
schools of business, national standing, or rankings in the media, are a measure of value which is often
subjective and subject to change. The school’s reputation for purposes of accreditation may be
important, and should be important, for the School of Business to promote self-esteem. For purposes of
accreditation, however, self-esteem based on the school’s reputation, or absence thereof, should not be a
factor in the Board’s decision to allow, suspend or decline an application.

GAEP Statement 21
Financial stability
The School of Business should have access to liquid monetary reserves such as cash, marketable
securities and confirmed standby lines of credit from reliable financial institutions, sufficient to cover
one semester of the aggregate of staff and faculty salaries plus facility maintenance, rent, and other
financial commitments, exclusive of depreciation and amortization, if any. Schools of business that are
supported, or that are a part of a public institution that is supported, for example, by government or other
reliable organization, are normally exempt from demonstrating financial stability except in
circumstances that give rise to an indication of doubt. For the benefit of the accreditation auditor, to use
an accounting principle: the criteria covered by this Statement is in the nature of the issue of “going
concern”.

GAEP Statement 22
Withdrawal

13

Asian Association of Schools of Business International

A School of Business, at its discretion, may withdraw from accreditation at any stage, and at any time
with reasons in order to assist the AASBI, or without reasons.

GAEP Statement 23
Expulsion
The Board of Directors of the AASBI is obligated to request an accredited School of Business to
withdraw from accreditation for cause, and, if the requested withdrawal is not forthcoming, to expel the
school. Causes that may result in such action, include but are not limited to discreditable acts committed
by the school such as mass-dismissal of faculty members or students, political upheaval at the school’s
teaching location(s), intentional violation of any of the GAEP Statements without foreseeable remedy by
the school, or such other action(s) on the part of the accredited school that is considered by the Board as
a serious contravention of GAEP either in letter, in spirit, or both. Any decision of expulsion is effective
from the date of the Board’s decision, which may be appealed by the aggrieved School of Business
within a period of 90 days from the date of dispatch of the decision by the Chairperson, by way of a
written application for reconsideration to the Chairperson of the Board with reasons (together with an
offer to pay costs), which is to be considered by the board of directors in the presence of three outside
advisors chosen from the staff or faculty of AASBI–accredited schools of business (one chosen by the
applying School of Business, and one chosen by the Chairperson of the Board of the AASBI, and the
two so chosen appointing the third outside advisor).

GAEP Statement 24
No legal remedy or remedies
Legal action is expensive, the outcome(s) uncertain and demoralizing, and therefore most often contra–
productive and ineffective. Although organized for reasons of expediency as a C-corporation, the
AASBI’s revenues from fees and/or donations are calculated and designed to cover its costs plus a
reasonable reserve not dissimilar to, and perhaps more Spartan, than a “not-for-profit” organization.
Therefore, AASBI and schools of business applying, accredited or expelled ( if any) , specifically agree
to forego each other’s right(s) to legal action(s) in the court(s) of competent jurisdiction or other
authority, but to restrict themselves and acknowledge their only remedy or remedies, namely withdrawal
or expulsion. In any event, the damages claimed and awarded by or to either party, including third
parties, if any, shall in the form of liquidated damages, and shall not exceed the amount of $1,000 (one
thousand U.S. dollars) per law suit, complaint, or statement of claim, regardless of whatever the style of
cause may be.

GAEP Statement 25
Steering Committee
Each accredited School of Business is entitled and obligated to appoint one of its members of the
teaching faculty as a liaison and member of the AASBI’s informal steering committee to facilitate
communications among the accredited schools and business and the Board of the AASBI with a view of
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maintaining and improving GAEP and the Board’s procedures and processes for the benefit of the
accredited schools.

GAEP Statement 26
Reimbursement of outlays and expenses
In the absence of details agreed upon between the School of Business, applying or, or maintaining.
AASBI accreditation, any reasonable outlays or expenses incurred by the AASBI in fulfilling its duties,
for example, travel, accommodation, and other expenses, shall be for account of the School of Business,
and shall be reimbursed by the School of Business to the AASBI upon request.
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Example

ABC School of Business
Statement of Educational Conditions
as of 31 July 20X1
and
Management Report of the Directors
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ABC School of Business
Statement of Educational Conditions 1
As of September 30, 2011

Directors’ Responsibility Statement
The directors are responsible for the preparation of the Statement of Educational Condition including the financial
statements in accordance with the AASBI’s Generally Accepted Educational Standard on Auditing.
The directors confirm to the best of their knowledge that:
(a) the Statement of Educational Conditions submitted herein present fairly, in all material respects, (or give a
true and fair view of) the educational conditions of ABC School of Business as at July 31, 20X1, and (of) its
results of operation, including financial performance, for the year then ended in accordance with Generally
Accepted Education Principles promulgated by the Asian Association of Schools of Business Internaitonal;
(b) the management report of the Directors presents fairly (or gives a true and fair view) of the important events
that have occurred during the period and their impact on the Statement of Educational Conditions including
the financial statements for the period ended July 31, 20X1.
On behalf of the Board
Ernest Goodwill
Director
Date: XY September 20X1

1

The names of the persons mentioned in this example of a Statement of Educational Conditions, institutions and countries are
fictitious.
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Historical information
ABC School of Business (“the School”) is an educational unit within the ABC State University of XYZland. The
University has been in existence for 10 years. School has been in existence for 5 academic years.
Human Rights
XYZland is a States Party to the United Nations Declaration of Human Rights and adheres to the rights
enumerated, except that the freedom of expression may be a sensitive matter when political issues are addressed in
public, including the form of government, the judicial system, and labor movements.
Autonomy
ABC State University is an autonomous university, pursuant to State law…., subject to periodic licensing by the
Ministry of Education of XYZland according to public law and regulations.
License
The said ministerial license was first granted on September 1, 20XX and presently current, to be renewed on or
before July 30, 20XY.
Accreditation
ABC University of XYZland has been accredited on July 1, 20XX for an initial period of 5 years by [fictitious
example} EXQUISITE (The Excellence of Quality Institutional Inquiry and Testing Entity). The School of
Business is included in the EXQUISITE accreditation under standards applicable to the University as a whole. The
School is not accredited by a special business school, or master’s of business administration, accreditation service.
No application(s) have been made, approved or declined, other than the present application.
Facilities Available to the School of Business

[Note: Applicants with a substantial number of physical facilities that are in need of repair should submit their
application for accreditation after the repairs have been made.]
The School of Business is located a treed park of about 2½ acres with flower beds, bushes, walkways, 20 sitting
benches, and a fenced tennis/basketball court. The park is lit during times of darkness and attended by one security
guard, who is equipped with a radio to call in support, and a plastic club. All security personnel are trained in
medical first aid and are required to take refresher courses at least every three years. The School has access to an
infirmary with the standard first-aid equipment including a supply of oxygen, staffed by one nurse during all times
of teaching including evenings and weekends. The nurse is trained in first aid. The infirmary has a direct telephone
line to call the city ambulance and fire department for assistance.
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There has been one incident in the academic year 20XX, when the School of Business lost one of its professors
who had experienced a heart attack while in his office. The city’s ambulance arrived late. The School has since
contracted with a private ambulance service to lower the risk to students, staff and faculty in medial emergencies.
The U.S. Geological Service has ranked the earthquake threat level for AAA City, in which the entire teaching
facility of the School is located, as a Level 4 (the highest level assigned). The School’s physical facilities are
constructed using reinforced concrete, and have been retrofitted in the year 20XX at a cost of $2 million, providing
reasonable protection against loss of life, according to two recent independent earthquake engineering studies
commissioned by the School in the year 20XY.
Overall, according to the studies referred to above, management’s information and belief, the appearance and
design, construction and maintenance, space, equipment, in particular from an aspect of safety, the School’s
facilities compare favorably with those of other schools, colleges and universities in the region and beyond.

Student Admission
For the student intake of first-year undergraduates for the present academic year , x,xxx students applied, of whom
y,yyy have been accepted, of whom zzz students registered; xyz are in attendance. [Note: state all intakes by
department, if applicable, separated by undergraduate, graduate, doctoral and visiting exchange students] The
School of Business is looking to admit students you can benefit from, and contribute to, an educational experience
with lasting, transformative effects, with a high level of curiosity, strong analytical thinking, and personal
motivation to acquire knowledge and understanding. The School attempts to achieve a certain degree of national
diversity, representing a wide range of interests and backgrounds. The application process is need-blind without
regard to the prospective student’s financial ability. Financial aid is provided to the best of the School’s funding
ability. Admission is competitive based on







SAT scores (average total xxx out of max. 2400) for the undergraduate intake 20XZ academic year;
GMAT socres (average of yyy out of max. 800) for graduate intake;
High school grade point average (GPA) for undergraduates [state details, if available];
Letters of reference from teachers and professors based on subjective values [state requirement, if any];
Intake Examinations with an average score of xxx (max. zzz);
Other criteria [Note: delineate what they are, why they are used, to what extent, and with what effect or
result].

Curriculum
School of Business’s undergraduate and graduate curriculums are divided into two complementary parts. The core
curriculum in taught in the first year of study and provides a common foundation of fundamental knowledge
including all disciplines, namely accounting, finance, IT and organization, management and marketing, as well as
communication. The elective curriculum in the following semesters provides both depth and specialization but also
cross-registration, accompanied by field-based learning through case studies and internships. Details of the
School’s curriculums for each program offered is attached and marked Exhibit “A”.

Departmental Information : List of courses, faculty, student enrollment, and financing
Financial information projected based on approved budget(s) for the current academic year in thousands of US
dollars.
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Department of Accounting
Chairperson:

Full-time faculty:
Visiting faculty:
Adjunct faculty:

Anatole L. Pacioli
BSc (IT) University of Luxelles; MBA (accounting),
DC Tech, DBA (accounting) Arkansaw State; CA (HKG).
)
) [Provide listing in the above format]
)

Accounting courses and programs offered during the current academic year:
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Summary of Teaching Faculty’s Credentials and ‘Teaching Effectiveness’
The identities of individual faculty members have been encoded. The names and supporting documentation are
protected under the privacy laws of XYZland, made available to the accreditation auditor under conditions of
confidentiality.

[Provide a listing according to the format and content for the Department of Accounting above for the other
departments of the School:]
Department of Finance
Department of Information Technology
Department of Management
Department of Marketing
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Faculty Development
The School of Business maintains a policy to encourage (and does monitor) continued academic and/or
professional development of members of the faculty including adjuncts supervised by the Vice President of
Academic Affairs, as further described in the School’s Code of Practice and Conduct. All full-time faculty are
entitled to the attendance of seminars provided arrangements can be made to cover their absences without
disruption of teaching obligations, continued professional education (CPE) as required by their relevant
membership of professional institutes and organizations, and to have their direct expenses reimbursed. In the past
academic year, fifteen (15) faculty members attended seminars with aggregate allowed absence of 105 work days.
Ten (10) faculty members completed their CPE. The aggregate reimbursed faculty expenses for faculty
development for prior academic year came to $75,000. One faculty members has been reminded to renew a
relevant professional license. Although the School does not impose sanctions for failure to comply with relevant
professional license renewal, the Dean will make an entry in the faculty member’s personnel record, which is taken
into consideration by the Vice President of Academic Affairs at the annual performance review, and for purposes
of salary adjustment, promotion or demotion.
Faculty Teaching Loads
School’s Code of Practice and Conduct requires full-time faculty to teach three courses per semester, or six courses
during the academic year. One over-load course is permitted as of right, a second over-load course is permitted in
one semester provided it is taken as a reduction in course load from the subsequent semester, if the faculty member
is teaching (if not teaching there is no consequence). Five faculty members are teaching one course overload, and
one faculty member is teaching two course overloads in the current semester.

Faculty Leisure
The School’s Code of Practice and Conduct requires full-time faculty to be in attendance on three teaching days,
not including Sundays, for an aggregate number of 24 hours during a week. Attendance records submitted by
faculty on a self-reporting basis indicate an average attendance of 32 hours per week during the past semester. A
letter from the Faculty Association requests that hours of attendance in excess of the required 24 hours should be
remunerated by the School of Business, if justified by committee and other work performed at the Dean’s request.
The VP Academic Affairs has made a recommendation to the School’s Executive Committee who are expected to
make a decision after hearing the VP Finance and the President on the issue. Present indications are, that the
Faculty Association’s request is seen as reasonable, and that the School financial budget can bear the expenditure.

Faculty Association
The School’s Faculty Association faculty was constituted in the year 20XX, is open to, and consists of, nearly all
of the School’s full-time and adjunct faculty members, and is represented by an elected board consisting of a
president, a vice president, and three members, all of whom are members of the faculty. The Association and
Board meet in private. Officers of the Schools, including Deans, may attend on invitation only but are never
present during times of discussions and voting, and discourages the taking of notice of any information that is not
officially rendered by the Board of the Faculty Association. The membership has adopted a resolution in support of
the present application for accreditation. A true copy of the resolution attached and marked as Appendix C,
“Resolution of the Faculty Association of ABC School of Business in Support of the Application for AASBI
Accreditation” dated August 20, 200XX. To promote the independence and impartiality of its Board, the Faculty
Association is self-funded, the members and the Board are not held in any particular regard, and any dealings with
them are at arm’s-length.
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Financial Statements
[Note: The School of Business should disclose financial information according to the following format and
captions to the extend applicable, for the current as budgeted, the previous and one prior to the previous fiscal
years. Adapted and expanded as to budgeted amounts from Harvard Business School’s Annual Report 2007 at
http://www.hbs.edu/about/annualreport/2007/financialstatements.html Retrieved 2011-02-25]
Consolidated Statement of Actual and Forecast [Budgeted] Activity and Cash Flows
For the fiscal years ended [eg, July 30]
In thousand [or in millions]. See disclaimer below the tabulations, disclaiming application of accounting principles.
Prior to
Previous
20XX

Previous
20YY

Forecast
20ZZ

Revenues
Tuition and fees
Undergraduate
Graduate
Doctoral
Executive education
Total tuition and fees
Publishing [ if material]
Endowment distribution
Unrestricted use of gifts
Housing, rents, and other
Interest income
Total receipts

…
…
…
____
…
…
…
…
…
_____
_____

…
…
…
____
…
…
…
…
…
_____
_____

…
…
…
____
…
…
…
…
…
_____
_____

Expenses
Salaries and benefits
Publishing and printing
Space and occupancy
Supplies and equipment
Professional services
Fellowships
University assessments
Debt service
Other expense
Total expenses

…
…
…
…
…
…
…
…
_____
_____

…
…
…
…
…
…
…
…
_____
_____

…
…
…
…
…
…
…
…
_____
_____

Cash from operations
Use of endowment gifts of appreciation
Cash before capital activities

…
_____
_____

…
_____
_____

…
_____
_____

Capital expenses
Use of gifts for capital projects
Net capital expenses

…
_____
_____

…
_____
_____

…
_____
_____

Net borrowing (investments)
Debt principal payments
Other activity
Net debt and other

…
…
_____
_____

…
…
_____
_____

…
…
_____
_____
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Change in unrestricted reserves
Beginning balance, unrestricted reserves
Ending balance, unrestricted reserves

Prior to
Previous:
20XX
(continued)

Previous:
20YY
(continued)

Forecast:
20ZZ
(continued)

…
_____
_____

…
_____
_____

…
_____
_____

Prior to
Previous
20XX

Previous
20YY

Forecast
20ZZ

…
…

…
…

…
…

Consolidated Actual and Budgeted Balance Sheet
For the fiscal years ended [eg, July 30]
In thousand [or in millions]

Assets
Cash
Unrestricted reserves
Receivables, loans, and other assets
Invested funds
Endowment investments
Current fund investments
Interest in trust held by others
Facilities, net of accumulated depreciation
Total assets

…
…
_____
_____

…
…
_____
_____

…
…
_____
_____

Liabilities
Deposits, advances, and other
Deferred revenue
Other debt owed
Building debt
Total liabilities

…
…
…
_____
_____

…
…
…
_____
_____

…
…
…
_____
_____

Composition of net assets
Unrestricted reserves
Undistributed income and other
Pledge balances
Student loan funds
Investment in facilities
Endowment and other invested funds
Total assets net of liabilities

…
…
…
…
…
_____
_____

…
…
…
…
…
_____
_____

…
…
…
…
…
_____
_____

…

…

…

…

…

…

Disclaimer: This statement presents a managerial view of ABC School of Business’s operations focused primarily
on cash available for use. It is not intended to present the financial results in accordance with generally or
international accepted accounting principles or standards. A presentation in accordance with GAAP would report
higher operating revenues for gifts and endowment distribution and would include depreciation expense, yielding
income from operations of xxx thousand [or million] in fiscal [state the year]. Cash flows, however, would be
equivalent under [state the accounting principle applied in the computation].
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Notes to the Statement of Educational Conditions
and Consolidated Financial Statements
Include information on
 Educational policies and practices
 Explanations of items
 Significant accounting polices
 Etc.
[Note: Required disclosure should be presented on the face of the Statement of Educational Condition, and the
Consolidated Financial Statements, rather than the notes.]
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[Insert here and on the following pages the Management Report of the Directors of the School of
Business or, if the School is part of another entity the Report of the Directors of that entity with
emphasis on the School of Business]

Management Report of the Directors
Please report significant achievements, setbacks and/or developments over the past three years,
contingencies, and future outlook relating to students, faculty and staff, finance, licensing (disregard
ranking, popularity contents, etc.).
[signed}
_____________
Director (or Trustee)
On behalf of the Board of Directors (or Trustees)
Enclosures:
Please enclose hardcopies of the official catalogues for the past three years or more.
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AASBI

ASIAN ASSOCIATION OF SCHOOLS OF BUSINESS INTERNATIONAL

MICHAEL SCHEMMANN, DIRECTOR, BOX 9, PAK THONG CHAI, NAKHON RATCHASIMA 30150, THAILAND
___________________________________________________________________________________________________________________
_

APPLICATION CHECKLIST and AFFIRMATIONS
PLEASE FILL IN BY HAND IN CAPITAL LETTERS, IN THE ENLISH LANGUAGE, CHECK THE “YES” OR “NO” BOXES, DATE
AND SIGN. AND SUBMIT TO (1) AASBI AND TO (2) THE ACCREDITATION AUDITOR TOGETHER WITH THE APPLYING
SCHOOL’S (OR COLLEGE’S OR DEPARTMENT’S) STATEMENT OF EDUCATIONAL CONDITIONS AND DIRECTORS’ REPORT.
NOTE: THE AASBI BOARD’S ACCREDITATION DECISION (INCLUDING RENEWAL(S) IS/ARE DISCRETIONARY WITHOUT
RECOURSE, BASED ON THE ALL AVAILABLE INFORMATION, FACTS AND SURROUNDING CIRCUMSTANCES IN THE
APPLICANT’S EFFORTS TO COMPLY WITH AASBI’S GENERALLY ACCEPTED EDUCATION PRINCIPLES (GAEP).

Line
A

Name of the legal entity applying:

Line
B

Name of the operating entity applying, if different:

Line
C

Main physical location and address:

Line
D

Contact person:

Line
E

Additional contact person(s), if any

1

GAEP Statement 1
The Applicant is a degree-granting institution (eg, associate and bachelor, master, or higher
GAEP Statement 2
The Applicant’s jurisdiction is a States Party to the United Nations Universal Declaration of
Human Rights (UDHR), and respects and protects the human rights in particular of movement,
thought, conscience, religion and expression.
If Applicant’s affirmation is “no”, describe in key words below the reasons for your information
and belief, in particular as they relate to former or present faculty, staff and students detained for
“political offences” in the widest sense, and prospect of release from detention (attach a separate
sheet, if more space is needed).

Yes

No

Yes

No

GAEP Statement 3
The Applicant’s practices and policies affirm the UDHR.
GAEP Statement 4
The Applicant provides equal opportunity to all (faculty, staff and students) based on merit
without discrimination on the basis of unchangeable personal characteristics including
nationality, religion and sexual orientation.
If Applicant’s affirmation is “no”, describe in key words below the Applicant’s reasons (attach a
separate sheet, if more space is needed).

Yes

No

Yes

No

2

2-1

3
4

4-1

Telephone number:

Email address:

:
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5

6
7

7-1

8

9
10

11

12
13

14

15
15-1
16

GAEP Statement 5
The Applicant’s teaching location(s) is/are accessible and safe, with a bookstore and library (or
adequate internet access), recreational facilities or a park, cafeteria or restaurant access on
campus or close-by, as well as medical facilities for emergencies.
The Applicant has been in existence for a period of four academic years or more, graduated at
least one cohort, and is expected to continue to exist (as a “going concern”) until the end of the
accreditation period (which is normally two full academic years, in some cases three)
GAEP Statement 7
The school (college or department0 is autonomous and distinguished from any and all other units
of the larger educational entity, if any; subject to governmental regulation only as required by
law.
If Applicant’s affirmation is “no”, describe in key words below (attach a separate sheet, if more
space is needed)
GAEP Statement 8:
The teaching facilities are sufficiently spacious with teaching aids including overhead projectors
and the like, computer labs, student access to physical or digital books, recreational facilities,
park and/or sitting areas, medical emergency facility(ies), in a geographical area relatively free
natural disasters or adequate protection eg by designed or retrofitted construction(s), and is not in
a war zone or zone of continuous military conflict.
GAEP Statement 9:
The Applicant’s curriculum focuses on general management and business administration and
related fields.
GAEP Statement 10:
The Applicant provides professional certification programs at the School by members of the
faculty or qualified outside professionals, including but not limited to accounting programs
preparing students for the uniform examinations for the certified public accountant, chartered
accountant and/or certified controller or certified management accountant, or chartered financial
analyst..
GAEP Statement 11:
The Applicant accepts students on the basis of their demonstrated preparation, academic and/or
Professional curiosity, who, the Applicant believe, will benefit from the education offered within
a set time frame to become contributing members of society.
GAEP Statement 12:
The Applicant is making continuous efforts in measuring teaching effectiveness, eg by way of
measuring learning outcomes.
GAEP Statement 13:
The Applicant’s teaching faculty are academically and/or professionally qualified within the
meaning of GASP Statement 13, and as outlined in detail in the Applicant’s accompanying
Statement of Educational Conditions.
GAEP Statement 14:
The Applicant allows faculty members sufficient time for personal activities including research,
CPE and seminars and/or consulting activities insider or outside the business schools, or college,
or department. The faculty members’ teaching load does not exceed six (6) semester courses per
academic years; and does not exceed eight (8) semester course per academic year if co-teaching.
GAEP Statement 15:
The Applicant allows faculty members adequate time for leisure, seminars and other extracurricular activities.
Re GAEP Statement 15:
The Applicant attaches a written statement from the School’s Faculty Association, addressing
GAEP Statement 15.
GAEP Statement 16:
The Applicant encourages and monitors its faculty members’ including adjuncts’ CPE
(Continued Professional Development) including but not limited to publication requirements.
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Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No
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17
18
19
20
21
22
23

24
25

26

GAEP Statement 17:
AASBI does not distinguish between full-time and adjunct ( in particular, if professionally
qualified and active) faculty. The Applicant is not required to affirm on this checklist.
GAEP Statement 18:
The Applicant should and does maintain an independent Faculty Association for the purpose of
amicable resolutions, or, if deemed necessary as a last resort, collective action.
GAEP Statement 19:
The Applicant has an adheres to an accepted code of conduct for all members of the School
including faculty, staff and students.
GAEP Statement 20:
The AASBI place no value on the School’s general reputation. The Applicant is not expected to
affirm on this checklist.
GAEP Statement 21:
The Applicant has access to sufficient liquid funds to cover one semester of the aggregate of staff
and faculty salaries and facility maintenance.
GAEP Statement 22:
The Applicant is aware of its discretion to withdraw from accreditation at any state, and at any
time with reasons in order to assist the AASBI, or without reasons.
GAEP Statement 23:
The Applicant acknowledges that Director(s) of AASBI is obligated to request an accredited
School to withdraw from accreditation under the circumstances further described in GAEP
Statement 23,
GAEP Statement 24:
The Applicant acknowledges and specifically waives any right(s) to recourse in the courts of
competent jurisdiction or any other panel, as further described in GAEP Statement 24.
GAEP Statement 25:
The Applicant acknowledges its right and obligation to appoint one of its teaching faculty as a
liaison and member of the AASBI’s informal steering committee during the entire period of
accreditation including renewal(s).
GAEP Statement 26:
The Applicant undertakes to reimburse the AASBI for any reasonable outlays incurred for this
application including travel and accommodation for site visit and other expenses.

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

I affirm on behalf of the Applicant that the information provided above is true and correct.
DATED at __________________________________, on this ___________ day of ___________________ 20_______.
Authorized signature(s)

______________________________________________________
Signed
Name in capital letters: ___________________________________

[ Seal ]

Title or function: ________________________________________

Signed
Name in capital letters: ___________________________________
Title or function: ________________________________________
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[ Seal ]

Generally Accepted Educational Standards on Auditing
(GAESA)
Promulgated by the
Asian Association of Schools of Business International
March 2011

Generally Accepted Educational Standards on Auditing (GAESA)

GAESA 200
Objectives
Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with
Generally Accepted Educational Standards on Auditing
Introduction
Generally Accepted Educational Standards on Auditing (GAESA) promulgated by the Asian
Association of Schools of Business International (AASBI) are concerned with the independent auditor's
responsibilities in auditing Statements of Educational Conditions by gathering and evaluating Sufficient
Appropriate Audit Evidence as a basis for the expression of an opinion, whether the Statement of
Educational Conditions present fairly, in all material respects, (or give a true and fair view of) of the
educational conditions of the School of Business under audit in accordance with Generally Accepted
Educational Principles (GAEP) promulgated by the AASBI.
GAESA are guided by ideas contained in the International Standards on Auditing (ISA), pronounced by
the International Auditing and Assurance Standards Board at the International Federation of
Accountants, as standards of auditing for financial reporting adopted by the European Union.
The preparation of Statement of Educational Conditions is the responsibility of management of the
reporting entity or those charged with governance.
In order to express an opinion, the auditor is required to obtain reasonable assurance by collecting
sufficient evidence that the Statement of Educational Conditions as a whole are free from material
misstatement (whether by error or fraud).
A misstatement is material, if the misstatement, individually or in the aggregate, could reasonably be
expected to influence the educational decision of users of the Statement of Educational Conditions.
Materiality is applied both in the planning and the performance of the audit, and in evaluating the effect
of identified misstatements on unconnected misstatements, including omissions.
The auditor maintains professional skepticism throughout the planning and performance of the audit,
identifying and assessing risk of material misstatement based on an understanding of the entity's internal
control, obtaining sufficient evidence through the design and implementation of appropriate responses to
the assessed risks, in order to form an opinion on the Statement of Educational Conditions drawn from
the audit evidence.
The form of the opinion expressed by the auditor depends on the GAEP’s reporting framework. In cases
when reasonable assurances cannot be obtained and a qualified opinion is insufficient in the
circumstances, the auditor shall disclaim an opinion or withdraw (resign) from the engagement, if
possible under applicable law or regulation.
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Overall Objectives of the Auditor
The overall objectives of the auditor are:
(a) To obtain reasonable assurance in order to express an opinion whether the Statement of
Educational Conditions as a whole is free from material misstatement, whether due to error or
fraud, are prepared in accordance with an GAEP.
(b) To report on the Statement of Educational Conditions, communicating the findings.
When reasonable assurance cannot be obtained, in all cases in which a qualified opinion is insufficient
the auditor shall disclaim an opinion or withdraw (or resign) from the engagement.
Definitions
(a) GAEP. ― The reporting framework promulgated by the Asian Association of Schools of Business
and accepted by management for the preparation of the Statement of Educational Conditions.
(b) Audit evidence. ― Sufficient (quantity) and appropriate (quality) information, including internal and
external documents and records, used by the auditor to reach a conclusion on the basis of which the
auditor forms an opinion. Information is sufficient, if it answers to the risks of material misstatements
(eg, by enlarging or reducing the sample size). Information is appropriate, if it is relevant and reliable.
(c) Audit risk. ― The material misstatement of the Statement of Educational Conditions is the risk that
the auditor faces.
(d) Auditor. ― The person conducting an audit.
(e) Detection risk. ― Audit procedures reducing the risk of detecting material misstatement(s) to an
acceptable low level is called the "detection risk".
(f) Statement of Educational Conditions. ― Structured presentation of historical, present and prospective
information, including related notes, communicating an educational entity’s issues including but not
limited to those going to the application of human rights, equal opportunity, infrastructure, continued
existence, autonomy, physical facilities, installations and safety, curriculums, professional certification
programs, student admission, teaching effectiveness, faculty’s qualifications, teaching load, leisure and
development, faculty association, code of conduct, financial stability including statements relating to
resources (assets), or obligations (liabilities) and composition of net assets (balance sheet), cash flows,
income and expenses (income statement, in accordance with GAEP’s reporting framework.
(g) (i) Historical financial information. ― Financial information relating to past time periods.
(ii)Prospective financial information.— Financial information relating to future periods.
(h) Management. ― Person(s) of the entity with executive responsibility.
(i) Misstatement. ― A difference between the disclosed information and the required information,
including classification and/or amount, or disclosure of an item in the reported Statement of Educational
Conditions, arising from error or fraud.
(j) Premise. ― Management is responsible for the preparation of Statement of Educational Conditions in
accordance with the financial reporting framework, fair presentation, internal control, and that the
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Statement(s) of Educational Conditions is/are free from material misstatement (omission or fraud),
providing the auditor with access to all information, records, documentation, and unrestricted access to
persons within the entity.
(k) Professional judgment. ― Informed decision based on relevant training, knowledge and experience.
(l) Professional skepticism. ― The attitude of a questioning mind.
(m) Reasonable assurance. ― A high but not absolute level of assurance.
(n) Risk of material misstatement. ― The risk that the Statement of Educational Conditions is materially
misstated prior to audit, comprised of "inherent risk" (in and by itself) and "control risk" (internal control
is ineffective).
(o) Person(s) charged with governance. ― Accountable person overseeing the strategic direction of the
entity (eg corporate trustee; may include management, executive members of the board of directors,
corporate trustee, or owner-manager).
Requirements







Ethics including those pertaining to independence for audit engagements.
Planning of the audit.
Maintain attitude of professional skepticism.
Exercise professional judgment in the planning and conduct of the audit.
Obtain sufficient audit evidence relative to the assessed audit risk.
Have an understanding of the entire text and comply with an GAESA.

Application
Scope of the Audit
The auditor's opinion on Statement of Educational Conditions whether prepared, in all material respects,
in accordance with the GAEP.
The auditor gives no assurance of the future viability of the entity, efficiency or effectiveness of
management.

Preparation of the Statement of Educational Conditions
GAESA require that those charged with governance have acknowledged and understand their
responsibility for (a) preparing the Statement of Educational Conditions, (b) internal control, (c) access
to all and additional information, and access to persons within the entity.
Preparation of Statement of Educational Conditions requires:
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Identification of GAEP as the identified framework
Preparation of the Statement of Educational Conditions in accordance with the identified
framework (GAEP)
Adequate description of the identified framework (GAEP) in the Statement of Educational
Conditions.

Accounting estimates and accounting policies selected by management shall be reasonable in the
circumstances in the context of GAESA .
The Statement of Educational Conditions may be for general users or for specific users.
Ethical Requirements Relating to an Audit of Statement of Educational Conditions
The fundamental principles with which the auditor is required to comply are delineated by the
International Ethics Standards Board for Accountants Code of Ethics for Professional Accountants
(IESBA Code), which are:
(a) Integrity;
(b) Objectivity;
(c) Professional competence and due care;
(d) Confidentiality; and
(e) Professional behavior.
The public interest requires the auditor's independence of the audited entity. The IESBA Code defines
independence as both, independence of mind, and independence in appearance. Independence enhances
the auditor’s integrity, objectivity and attitude of professional skepticism.
NG
International Standard on Quality Control 1 (ISQC 1) requires quality control policies and procedures in
place designed to provide reasonable assurance that the firm and its personnel comply with relevant
ethical requirements, including those pertaining to independence. GAESA 220 sets out the engagement
partner’s responsibilities with respect to relevant ethical requirements.
Professional Skepticism
Professional skepticism includes being alert to, for example:
 Audit evidence that contradicts other audit evidence obtained
 Information that brings into question the reliability of documents and responses to inquiries to
be used as audit evidence
 Conditions that may indicate possible fraud
 Circumstances that suggest the need for additional audit procedures beyond those required in the
GAESA.
Records and documents may be accepted as genuine unless the auditor has reason to believe the
contrary, but shall consider the reliability of information to be used as audit evidence and investigate
further if a document may not be authentic or falsified.
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That auditor is not dispensed of the requirement of professional skepticism by relying on past experience
of the honesty and integrity of management and those charged with governance. The auditor is not
allowed to be satisfied with less than persuasive audit evidence when obtaining reasonable assurance.
Professional Judgment
Decisions made throughout the audit require professional judgment, in particular about
 materiality and audit risk
 the nature, timing and extent of audit procedures and gathering of audit evidence
 the sufficiency of audit evidence, and
 whether more work needs to be done
 the evaluation of management’s judgments
 the drawing of conclusions based on the audit evidence obtained, eg the reasonableness of
estimates by management in the preparation of the Statement of Educational Conditions.
The auditor's competency to make reasonable professional judgments is gained by training, knowledge
and experience.
In any particular case, professional judgment is based on the facts and circumstances that are known to
the auditor; assisted by consultation on difficult or contentious audit matters within the audit team
including more experienced members, and others within and outside the firm.
Professional judgment needs to be exercised consistent with facts and circumstances known throughout
the audit up to the auditor's report.
Professional judgment needs to be appropriately documented.
Professional judgment may not be used as justification not otherwise supported by facts and
circumstances or by sufficient audit evidence.
Sufficiency and Appropriateness of Audit Evidence
Audit evidence is primarily obtained from audit procedures performed during the audit, but may include
information from previous audits or a firm's quality control procedures for client acceptance and
continuance. The entity's internal and external documents and records are an important source of audit
evidence, as is evidence prepared by experts employed or engaged by the entity.
Audit evidence is comprised of both, corroborating and contradicting management's assertions,
including, in some cases, the absence of information by refusal to provide it.
GAESA 200, A28 includes the observation that "Most of the auditor’s work in forming the auditor’s
opinion consists of obtaining and evaluating audit evidence."
Sufficiency of audit evidence is a measure of the auditor's assessment of the risk of misstatement, in that
the higher the assessed risk, the more audit evidence is likely to be required. Sufficiency of audit
evidence is also a measure of the quality of such audit evidence, in that the high the quality, the less may
be required.
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"Obtaining more audit evidence, however, may not compensate for its poor quality." (GAESA 200, A29)
Appropriateness of the audit evidence goes to the issue of audit quality and is characterized by both,
relevance and reliability (influenced by source and nature dependent on individual circumstances) in
support of an auditor's opinion.
Appropriate audit evidence is sufficient if it reduces audit risk to an acceptable low level to enable the
auditor to draw reasonable conclusions, and is therefore as matter of professional judgment.
Audit Risk
Audit risk is comprised of the risk of material misstatement and detection risk is incapable of precise
measurement, and therefore a matter of professional judgment.
Audit risk is a technical term related to the process of auditing; it does not refer to the auditor’s business
risks such as loss from litigation, adverse publicity, or other events arising in connection with the audit
of Statement of Educational Conditions.
DITING
Risks of Material Misstatement
The risks of material misstatement is considered at levels:
 the overall Statement of Educational Conditions level taken as a whole potentially affecting
many assertions, and
 the assertion level for educational conditions, classes of transactions, account balances, and
disclosures (comprised of inherent risk and of control risk) to determine the nature and timing of
further audit procedures to obtain SAAV enabling the auditor to express an opinion.
The risk of material misstatement at the assertion level may be stated by use of a model expressing the
components of the audit risk (risk of material misstatement, and detection risk comprised on inherent
risk and control risk) in mathematical terms in order to arrive at an acceptable level of detection risk
when planning audit procedures.
Inherent risk and control risk are the entity’s risks that pre-exist and are independent of the audit of the
Statement of Educational Conditions.
Business risks may influence inherent risk. Examples are structural developments that might cause
demand for education to decline and the value of investments overstated. Other examples may include a
lack of sufficient working capital to continue operations, or a high level of failures based on
demographics, stresses in the economy including disposable incomes reducing the ability to pay for
education.
Control risk goes to the effectiveness of the design, implementation and maintenance of the entity's
internal control for the preparation of Statement of Educational Conditions, which does not remove the
possibility of human errors or mistakes, or of controls being circumvented by collusion or inappropriate
management override, and therefore some control risk always exists.
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Detection Risk
The level of detection risk that can be accepted is inversely related to the risk of material misstatement at
the assertion level. In other words, the greater the risks of material misstatement the auditor believes
exists, the less the detection risk that can be accepted and, accordingly, the more persuasive the audit
evidence is required by the auditor.
Audit procedures that may reduce detection risk include
 adequate planning
 proper assignment of personnel to the engagement team
 professional skepticism, and
 supervision and review of the audit work.
Some detection risk always exists.
Limitations of an Audit
An audit is not an official investigation into alleged wrongdoing. Accordingly, the auditor is not given
specific legal powers, such as the power of search, which may be necessary for such an investigation.
There is an expectation by users of Statement of Educational Conditions that the auditor will form an
opinion on the Statement of Educational Conditions within a reasonable period of time and at a
reasonable cost, recognizing that it is impracticable to address all information that may exist or to pursue
every matter exhaustively on the assumption that information is in error or fraudulent until proved
otherwise.
Audits shall therefore be planned and supervised, directing audit efforts into areas most expect to contain
risks of material misstatement (by error or fraud), using testing and other procedures of examining
populations for misstatements.
Other significant matters limiting the effectiveness of the audit include
 fraud involving senior management or collusion
 related party relationships and transactions
 non-compliance with laws and regulations
 future events or conditions that may affect the entity's existence (going concern issue).
The subsequent discovery of a material misstatement of the Statement of Educational Conditions
resulting from fraud or error does not by itself indicate a failure to conduct an audit in accordance with
GAESA, which does not justify the auditor to be satisfied with less than persuasive evidence. Whether
the auditor has performed an audit in accordance with GAESA is determined by the audit procedures
performed in the circumstances, the sufficiency and appropriateness of the audit evidence obtained as a
result thereof and the suitability of the auditor’s report based on an evaluation of that evidence in light of
the overall objectives of the auditor.
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Conduct of an Audit in Accordance with GAESA
Nature of GAESA
GAESA, taken together, provide the standards for the auditor’s work in fulfilling the overall objectives
of the auditor. GAESA deal with the general responsibilities of the auditor, as well as the auditor’s
further considerations relevant to the application of those responsibilities to specific topics.
Contents of the GAESA
Requirements are expressed in the GAESA using the word “shall”.
AUDITING
When guidance is provided, the explanations what the guidance is intended to cover including examples
of procedures do not in itself impose a requirement.
"Definitions" are provided to enhance consistency of the application and interpretation, not to override
definitions established for other purposes, but will cover the same meanings throughout the GAESA
unless otherwise indicated.
Objectives Stated in Individual GAESA
Each objectives contained in individual GAESA is to be understood in the context of the overall
objectives of the auditor stated in paragraph 11 of this GAESA, namely:
(a)

(b)

To obtain reasonable assurance about whether the Statement of Educational Conditions as a
whole are free from material misstatement, whether due to fraud or error, thereby enabling the
auditor to express an opinion on whether the Statement of Educational Conditions are
prepared, in all material respects, in accordance with an GAEP; and
To report on the Statement of Educational Conditions, and communicate as required by the
GAESA, in accordance with the auditor’s findings.

The auditor is required to have regard to the interrelationships among GAESA, because they deal with
general responsibilities and with application of those responsibilities.
Use of Objectives to Determine Need for Additional Audit Procedures
Not all circumstances of audit engagements circumstances are anticipated in the GAESA, "the auditor is
responsible for determining the audit procedures necessary to fulfill the requirements of the GAESA and
to achieve the objectives."
Use of Objectives to Evaluate Whether SAAV Has Been Obtained
Failure to Achieve an Objective
If in the professional judgment of the auditor inSufficient Appropriate Audit Evidence has been obtained
in the context of the overall objectives of the auditor, the auditor may
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evaluate whether further relevant audit evidence has been, or will be, obtained as a result of
complying with other GAESA
extend the work performed in applying one or more requirements, or
perform other procedures judged by the auditor to be necessary in the circumstances;

and if not practical or not possible in the circumstances, GAESA requires the auditor to determine the
effect on the auditor's ability to complete the engagement.
Complying with Relevant Requirements
If a GAESA (and therefore all of the GAESA's requirements) is not relevant in the circumstances, eg an
internal audit function does not exist in the entity, so that nothing in GAESA 610, “Using the Work of
Internal Auditors” is relevant.
Failure to Achieve an Objective

Professional judgment decides whether an audit objective has been achieved, or has not been
achieved. It is not necessary for the auditor to document separately (eg by way of a checklist),
that individual objectives have been achieved, but rather "the documentation of a failure to
achieve an objective assists the auditor’s evaluation of whether such a failure has prevented the
auditor from achieving the overall objectives of the auditor."
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GAESA 210
Audit Engagements
Agreeing the Terms of Audit Engagements
Introduction
This chapter is concerned with the auditor’s responsibilities in agreeing the terms of the audit
engagement with management and, where appropriate, with those charged with governance, and
establishing that certain preconditions for an audit, responsibility for which rests with management are
present.
GAESA 220, “Quality Control for an Audit of Statement of Educational Conditions” is concerned with
aspects of engagement acceptance that are within the auditor's control.
Objective

The auditor's objective under this standard is to accept, or to continue, an audit engagement
only if the terms of performance have been agreed with management or, where appropriate,
those charged with governance, preconditions for an audit are present, and the basis upon which
it is to be performed has also been agreed.
Definitions
Preconditions for an audit. ― The use by management of GEASA’s reporting framework in the
preparation of the Statement of Educational Conditions and the agreement of management and, where
appropriate, those charged with governance to the premise on which an audit is conducted.
For the purposes of this GAESA, references to “management” should be read hereafter as “management
and, where appropriate, those charged with governance.”
Requirements
Preconditions for an Audit
The preconditions that the auditor is required to establish include
(a) a determination that the GAESA reporting framework for the preparation of Statement of
Educational Conditions is acceptable, or is not acceptable; and
(b) obtain management's agreement that management acknowledges and understands its responsibility
for the following, namely
(i) for the preparation of the Statement of Educational Conditions in accordance with GAEP
(including their fair presentation where relevant),
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(ii) for internal control deemed necessary in the view of management for the Statement of
Educational Conditions to be free from material misstatement, regardless whether due to error or
due to fraud; and
(iii) to provide the auditor with
a. access to all information of which management is aware that is relevant to the preparation of
Statement of Educational Conditions such as records, documentation and other matters,
b. additional information that the auditor may request from management for purpose of the
audit, and
c. unrestricted access to persons within the entity from whom the auditor determines it necessary
to obtain audit evidence.
Limitation on Scope Prior to Audit Engagement Acceptance

The auditor shall not accept an audit engagement subject to management's scope limitations on
the auditor's work that would, in the auditor's assessment, result in disclaiming an opinion on
the Statement of Educational Conditions.
Other Factors Affecting Audit Engagement Acceptance
Preconditions for an audit, if not present, shall be discussed with management, and the auditor shall not
accept the proposed audit engagement if
(a) the GAESA reporting framework to be applied in the preparation of the Statement of Educational
Conditions is unacceptable; or
(b) the agreement mentioned above, that management acknowledges and understands its responsibilities,
has not been obtained.
Agreement on Audit Engagement Terms
The agreement with management shall be recorded in an audit engagement letter (or other suitable form
of writing) including
(a) The objective and scope of the audit of the Statement of Educational Conditions;
(b) The responsibilities of the auditor;
(c) The responsibilities of management;
(d) Identification of the GAEP for the preparation of the Statement of Educational Conditions; and
(e) Reference to the expected form and content of any reports to be issued by the auditor and a statement
that there may be circumstances in which a report may differ from its expected form and content.
Recurring Audits
The auditor is required to assess the circumstances as to a need to require a revision of the audit
engagement.
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Acceptance of a Change in the Terms of the Audit Engagement

The terms of audit engagement shall not be changed or reduced to a lower level of assurance
without reasonable justification, and if changed, the new terms shall be agreed and documented
in an engagement letter or other form of written agreement.
If the auditor agrees to change the terms of the audit, and management does not permit the continuation
of the original audit engagement, the auditor shall (a) withdraw from the audit engagement, and (b)
consider possible obligations to notify other parties such as those charged with governance, owners or
the AASBI.
Example of an Audit Engagement Letter
To the appropriate representative of management or those charged with governance of ABC
School of Business:
[The objective and scope of the audit]
You have requested that we audit the Statement of Educational Conditions of ABC School of
Business, which comprise (as defined in GEASA Chapter 1) “a structured presentation of
historical, present and prospective information, including related notes, communicating an
educational entity’s issues including but not limited to those going to the applications of human
rights, equal opportunity, infrastructure, continued existence, autonomy, physical facilities,
installations and safety, curriculums, professional certification programs, student admission,
teaching effectiveness, faculty’s qualifications, teaching load, leisure and development, faculty
association, code of conduct, financial stability including statements relating to resources
(assets), or obligations (liabilities) and composition of net assets (balance sheet), cash flows,
income and expenses (income statement, in accordance with GAEP’s reporting framework.”
We are pleased to confirm our acceptance and our understanding of this audit engagement by
means of this letter. Our audit will be conducted with the objective of our expressing an opinion
on the Statement of Educational Conditions.
[The responsibilities of the auditor]
We will conduct our audit in accordance with Generally Accepted Educational Standards on
Auditing (GAESA). Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the Statement of
Educational Conditions is free from material misstatement. An audit involves performing
procedures to obtain audit evidence about the educational conditions, amounts and disclosures in
the Statement of Educational Conditions. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the Statement of
Educational Conditions, whether due to fraud or error. An audit also includes evaluating the
appropriateness of educational, financial and accounting policies used and the reasonableness of
educational and numerical estimates made by management, as well as evaluating the overall
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presentation of the Statement of Educational Conditions.
Because of the inherent limitations of an audit, together with the inherent limitations of internal
control, there is an unavoidable risk that some material misstatements may not be detected, even
though the audit is properly planned and performed in accordance with GAESA.
In making our risk assessments, we consider internal control relevant to the entity’s preparation
of the Statement of Educational Conditions in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. However, we will communicate to you in writing
concerning any significant deficiencies in internal control relevant to the audit of the Statement
of Educational Conditions that we have identified during the audit.
Our audit will be conducted on the basis that management and, where appropriate, those charged
with governance acknowledge and understand that they have responsibility:
(a) For the preparation and fair presentation of the Statement of Educational Conditions in
accordance with International Financial Reporting Standards;
(b) For such internal control as [management] determines is necessary to enable the
preparation of Statement of Educational Conditions that are free from material
misstatement, whether due to fraud or error; and
(c) To provide us with:
(i) Access to all information of which [management] is aware that is relevant to the
preparation of the Statement of Educational Conditions such as records, documentation
and other matters;
(ii) Additional information that we may request from [management] for the purpose of
the audit; and
(iii) Unrestricted access to persons within the entity from whom we determine it
necessary to obtain audit evidence.
As part of our audit process, we will request from management and, where appropriate, those
charged with governance, written confirmation concerning representations made to us in
connection with the audit.
We look forward to full cooperation from your staff during our audit.
[Other relevant information]
[Insert other information, such as fee arrangements, billings and other specific terms, as
appropriate.]
[Insert appropriate reference to the expected form and content of the auditor’s report.]
The form and content of our report may need to be amended in the light of our audit findings.
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Please sign and return the attached copy of this letter to indicate your acknowledgement of, and
agreement with, the arrangements for our audit of the Statement of Educational Conditions
including our respective responsibilities.
XYZ & Co.

Certified Public Accountants
Acknowledged and agreed on behalf of ABC School of Business by
(signed)
Name and Title
Date
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GAESA 220
Quality Control
Quality Control for an Audit of Statement of Educational Conditions
Introduction
System of Quality Control and Role of Engagement Teams
The auditor and their firms are required to maintain a system of quality control, policies and procedures
requiring firms to have policies and procedures in place that address the following elements of quality
control:
 Leadership responsibilities for quality within the firm
 Relevant ethical requirements
 Acceptance and continuance of client relationships and specific engagements
 Human resources
 Engagement performance, and
 Monitoring.
Engagement teams implement, report back to the firm relevant information, and are entitled to rely on
the firm's system of quality control (unless information from the firm or other parties suggests
otherwise).
Objective
The objective of the auditor is to implement quality control procedures at the engagement level that
provide the auditor with reasonable assurance that (a) the audit complies with professional standards and
applicable legal and regulatory requirements; and (b) the auditor’s report issued is appropriate in the
circumstances.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Engagement partner. ― The partner or other person in the firm who is responsible for the audit
engagement and its performance, and for the auditor’s report that is issued on behalf of the firm, and
who, where required, has the appropriate authority from a professional, legal or regulatory body.
(“Engagement partner,” “partner,” and “firm” should be read as referring to their public sector
equivalents where relevant.)
(b) Engagement quality control review. ― A process designed to provide an objective evaluation, on
or before the date of the auditor’s report, of the significant judgments the engagement team made
and the conclusions it reached in formulating the auditor’s report.
(c) Engagement quality control reviewer. ― A partner, other person in the firm, suitably qualified
external person, or a team made up of such individuals, none of whom is part of the engagement
team, with sufficient and appropriate experience and authority to objectively evaluate the significant
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judgments the engagement team made and the conclusions it reached in formulating the auditor’s
report.
(d) Engagement team. ― All partners and staff performing the engagement, and any individuals
engaged by the firm or a network firm who perform audit procedures on the engagement. This
excludes an auditor’s external expert engaged by the firm or a network firm.
(e) Firm. ― A sole practitioner, partnership or corporation or other entity of professional
accountants.
(f) Inspection. ― In relation to completed audit engagements, procedures designed to provide
evidence of compliance by engagement teams with the firm’s quality control policies and
procedures.
(g) [left blank]
(h) Monitoring. ― A process comprising an ongoing consideration and evaluation of the firm’s
system of quality control, including a periodic inspection of a selection of completed engagements,
designed to provide the firm with reasonable assurance that its system of quality control is operating
effectively.
(i) Network firm. ― A firm or entity that belongs to a network.
(j) Network . ― A larger structure:
(i) That is aimed at cooperation, and
(ii) That is clearly aimed at profit or cost-sharing or shares common ownership, control or
management, common quality control policies and procedures, common business strategy, the use of
a common brand name, or a significant part of professional resources.
(k) Partner. ― Any individual with authority to bind the firm with respect to the performance of a
professional services engagement.
(l) Personnel. ― Partners and staff.
(m) Professional standards. ― Generally Accepted Educational Standards on Auditing (GAESA)
and relevant ethical requirements.
(n) Relevant ethical requirements. ― Ethical requirements to which the engagement team and
engagement quality control reviewer are subject, which ordinarily comprise Parts A and B of the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants
(IESBA Code) related to an audit of Statement of Educational Conditions.
(o) Staff. ― Professionals, other than partners, including any experts the firm employs.
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(p) Suitably qualified external person. ― An individual outside the firm with the competence and
capabilities to act as an engagement partner.
Requirements
Leadership Responsibilities for Quality on Audits
The engagement partner shall take responsibility for the "overall quality on each audit engagement" to
which that partner is assigned, in particular
(i) performing work that complies with professional standards and applicable legal and regulatory
requirements;
(ii) complying with the firm’s quality control policies and procedures as applicable;
(iii) issuing auditor’s reports that are appropriate in the circumstances; and
(iv) the engagement team’s ability to raise concerns without fear of reprisals.
Relevant Ethical Requirements
The engagement partner shall remain alert through observation and inquiries for evidence of noncompliance with ethical requirements by the engagement team and take action where necessary in
consultation with others in the firm.
Independence
The standard of independence requires the engagement partner to (a) identify and evaluate relationships
of the firm and network firms that create threats to independence, (b) if breaches have been identified,
evaluate the information and determine if they pose a threat for the audit engagement, and (c) take action
to eliminate such threats, reduce them to an acceptable level by applying safeguards, or consider to
withdraw from the audit engagement where possible under law or regulation, and report to the firm any
inability to resolve the matter so that appropriate action may be taken.
Acceptance and Continuance of Client Relationships and Audit Engagements
Acceptance and continuation are the responsibility of the engagement partner who shall be satisfied that
the firm's procedures for client relationships and audit engagements are followed and conclusions are
appropriate. Subsequent derogatory information that would have lead to discontinuance shall be
communicated by the engagement partner to the firm for the necessary action.
Assignment of Engagement Teams
The engagement partner is responsible to assign members to the engagement team and shall be satisfied
that the engagement team, and any auditor’s experts who are not part of the engagement team,
collectively have the appropriate competence and capabilities to:
(a) Perform the audit engagement in accordance with professional standards and applicable legal and
regulatory requirements; and
(b) Enable an auditor’s report that is appropriate in the circumstances to be issued.
The following matters may be considered by the engagement partner when assigning engagement team
members:

47

Asian Association of Schools of Business International








Understanding of, and practical experience with, audit engagements of a similar nature and
complexity through appropriate training and participation
Understanding of professional standards and applicable legal and regulatory requirements
Technical expertise, including expertise with relevant information technology and specialized
areas of business education, accounting or auditing
Knowledge of relevant geographical markets in which the client operates
Ability to apply professional judgment
Understanding of the firm’s quality control policies and procedures.

Engagement Performance
Direction, Supervision and Performance
The engagement partner shall be responsible for the direction, supervision and performance of the audit
engagement. The engagement partner shall be responsible for the auditor’s report that is appropriate in
the circumstances.
Reviews
The engagement partner is responsible and shall be satisfied that review engagements
 are performed in accordance with the firm's policies and procedures for reviews, and that
 Sufficient Appropriate Audit Evidence (SAAV) has been obtained by
 reviewing ('inspecting') the audit documentation and by way of
 discussion with the engagement team,
in support of the conclusions reached and for the auditor's report that is to be issued.
Consultation
(a) The engagement partner is responsible for the engagement team's appropriate consultations on
difficult or contentious matters.
(b) The engagement partner shall be satisfied that the engagement team has conducted consultations
during the engagement (both, within the team and with others at appropriate level within or outside
the firm).
(c) The engagement partner shall be satisfied that the nature, scope and conclusion are agreed with
the party consulted.
(d) The engagement partner shall determine that conclusions from consultation have been
implemented.
Engagement Quality Control Review ― Listed Entities
For audits of Statement of Educational Conditions of listed entities, and those other audit engagements,
if any, for which the firm has determined that an engagement quality control review is required. The
engagement partner shall:
(a) Determine that an engagement quality control reviewer has been appointed;
(b) Discuss significant matters arising during the audit engagement, including those identified during
the engagement quality control review, with the engagement quality control reviewer; and
(c) Not date the auditor’s report until the completion of the engagement quality control review.
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The engagement quality control reviewer shall perform an objective evaluation of the significant
judgments made by the engagement team, and the conclusions reached in formulating the auditor’s
report. This evaluation shall involve:
(a) Discussion of significant matters with the engagement partner;
(b) Review of the Statement of Educational Conditions and the proposed auditor’s report;
(c) Review of selected audit documentation relating to the significant judgments the engagement
team made and the conclusions it reached; and
(d) Evaluation of the conclusions reached in formulating the auditor’s report and consideration of
whether the proposed auditor’s report is appropriate.
Differences of Opinion
The engagement team shall follow the firm’s policies and procedures for dealing with and resolving
differences of opinion that arise within the engagement team, with those consulted or, where applicable,
between the engagement partner and the engagement quality control reviewer.
Monitoring
A monitoring system provides the firm with reasonable assurance that its policies and procedures
relating to quality control are relevant, adequate, and operating effectively.
The engagement partner shall consider the results of the firm's monitoring process from information
circulated by the firm, other network firms, and take note of deficiencies that may affect the audit
engagement..
Documentation
The auditor ― "the person conducting an audit" ― shall include in the audit documentation (a) ethics
compliance issues were identified and resolved, (b) independence compliance requirement matters,
conclusions and any relevant discussion with the firm in support of conclusions, (c) conclusions
regarding acceptance and continuance of client relationships and audit engagements, (d) nature, scope
and conclusions resulting from consultations during the audit engagement.
The engagement quality control reviewer shall document, for the audit engagement reviewed, that (a) the
firm's quality review control review procedures have been performed, (b) completed on or before the
date of the auditor's report, (c) no unresolved matters exists and significant judgments by the
engagement team and conclusions reached are not inappropriate.
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GAESA 230
Documentation
Audit Documentations
Introduction
Nature and Purposes of Audit Documentation
Audit work must be documented to provide (a) evidence of the auditor’s basis for a conclusion about the
achievement of the overall objectives of the auditor; and (b) evidence that the audit was planned and
performed in accordance with GAESA and applicable legal and regulatory requirements.
Additionally, audit documentation
 assists the engagement team to plan and perform the audit
 assists supervisors of the engagement team to direct and supervise the audit work, and to
discharge their review responsibilities in accordance with GAESA 220
 enables the engagement team to be accountable for its work
 assists with future audits
 enables the conduct of quality control reviews and inspections in accordance with ISQC 1
 enables the conduct of external inspections.
Objective
The objective of the auditor is to prepare documentation that provides:
(a) A sufficient and appropriate record of the basis for the auditor’s report; and
(b) Evidence that the audit was planned and performed in accordance with GAESA.

Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Audit documentation. ― The record of audit procedures performed, relevant audit evidence obtained,
and conclusions the auditor reached (terms such as “working papers” or “work papers” are also
sometimes used).
(b) Audit file. ― One or more folders or other storage media, in physical or electronic form, containing
the records that comprise the audit documentation for a specific engagement.
(c) Experienced auditor. ― An individual (whether internal or external to the firm) who has practical
audit experience, and a reasonable understanding of:
(i) Audit processes;
(ii) GAESA and applicable legal and regulatory requirements;
(iii) The business environment in which the entity operates; and
(iv) Educational, auditing and financial and other reporting issues relevant to the entity’s industry.
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Requirements
Timely Preparation of Audit Documentation
The auditor shall prepare audit documentation on a timely basis.
Documentation of the Audit Procedures Performed and Audit Evidence Obtained
Form, Content and Extent of Audit Documentation
The auditor shall prepare audit documentation that is sufficient to enable an experienced auditor without
previous connection to the audit to (a) understand the nature, timing and extent of the audit procedures
performed to comply with GAESA and applicable legal/regulatory requirements, (b) understand the
results of the audit procedures performed including the audit evidence obtained, and (c) understand
significant matters arising during the audit, conclusions reached, and professional judgments made in
reaching those conclusions.
The auditor shall prepare a record documenting the nature, timing and extent of audit procedures
performed to identify (a) the characteristics of specific items or matters tested, (b) who performed the
audit work and date of completion, and (c) who reviewed the audit work performed, date and extent of
such review.
The auditor shall document discussions of significant matters with management, those charged with
governance, and others, including the nature of the significant matters discussed and when and with
whom the discussions took place.
The auditor shall document how inconsistent information identified by the auditor, that does not agree
with the auditor’s final conclusion regarding a significant matter, was addressed.
Departure from a Relevant Requirement
If, in exceptional circumstances, the auditor judges it necessary to depart from a relevant requirement in
an GAESA, the auditor shall document how the alternative audit procedures performed achieve the aim
of that requirement, and the reasons for the departure.
Matters Arising after the Date of the Auditor’s Report (Subsequent Events)
If, in exceptional circumstances, the auditor performs new or additional audit procedures or draws new
conclusions after the date of the auditor’s report, the auditor shall document: (Ref: Para. A20)
(a) The circumstances encountered;
(b) The new or additional audit procedures performed, audit evidence obtained, and conclusions
reached, and their effect on the auditor’s report; and
(c) When and by whom the resulting changes to audit documentation were made and reviewed.
Assembly of the Final Audit File
The auditor shall:


assemble the audit documentation in an audit file and complete the administrative process of
assembling the final audit file on a timely basis after the date of the auditor’s report
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after final assembly of the audit file not delete or discard audit documentation of any nature before
the end of its retention period. (GAESA 230, 14)

15. In circumstances ― other than those envGAESAged in matters arising after the date of the auditor's
report (subsequent events) ― where the auditor finds it necessary to modify existing audit
documentation or add new audit documentation after the assembly of the final audit file has been
completed, the auditor shall, regardless of the nature of the modifications or additions, document (a) the
specific reasons for making them, and
(b) when and by whom they were made and reviewed.
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GAESA 240
Fraud
The Auditor's Responsibilities Relating to Fraud in an Audit of Statement of Educational Conditions
Introduction
Characteristics of Fraud
Unlike error, fraud is an intentional misstatement in the Statement of Educational Conditions.
The auditor is not concerned with the legal concept, but the material misstatement in the Statement of
Educational Conditions caused by fraud. Two types of fraud are relevant to the auditor: misstatement
from fraudulent reporting of educational conditions, and misstatements resulting from misappropriation
of assets. No legal determination is made by the auditor whether fraud has actually occurred. (GAESA
240, 3)
Responsibility for the Prevention and Detection of Fraud
Management is responsible for fraud prevention and detection by reducing opportunities for fraud to
take place, and fraud deterrence through detection and punishment. It is hoped that such a commitment
creates a culture of honesty and ethical behavior. Reinforced by active oversight by those charged with
governance, including consideration of the potential for override of controls by management to
manipulate assertions.
Responsibilities of the Auditor
The auditor conducting an audit is responsible for obtaining reasonable assurance that the Statement of
Educational Conditions taken as a whole are free from material misstatement, whether caused by fraud
or error. The detection risk fraud is higher than for error because fraud may involve sophisticated and
carefully organized schemes designed to conceal it, such as forgery, deliberate failure to record
transactions, or intentional misrepresentations being made to the auditor, in particular if accompanied by
collusion. Collusion may cause the auditor to believe that audit evidence is persuasive when in fact it is
false.
The auditor is responsible for maintaining professional skepticism and to consider the potential for
management override of controls and be cognizant of the fact that audit procedures that are effective for
detecting error may not be effective in detecting fraud.
DTING
Objectives
The objectives of the auditor are (a) to identify and assess the risks of material misstatement of the
Statement of Educational Conditions due to fraud, (b) to obtain Sufficient Appropriate Audit Evidence
(SAAV) regarding the assessed risks of material misstatement due to fraud, through designing and
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implementing appropriate responses; and (c) to respond appropriately to fraud or suspected fraud
identified during the audit.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Fraud. ― An intentional act by one or more individuals among management, those charged with
governance, employees, or third parties, involving the use of deception to obtain an unjust or illegal
advantage.
(b) Fraud risk factors.― Events or conditions that indicate an incentive or pressure to commit fraud or
provide an opportunity to commit fraud.
Requirements
Professional Skepticism
The auditor shall maintain professional skepticism throughout the audit regardless of the auditor’s past
experience of the honesty and integrity of the entity’s management and those charged with governance.
Unless the auditor has reason to believe the contrary, the auditor may accept records and documents as
genuine, and investigate further, if conditions identified during the audit cause the auditor to believe that
a document may not be authentic or that terms in a document have been modified but not disclosed to
the auditor.
The auditor shall investigate inconsistencies in responses to inquiries of management or those charged
with governance.
Discussion among the Engagement Team
The engagement partner shall discuss with the engagement team how and where the entity’s Statement
of Educational Conditions may be susceptible to material misstatement due to fraud, including how
fraud might occur, setting aside any beliefs surrounding management/ governance's honesty and
integrity.
Risk Assessment Procedures and Related Activities
Management and Others within the Entity
The auditor shall make inquiries of management regarding:
(a) Management’s assessment of the risk that the Statement of Educational Conditions may be
materially misstated due to fraud (nature, extent and frequency of such assessments);
(b) Management’s process for identifying and responding to the risks of fraud in the entity
(identified specific risks of fraud, classes of transactions, account balances, or disclosures);
(c) Management’s communication with governance identifying and responding to fraud risks, and
(d) Management’s communication, if any, to employees on business practices and ethical behavior.
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The auditor shall make inquiries of management, and others within the entity as appropriate, to
determine whether they have knowledge of any actual, suspected or alleged fraud affecting the entity.
Examples others are:
Operating personnel not directly involved in the educational reporting process
 Employees with different levels of authority
 Employees involved in initiating, processing or recording complex or unusual transactions and
those who supervise or monitor such employees
 In-house legal counsel
 Chief ethics officer or equivalent person
 The person or persons charged with dealing with allegations of fraud.
The auditor shall make inquiries of internal auditor(s), if the entity has such a function, for example:
 The procedures performed, if any, by the internal auditors during the year to detect fraud.
 Whether management has satisfactorily responded to any findings resulting from those
procedures.
Those Charged with Governance
The auditor shall obtain an understanding of non-executive governance
 how they exercise oversight of management’s processes for identifying and responding to the
risks of fraud and the internal control that management has established to mitigate these risks
 whether they have knowledge of any actual, suspected or alleged fraud affecting the entity, in
order to corroborate the responses to the inquiries of management.
Unusual or Unexpected Relationships Identified
The auditor shall evaluate whether unusual or unexpected relationships that have been identified in
performing analytical procedures.
Identification and Assessment of the Risks of Material Misstatement Due to Fraud
The auditor shall identify and assess the risks of material misstatement due to fraud at the Statement of
Educational Condition level, and at the assertion level.
Responses to the Assessed Risks of Material Misstatement Due to Fraud
Overall Responses
The auditor shall determine overall responses to address the assessed risks of material misstatement due
to fraud at the Statement of Educational Condition level by (a) assigning and supervising personal based
on knowledge, skill and ability, (b) evaluating whether the entity's election and application of reporting
policies related to subjective measurements and complex transactions may be indicative of fraudulent
academic, professional, or financial reporting by management to manage statistics, earnings, cash flows,
assets and liabilities, and (c) incorporate an element of unpredictability in the selection of the nature,
timing and extent of audit procedures, for example, by
 performing substantive procedures on selected account balances and assertions not otherwise tested
due to their materiality or risk
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 adjusting the timing of audit procedures from that otherwise expected
 using different sampling methods
 performing audit procedures at different locations or at locations on an unannounced basis.
Audit Procedures Responsive to Assessed Risks of Material Misstatement Due to
Fraud at the Assertion Level
The auditor shall design and perform further audit procedures whose nature, timing and extent are
responsive to the assessed risks of material misstatement due to fraud at the assertion level. (Example
are presented in Appendix 2)
Audit Procedures Responsive to Risks Related to Management Override of Controls
Management is in a unique position to perpetrate fraud because of management’s ability to manipulate
internal and external documents and records and prepare fraudulent Statement of Educational Conditions
by overriding controls that otherwise appear to be operating effectively. Although the level of risk of
management override of controls will vary from entity to entity, the risk is nevertheless present in all
entities. Due to the unpredictable way in which such override could occur, it is a risk of material
misstatement due to fraud and thus a significant risk.
The auditor shall design and perform audit procedures to test appropriateness of reports, data entries,
adjustments, make inquiries of the entity's staff and faculty of unusual activities, select data entries and
adjustments at year end and test them through the entire period, review any estimates for biases.
The auditor shall evaluate managements decisions and judgments in making estimates, significant
transactions outside the normal course of business, the business rationale (or lack thereof), and
management override of controls.
Evaluation of Audit Evidence
The auditor shall evaluate whether a previously unrecognized risk of material misstatement due to fraud
is indicated by analytical procedures that are performed near the end of the audit when forming an
overall conclusion as to whether the Statement of Educational Conditions are consistent with the
auditor’s understanding of the entity.
The auditor identifying a misstatement shall evaluate whether it is indicative of fraud, the implications
for other aspects of the audit, particularly the reliability of management representations, recognizing that
an instance of fraud is unlikely to be an isolated occurrence.
If the auditor identifies a misstatement, whether material or not, and the auditor has reason to believe
that it is or may be the result of fraud and that management (in particular, senior management) is
involved, the auditor shall reevaluate the assessment of the risks of material misstatement due to fraud
and its resulting impact on the nature, timing and extent of audit procedures to respond to the assessed
risks. The auditor shall also consider whether circumstances or conditions indicate possible collusion
involving employees, management or third parties when reconsidering the reliability of evidence
previously obtained.
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Auditor Unable to Continue the Engagement
The auditor encountering misstatements from fraud (or suspected fraud) shall
(a) determine the professional and legal responsibilities in the circumstances including a
requirement for the auditor to report to the person or persons who made the audit appointment
or, in some cases;
(b) consider whether it is appropriate to withdraw from the engagement; and
(c) if the auditor withdraws:
(i) discuss with the appropriate level of management and those charged with governance the
auditor’s withdrawal from the engagement and the reasons for the withdrawal; and
(ii) determine whether there is a professional or legal requirement to report to the person or
persons who made the audit appointment or, in some cases, to regulatory authorities, the
auditor’s withdrawal from the engagement and the reasons for the withdrawal.
Written Representations
The auditor shall obtain written representations from management/governance to the effect that:
(a) Management/governance acknowledge their responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud;
(b) Management/governance have disclosed to the auditor the results of management’s assessment
of the risk that the Statement of Educational Conditions may be materially misstated as a result
of fraud;
(c) Management/governance have disclosed to the auditor their knowledge of fraud, or suspected
fraud, affecting the entity involving:
(i) Management;
(ii) Employees who have significant roles in internal control; or
(iii) Others where the fraud could have a material effect on the
Statement of Educational Conditions; and
(d) Management/governance have disclosed to the auditor their knowledge of any allegations of
fraud, or suspected fraud, affecting the entity’s Statement of Educational Conditions communicated
by employees, former employees, analysts, regulators or others.
Communications to Management and with Those Charged with Governance
The auditor shall communicate the identification of fraud (or information that indicates that a fraud may
exist) on a timely basis to the appropriate level of management .
The auditor shall communicate to those charged with governance, suspicions of fraud (and any other
matters related to fraud that are, in the auditor's judgment relevant to their responsibilities), if the auditor
suspects fraud involving management, and discuss with governance the nature, timing and extent of
audit procedures necessary to complete the audit.
Communications to Regulatory and Enforcement Authorities
If the auditor has identified or suspects a fraud, the auditor shall determine whether there is a
responsibility in law to report the occurrence or suspicion to a party outside the entity that may overrides
any professional duty of confidentiality.
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Documentation
The auditor shall include in the audit documentation
 the auditor’s understanding of the entity and its environment and the assessment of the risks of
material misstatement required and
o (a) significant decisions reached during the discussion among the engagement team
concerning susceptibility of material misstatements, and
o (b) identified and assessed risks of material misstatements due to fraud, both at the
Statement of Educational Condition and the assertion level.
 the auditor’s responses to the assessed risks of material misstatement:
o (a) the overall responses to the assessed risks of material misstatement due to fraud at
the Statement of Educational Condition level and the nature, timing and extent of audit
procedures, and the linkage of those procedures with the assessed risks of material
misstatement due to fraud at the assertion level; and
o (b) the results of the audit procedures, including those designed to address the risk of
management override of controls.
 communications about fraud made to management, those charged with governance, regulators
and others.
 the reasons for the conclusion that the presumption that there is a risk of material misstatement
due to fraud related to revenue recognition is not applicable in the circumstances of the
engagement.
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GAESA 250
Laws and Regulations
Consideration of Laws and Regulations in an Audit of Statement of Educational Conditions
Introduction
Effect of Laws and Regulations
Laws and regulations may determine the reported amounts and disclosures in an entity's Statement of
Educational Conditions, provisions under which the entity is allowed to operate, or regulate the business
(such as for banks and chemicals companies), occupational health, equal opportunity employment, the
non-compliance of which may result in fines or other consequences that may have a material effect on
the entity's Statement of Educational Conditions.
Responsibility for Compliance with Laws and Regulations
Management/governance is responsible that operations are conducted in accordance with the provisions
of laws and regulations, including compliance with provisions that determine the reported amounts and
disclosures in an entity’s Statement of Educational Conditions.
Responsibility of the Auditor
The auditor's concern under this GAESA is to identify material misstatement of the Statement of
Educational Conditions resulting from non-compliance with laws and regulations. The auditor is not
responsible for preventing non-compliance and cannot be expected to detect noncompliance with all
laws and regulations.
Objectives
The objectives of the auditor under this GAESA are:

(a) To obtain Sufficient Appropriate Audit Evidence (SAAV) regarding compliance with
the provisions of those laws and regulations generally recognized to have a direct effect
on the determination of material amounts and disclosures in the Statement of
Educational Conditions;
(b) To perform specified audit procedures to help identify instances of non-compliance with
other laws and regulations that may have a material effect on the Statement of
Educational Conditions; and
(c) To respond appropriately to non-compliance or suspected noncompliance with laws and
regulations identified during the audit.
Definition
In this GAESA, the following term has the meaning attributed below:
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Non-compliance. ― Acts of omission or commission by the entity, either intentional or
unintentional, which are contrary to the prevailing laws or regulations. Such acts include
transactions entered into by, or in the name of, the entity, or on its behalf, by those charged with
governance, management or employees. Non-compliance does not include personal misconduct
(unrelated to the educational and business activities of the entity) by those charged with governance,
management or employees of the entity.
Requirements
The Auditor’s Consideration of Compliance with Laws and Regulations
The auditor is required to obtain an understanding of the entity. Specifically, under this section the
auditor shall obtain a general understanding of:
(a) The legal and regulatory framework applicable to the entity and the industry or sector in which
the entity operates; and
(b) How the entity is complying with that framework.
The auditor shall obtain SAAV to document compliance by the entity that are generally recognized to
have a direct affect on the Statement of Educational Conditions (statements of fact and conditions,
statistics, amounts and disclosure), perform audit procedures to identify instances of non-compliance, in
particular by making inquiries of management/governance, inspecting correspondence with licensing or
regulatory authorities, and remaining alert that other procedures may bring non-compliance to light.
The auditor shall request management/governance with written representations that all known instances
of non-compliance or suspected non-compliance whose effect should be considered in preparing the
Statement of Educational Conditions have been disclosed to the auditor. (GAESA 250, 16)
Audit Procedures When Non-Compliance Is Identified or Suspected
The auditor shall understand the nature of the act and the circumstances of identified or suspected
noncompliance with laws and regulations, evaluate the possible effect on the Statement of Educational
Conditions, discuss the matter with management/governance, and obtain legal advice if
management/governance do not provide sufficient information that the entity is in compliance and in the
auditor's judgment the effect of identified or suspected noncompliance on the Statement of Educational
Conditions may be material.
The auditor shall evaluate the effect of lack of evidence of identified or suspected noncompliance on the
auditor's opinion, and evaluate the implications in relation of identified or suspected noncompliance on
other aspects of the audit, including risk assessment and the reliability of written representations, and
take appropriate action.
Reporting of Identified or Suspected Non-Compliance
Reporting Non-Compliance to Those Charged with Governance
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The auditor shall communicate in matters of identified noncompliance (other than clearly
inconsequential noncompliance) with governance (unless all those charged with governance are already
involved in management and would therefore be aware).
The auditor shall communicate with governance any intentional and material noncompliance as soon as
practicable.
The auditor shall communicate the matter to the next higher level of authority at the entity, eg an audit
committee or supervisory board, if the auditor suspects that management/governance are involved in
noncompliance.
The auditor shall consider the need for legal advice, where no higher authority exists, or if the auditor
believes that the communication may not be acted upon, or is unsure as to the person to whom to report.
Reporting Non-Compliance in the Auditor’s Report on the Statement of Educational Conditions
The auditor shall express a qualified or an adverse opinion on the Statement of Educational Conditions,
if the auditor concludes that noncompliance has a material affect on, and has not been adequately
reflected in, the Statement of Educational Conditions.
The auditor shall express a qualified or disclaim an opinion on the Statement of Educational Conditions
on the basis of a limitation on the scope of the audit, if the auditor is precluded by
management/governance from obtaining Sufficient Appropriate Audit Evidence to evaluate
noncompliance that may be material to the Statement of Educational Conditions.
The auditor shall evaluate the effect on the auditor's opinion, if unable to determine whether
noncompliance has occurred because of limitations imposed by the circumstances rather than by
management/governance.
Reporting Non-Compliance to Regulatory and Enforcement Authorities
If the auditor has identified or suspects non-compliance with laws and regulations, the auditor shall
determine whether the auditor has a responsibility to report the identified or suspected non-compliance
to parties outside the entity.
Documentation
The auditor shall include in the audit documentation identified or suspected noncompliance with laws
and regulations, the results of discussion with Management/governance and other parties outside the
entity, for example copies of records or documents, minutes of discussions.
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GAESA 260
Communication
Communication with those Charged with Governance
Introduction
The Role of Communication
This GAESA deals primarily with communications from the auditor to those persons charged with
governance ("governance").
Clear communication of specific matters between the auditor, management, and governance is a mutual
(three-way) responsibility. However, laws or regulations may prohibit communication that might
prejudice investigation by authority into illegal acts. Potential conflicts may require the auditor to obtain
legal advice.
Objectives
The objectives of the auditor under this GAESA are to communicate clearly with governance the
auditor's responsibilities for the Statement of Educational Condition audit, scope and timing, obtain
relevant information from governance, and provide timely information to governance of observations
significant to governance's oversight of financial reporting.
Definitions
For purposes of all GAESA, the following terms have the meanings attributed below:
(a) Those charged with governance. ― The person(s) or organization(s) (for example, a corporate
trustee) with responsibility for overseeing the strategic direction of the entity and obligations related to
the accountability of the entity. This includes overseeing the educational reporting process. For some
entities in some jurisdictions, those charged with governance may include management personnel, for
example, executive members of a governance board of a private or public sector entity, or an ownermanager. For discussion of the diversity of governance structures, see paragraphs A1-A8.
(b) Management.― The person(s) with executive responsibility for the conduct of the entity’s
operations. For some entities in some jurisdictions, management includes some or all of those charged
with governance, for example, executive members of a governance board, or an owner-manager.
Requirements
Those Charged with Governance
The auditor shall determine the appropriate person(s) within the entity’s governance structure with
whom to communicate.
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Communication with a Subgroup of Those Charged with Governance
If the auditor communicates with a subgroup of those charged with governance, for example, an audit
committee, or an individual, the auditor shall determine whether the auditor also needs to communicate
with the governing body.
When All of Those Charged with Governance Are Involved in Managing the Entity
The auditor shall be satisfied that communication with person(s) with management responsibilities
adequately informs all of those with whom the auditor would otherwise communicate in their
governance capacity. (GAESA 260, 13 in part, OT.)
Matters to Be Communicated
The Auditor’s Responsibilities in Relation to the Statement of Educational Condition Audit
The auditor shall communicate with governance the responsibilities of the auditor in relation to the
Statement of Educational Condition audit, including (a) that the auditor is responsible for the expression
of an opinion on the Statement of Educational Conditions prepared by management with oversight by
governance, and (b) that the audit does not relieve management or governance of their responsibilities.
Planned Scope and Timing of the Audit
The auditor shall communicate with governance an overview of the planned scope and timing of the
audit.
Significant Findings from the Audit
The auditor shall communicate with governance:
(a) The auditor’s views about significant qualitative aspects of the entity’s management and
practices of all aspects of the entity relating to the required disclosures in the Statement of
Educational Condition. When applicable, the auditor shall explain to those charged with
governance why the auditor considers a significant practice, that is acceptable under GAEP, not
to be most appropriate to the particular circumstances of the entity;
(b) Significant difficulties, if any, encountered during the audit;
(c) Unless all of those charged with governance are involved in managing the entity:
(i) Significant matters, if any, arising from the audit that were discussed, or subject to
correspondence with management; and
(ii) Written representations the auditor is requesting; and
(d) Other matters, if any, arising from the audit that, in the auditor’s professional judgment, are
significant to the oversight of the educational reporting process.
Auditor Independence
The auditor shall communicate with governance of educational entities (a) that the engagement team and
others in the firm (and network firms) are independent, and (b) (i) relationships between the firm,
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network firms, and the entity reasonably thought to bear on independence, total fees charged during the
period for audit and non-audit services by the firm and network firms to the entity and components
controlled by the entity, allocated to categories to allow governance to assess the effect of services on
the auditor's independence, and (ii) related safeguards to eliminate or reduce to an acceptable level any
identified threats to independence.
The Communication Process
Establishing the Communication Process
The auditor shall communicate with governance the form, timing and expected general content of
communications.
Forms, Timing and Adequacy of Communication
The auditor shall communicate in writing with governance significant findings from the audit if, in the
auditor’s professional judgment, oral communication would not be adequate, but does not need to
include all matters that arose during the course of the audit, but shall communicate in writing matters of
auditor-independence when required.
The auditor shall communicate with governance on a timely basis.
AUDITING
The auditor shall evaluate whether the two-way communication between the auditor and governance has
been adequate, and if not evaluate the effect, if any, on the auditor’s assessment of the risks of material
misstatement and ability to obtain Sufficient Appropriate Audit Evidence, and take appropriate action.
If the two-way communication between the auditor and those charged with governance is not adequate
and the situation cannot be resolved, the auditor may take such actions as:
 Modifying the auditor’s opinion on the basis of a scope limitation.
 Obtaining legal advice about the consequences of different courses of action.
 Communicating with third parties (for example, a regulator), or a higher authority on the
governance structure that is outside the entity, such as the owners of a business (for example,
shareholders and/or stakeholders in a general meeting), or , in the case of a public entity, the
responsible government minister or parliament.
 Withdrawing from the engagement.
Documentation
The auditor shall include a record in the audit documentation of any communication(s) required by this
GAESA if made orally, stating when and to whom communicated; and retain a copy of the
communication(s) made in writing.
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GAESA 265
Deficiencies

Communicating Deficiencies in Internal Control to Those Charged With Governance and
Management
Objective
The objective of the auditor is to communicate appropriately to governance/management identified and
important deficiencies in internal control during the audit to merit their attention.
Definitions
For purposes of all the GAESA, the following terms have the meanings attributed below:
(a) Deficiency in internal control – This exists when:
(i) A control is designed, implemented or operated in such a way that it is unable to prevent,
or detect and correct, misstatements in the Statement of Educational Conditions on a timely
basis; or
(ii) A control necessary to prevent, or detect and correct, misstatements in the Statement of
Educational Conditions on a timely basis is missing.
(b) Significant deficiency in internal control – A deficiency or combination of deficiencies in
internal control that, in the auditor’s professional judgment, is of sufficient importance to merit
the attention of those charged with governance.
Requirements
The auditor shall communicate significant internal control deficiencies identified during the audit to
governance.
The auditor shall also communicate in writing to management significant internal control deficiencies
identified during the audit, that the auditor has or intends to communicate to governance, along with
other deficiencies in internal control that merit management's attention.
The auditor shall include in the written communications of significant internal control deficiencies:
(a) A description of the deficiencies and an explanation of their potential effects; and
(b) Sufficient information to enable those charged with governance and management to understand
the context of the communication. In particular, the auditor shall explain that:
(i)
The purpose of the audit was for the auditor to express an opinion on the Statement of
Educational Conditions;
(ii)
The audit included consideration of internal control relevant to the preparation of the
Statement of Educational Conditions in order to design audit procedures that are
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(iii)

appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of internal control; and
The matters being reported are limited to those deficiencies that the auditor has
identified during the audit and that the auditor has concluded are of sufficient
importance to merit being reported to those charged with governance.

66

Generally Accepted Educational Standards on Auditing (GAESA)

GAESA 300
Planning the Audit

Planning an Audit of Statement of Educational Conditions
Introduction
The Role and Timing of Planning
Planning an audit involves development of an audit plan, provides appropriate attention to important
areas, organize and management the engagement in an effective and efficient manner, assisting the
selection, direction and supervision of engagement team members with appropriate levels of capabilities
and competence to respond to anticipated risks, and coordinating the work done by auditors of
components and by experts.
Objective
The objective in planning the audit is to achieve "effectiveness in the performance of the audit".
Requirements
Involvement of Key Engagement Team Members
The engagement partner shall be involved together with other key members of the engagement in
planning the audit, and participate in the discussion among engagement team members.
ITING
Preliminary Engagement Activities ― Quality control, independence, acceptance or -continuation
The auditor shall, at the beginning of the current audit engagement, (a) perform quality control
procedures, (b) evaluate compliance with ethical requirements including independence, and (c) establish
an understanding of the terms of the engagement.
Planning Activities
The auditor shall establish an overall audit strategy that sets the scope, timing and direction of the audit,
and that guides the development of the audit plan. In particular, the auditor shall:
(a) Identify the characteristics of the engagement that define its scope;
(b) Ascertain the reporting objectives of the engagement to plan the timing of the audit and the
nature of the communications required;
(c) Consider the factors that, in the auditor’s professional judgment, are significant in directing the
engagement team’s efforts;
(d) Consider the results of preliminary engagement activities and, where applicable, whether
knowledge gained on other engagements performed by the engagement partner for the entity is
relevant; and
(e) Ascertain the nature, timing and extent of resources necessary to perform the engagement.
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The auditor shall develop an audit plan that shall include a description of:
(a) The nature, timing and extent of planned risk assessment procedures.
(b) The nature, timing and extent of planned further audit procedures at the assertion level.
(c) Other planned audit procedures that are required to be carried out so that the engagement
complies with GAESA.
The auditor shall update and change the overall audit strategy and the audit plan as necessary during the
course of the audit, plan the nature, timing and extent of direction and supervision of audit team
members and the review of their work.
Documentation
The auditor shall include in the audit documentation:
(a) The overall audit strategy;
(b) The audit plan; and
(c) Any significant changes made during the audit engagement to the overall audit strategy or the
audit plan, and the reasons for such changes.
Additional Considerations in Initial Audit Engagements

The auditor shall, before starting an initial audit, (a) perform client acceptance procedures, and
(b) communicate with the predecessor auditor, if any, in compliance with relevant ethical
requirements.
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GAESA 315
Risk

Identifying and Assessing the Risks of Material Misstatement Through Understanding the Entity
and Its Environments
Objective
Identify and assess risk of material misstatement, due to error or fraud, at the Statement of Educational
Condition and assertion levels by understanding the entity, its environment and internal control, to
provide a basis for designing and implementing responses.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Assertions.― Representations by management, explicit or otherwise, that are embodied in the
Statement of Educational Conditions, as used by the auditor to consider the different types of
potential misstatements that may occur.
(b) Educational operations risk.― A risk resulting from significant conditions, events,
circumstances, actions or inactions that could adversely affect an entity’s ability to achieve its
objectives and execute its strategies, or from the setting of inappropriate objectives and
strategies.
(c) Internal control. ― The process designed, implemented and maintained by those charged with
governance, management and other personnel to provide reasonable assurance about the
achievement of an entity’s objectives with regard to reliability of educational and financial
reporting, effectiveness and efficiency of operations, and compliance with applicable laws and
regulations. The term “controls” refers to any aspects of one or more of the components of
internal control.
(d) Risk assessment procedures.― The audit procedures performed to obtain an understanding of the
entity and its environment, including the entity’s internal control, to identify and assess the risks
of material misstatement, whether due to fraud or error, at the Statement of Educational
Condition and assertion levels.
(e) Significant risk.― An identified and assessed risk of material misstatement that, in the auditor’s
judgment, requires special audit consideration.
DITING
Requirements
Risk Assessment Procedures and Related Activities
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The auditor shall perform risk assessment procedures, including inquiries of management, analytical
procedures, observation and inspection, to create a basis for the identification and assessment of risks of
material misstatement at the Statement of Educational Condition and assertion levels. Risk assessment
procedures by themselves, however, do not provide Sufficient Appropriate Audit Evidence on which to
base the audit opinion.
The auditor shall consider relevant information from the client acceptance/continuance process, and
information obtained by the engagement partner on other engagements for the entity and the changes
that have occurred, to identify risks of material misstatement.
The engagement partner and other key engagement team members shall discuss the susceptibility of the
entity’s Statement of Educational Conditions to material misstatement, and the application of the GAEP
to the entity’s facts and circumstances. The engagement partner shall determine which matters are to be
communicated to engagement team members not involved in the discussion.
The Required Understanding of the Entity and Its Environment, Including the Entity’s Internal Control
The Entity and Its Environment
The auditor shall obtain an understanding of the following:
(a) Relevant mission, goals and objectives, faculty resources, student requirements, infrastructure,
regulatory, and other external factors including the GAEP.
(b) The nature of the entity, including:
(i) its operations;
(ii) its ownership and/or governance structures;
(iii) the types of educational and professional programs offered, facilities used, investments
that the entity is making and plans to make, including investments in special-purpose
entities; and
(iv) the way that the entity is financed, to enable the auditor to understand the classes of
transactions, account balances, and disclosures to be expected in the Statement of
Educational Conditions.
(c) The entity’s selection and application of administrative and educational policies, including the
reasons for changes thereto. The auditor shall evaluate whether the entity’s policies are
appropriate for its operations and consistent with the GAEP and policies used in the relevant
circumstances.
(d) The entity’s related operational and business risks that may result in risks of material
misstatement.
(e) The measurement and review of the entity’s educational achievements.
The Entity’s Internal Control and Nature and Extent of the Understanding of Relevant Controls
The auditor shall obtain an understanding of internal control and make a judgment whether a control is
relevant to the audit, either individually or in combination with other controls, evaluate the design of the
controls and determine whether they have been implemented. Implementation can be determined by
inquiry of the entity's personnel and other audit procedures.

70

Generally Accepted Educational Standards on Auditing (GAESA)

Control environment
The auditor shall obtain an understanding of the control environment and evaluate (a) management has
created a culture of honesty and ethical behavior, and (b) the collective strengths and deficiencies in the
control environment elements.
Relevant control environment elements include:
(a) Communication and enforcement of integrity and ethical values.
(b) Commitment to competence – eg competence levels for particular jobs.
(c) Participation by those charged with governance – Attributes of those charged with governance
such as:
• Their independence from management.
• Their experience and stature.
• The extent of their involvement and the information they receive,
and the scrutiny of activities.
• The appropriateness of their actions, including the degree to which
difficult questions are raised and pursued with management, and
their interaction with internal and external auditors.
(d) Management’s philosophy and operating style – Characteristics such as management’s:
• Approach to taking and managing educational, operational and business risks.
• Attitudes and actions toward all kinds of reporting.
• Attitudes toward information processing and operational functions and personnel.
(e) Organizational structure.
(f) Assignment of authority and responsibility – reporting relationships and authorization
hierarchies.
(g) Human resource policies and practices – recruitment, orientation, training, evaluation,
counseling, promotion, compensation, and remedial actions.
The entity’s risk assessment process
The auditor shall obtain an understanding of the entity's risk assessment process, if one exists at the
entity, and the results thereof. A risk assessment process is characterized by:
(a) Identifying educational, operational and business risks relevant to educational reporting
objectives;
(b) Estimating the significance of the risks;
(c) Assessing the likelihood of their occurrence; and
(d) Deciding about actions to address those risks.
The auditor shall evaluate identified risks of material misstatement, which management has failed to
identify through the risk assessment process, if one exists, obtain an understanding of why that process
failed to identify the risk, and evaluate whether the process is appropriate to its circumstances or
determine if there is a significant deficiency in internal control.
The auditor shall discuss with management, if the entity has not established a risk assessment process or
has an ad hoc process, whether business risks relevant to financial reporting objectives have been
identified and how they have been addressed.
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The auditor shall evaluate whether the absence of a documented risk assessment process is appropriate
in the circumstances, or determine whether it represents a significant deficiency in internal control. Even
if the entity is small and is unlikely to have an established risk assessment process but identify risks
through management's direct involvement in the processes, an inquiry about identified risks and how
they are addressed by management is still necessary.
Risks That Require Special Audit Consideration
The auditor shall determine whether identified risks are significant, consider fraud, relate to recent
significant educational and accounting developments requiring specific attention, complex transactions,
transactions with related parties, significant transactions outside the normal course of business for the
entity or otherwise unusual, and obtain an understanding of control activities relevant to risks
determined to be significant.
Risks for Which Substantive Procedures Alone Do Not Provide Sufficient
Appropriate Audit Evidence
The auditor shall obtain an understanding of transactions subject to highly automated processing outside
possible or practicable auditing procedures to obtain Sufficient Appropriate Audit Evidence and
determine risks relating to inaccurate or incomplete recording of routine and significant classes of
transactions.
Revision of Risk Assessment
The auditor shall revise the risk assessment at assertion level during the audit, if additional audit
evidence so indicates, and modify the further planned audit procedures accordingly.
Documentation
The auditor shall include in the audit documentation:
(a) The discussion among the engagement team where required (susceptibility of the entity’s
Statement of Educational Conditions to material misstatement), and the significant decisions
reached;
(b) Key elements of the understanding obtained regarding each of the aspects of the entity and its
environment;
(c) The identified and assessed risks of material misstatement at the Statement of Educational
Condition level and at the assertion level; and
(d) The risks identified, and related controls about which the auditor has obtained an
understanding (special audit considerations, highly automated processing).

GAESA 320
Materiality
Materiality in Planning and Performing an Audit
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Introduction
Materiality in the Context of an Audit
Misstatements and omissions are material if they individually or in the aggregate could reasonably be
expected to influence the educational decisions of users taken on the basis of the Statement of
Educational Conditions, in the light of surrounding circumstances, affected by the size and/or nature of a
misstatement. Judgments about matters that are material to users of the Statement of Educational
Conditions are based on a consideration of the common educational, operations and financial
information needs of users as a group; possible effects on specific individuals, whose needs may vary
widely, are not considered.
The auditor shall use the GAEP for reference to materiality.
The auditor’s determination of materiality is a matter of professional judgment, assuming that users
(a) have a reasonable knowledge of educational operations, activities and processes, and a
willingness to study the information in the Statement of Educational Conditions with
reasonable diligence;
(b) understand that Statement of Educational Conditions are prepared, presented and audited to
levels of materiality;
(c) recognize the uncertainties inherent in the evaluation of conditions and measurement of
amounts based on the use of estimates, judgment and the consideration of future events; and
(d) make reasonable decisions on the basis of the information in the Statement of Educational
Conditions.
The concept of materiality is applied by the auditor
 planning and performing the audit
 evaluating the effect of identified misstatements
 opinion in the auditor’s report.
The materiality determined when planning the audit does not necessarily establish a threshold below
uncorrected misstatements.
Objective
To apply the concept of materiality appropriately in planning and performing the audit.

Requirements
Determining Materiality and Performance Materiality When Planning the Audit
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When establishing the overall audit strategy, the auditor shall determine materiality for the Statement of
Educational Conditions as a whole for purposes of assessing the risks of material misstatement and
determining the nature, timing and extent of further audit procedures.
Revision as the Audit Progresses
The auditor shall revise materiality for the Statement of Educational Conditions as a whole in the event
of becoming aware of information during the audit that would have caused the auditor to have
determined a different impact initially.
Documentation
The auditor shall include in the audit documentation factors considered in their determination.
:
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GAESA 330
Assessed Risks
The Auditor's Responses to Assessed Risks
Objective
To obtain Sufficient Appropriate Audit Evidence regarding the assessed risks of material misstatement,
through designing and implementing appropriate responses to those risks.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Substantive procedure. ― An audit procedure designed to detect material misstatements at
the assertion level. Substantive procedures comprise:
(i) Tests of details (of classes of transactions, account balances, and
(ii) Substantive analytical procedures.
(b) Test of controls. ― An audit procedure designed to evaluate the operating effectiveness of
controls in preventing, or detecting and correcting, material misstatements at the assertion level.
Requirements
Overall Responses
The auditor shall design and implement overall responses to address the assessed
risks of material misstatement at the Statement of Educational Condition level.
Audit Procedures Responsive to the Assessed Risks of Material Misstatement at the Assertion Level
The auditor shall design and perform further audit procedures whose nature, timing and extent are based
on and are responsive to the assessed risks of material misstatement at the assertion level and ―
(a) Consider the reasons for the assessment given to the risk of material misstatement at the
assertion level for each class of transactions, account balance, and disclosure, including:
(i) The likelihood of material misstatement due to the particular characteristics of the
relevant class of transactions, account balance, or disclosure (that is, the inherent risk);
and
(ii) Whether the risk assessment takes account of relevant controls (that is, the control risk),
thereby requiring the auditor to obtain audit evidence to determine whether the controls
are operating effectively (that is, the auditor intends to rely on the operating effectiveness
of controls in determining the nature, timing and extent of substantive procedures); and
(b) Obtain more persuasive audit evidence the higher the auditor’s assessment of risk.
Tests of Controls
The auditor shall design and perform tests of controls if (a) the auditor intends to rely on the operating
effectiveness of controls in determining the nature, timing and extent of substantive procedures; or if (b)
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substantive procedures alone cannot provide Sufficient Appropriate Audit Evidence at the assertion
level.
The audit shall, in designing and performing tests of control, obtain audit evidence about the operating
effectiveness of the controls, how, how consistently and by whom they were applied, determine whether
the controls depend upon other controls (indirect controls), and, if so, their effectiveness.
Timing of Tests of Controls
The auditor shall test controls for the particular time, or throughout the period, depending on the
auditor's intended reliance.
Using audit evidence obtained during an interim period
The auditor shall obtain audit evidence significant changes in controls during the period from prior and
subsequent to the interim audit period.
The auditor shall consider the retesting the operating effectiveness by considering
(a) other elements including control environment, the entity's monitoring and risk assessment process,
(b) manual or automated, (c) effectiveness of IT controls, (d) deviations not noted by previous audits, (e)
lack of change in changing circumstances, (f) the risk of material misstatement and extent of reliance on
the controls.
Controls over significant risks
The auditor shall test those controls in the current period to be relied upon and determined as significant
risks.
Evaluating the Operating Effectiveness of Controls
The auditor shall evaluate whether misstatements detected by substantive procedures indicate that
controls are ineffective, without concluding that substantive procedures provide evidence that controls
are effective.
The auditor shall make specific inquiries of detected deviations from control to be relied upon,
determine their potential consequences as a basis for reliance on controls, performing additional tests of
controls if necessary, or the need to use substantive procedures.
Substantive Procedures
The auditor shall design and perform substantive procedures for each material class of transactions,
account balance, disclosure, and consider substantive external confirmation procedures.
Substantive Procedures Related to the Statement of Educational Condition Closing Process
The auditor shall perform the following substantive audit procedures for the Statement of Educational
Conditions closing process:
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(a) Agree or reconcile the Statement of Educational Conditions with the underlying internal and
external documents and records,
(b) Examine material record entries and other adjustments made in the course of the Statement of
Educational Condition preparation.
The auditor shall perform substantive procedures that are specifically responsive to an assessed risk of
material misstatement determined at the assertion level. Substantive procedures performed alone shall
include tests of details.
Timing of Substantive Procedures
The auditor shall cover the remaining period after an interim date by performing (a) substantive
procedures combined with tests of controls for the intervening period, or (b) only further substantive
procedures if determined sufficient to provide a reasonable basis for extending the audit conclusion for
the interim period.
The auditor shall evaluate the need to modify the timing or extent of substantive procedures covering the
remaining period, is unexpected misstatements are detected.
Adequacy of Presentation and Disclosure
The auditor shall perform audit procedures to evaluate the overall Statement of Educational Conditions
presentation and related disclosures in accordance with the GAEP.
Evaluating the Sufficiency and Appropriateness of Audit Evidence
The auditor shall evaluate before the conclusion of the audit (eg by performing analytical procedures)
whether the assessments of the risks of material misstatement at the assertion level remain appropriate.
The auditor shall conclude whether Sufficient Appropriate Audit Evidence has been obtained. In
forming an opinion, the auditor shall consider all relevant audit evidence, regardless of whether it
appears to corroborate or to contradict the assertions in the Statement of Educational Conditions.
The auditor shall express a qualified opinion or disclaim an opinion on the Statement of Educational
Conditions, if the auditor is unable to obtain Sufficient Appropriate Audit Evidence in spite of the
auditor's attempt to do so.
Documentation
The auditor shall include in the audit documentation (a) the overall responses to the assessed risks of
material misstatement at the Statement of Educational Condition level, and the nature, timing and extent
of the further audit procedures performed; (b) the linkage of those procedures with the assessed risks at
the assertion level; and (c) results of the audit procedures, including the conclusions where these are not
otherwise clear.
The auditor shall include in the audit documentation the conclusion reached about relying on the
operating effectiveness of controls obtained and tested in previous audits.
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The auditor’s documentation shall demonstrate that the Statement of Educational Conditions agree or
reconcile with the underlying internal and external documents and records.
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GAESA 402
Entity Using a Service Organization
Audit Considerations Relating to an Entity Using a Service Organization
Objectives
The objectives of the user auditor, when the user entity uses the services of a service organization, are:
(a) To obtain an understanding of the nature and significance of the services provided by the service
organization and their effect on the user entity’s internal control relevant to the audit, sufficient to
identify and assess the risks of material misstatement; and
(b) To design and perform audit procedures responsive to those risks.
Requirements
Obtaining an Understanding of the Services Provided by a Service Organization, Including Internal
Control
The auditor shall obtain an understanding of how the user entity uses a service organization in its
operations, including:
(a) The nature of the services provided by the service organization and the significance of those
services to the user entity, including the effect thereof on the user entity’s internal control;
(b) The nature and materiality of the transactions processed or accounts or educational reporting
processes affected by the service organization;
(c) The degree of interaction between the activities of the service organization and those of the user
entity; and
(d) The nature of the relationship between the user entity and the service organization, including the
relevant contractual terms for the activities undertaken by the service organization.
Responding to the Assessed Risks of Material Misstatement
The user auditor shall, in responding to assessed risks
(a)
Determine whether Sufficient Appropriate Audit Evidence concerning the relevant Statement
of Educational Condition assertions is available from records held at the user entity; and, if not,
(b)
Perform further audit procedures to obtain Sufficient Appropriate Audit Evidence or use
another auditor to perform those procedures at the service organization on the user auditor’s
behalf. (GAESA 402, 15)
Reporting by the User Auditor
The user auditor shall modify the opinion in the user auditor’s report if the user auditor is unable to
obtain Sufficient Appropriate Audit Evidence regarding the services provided by the service
organization.
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The user auditor shall not refer to the work of a service auditor in the user auditor’s report containing an
unmodified opinion; and if to do so, indicate that the reference does not diminish the user auditor's
responsibility for the audit opinion.
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GAESA 450
Misstatements

Evaluation of Misstatements Identified During the Audit
Objective
The objective of the auditor is to evaluate (a) the effect of identified misstatements on the audit; and (b)
the effect of uncorrected misstatements, if any, on the Statement of Educational Conditions.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a)

Misstatement.― A difference between the disclosure, classification, presentation, evaluation,
number, value or amount of a reported fact or prospect in a Statement of Educational Condition
item or items and the disclosure, classification, presentation, evaluation, number, value or
amount. Amount or value that is required for the item(s) in accordance with the GAEP.
Misstatements can arise from error or fraud.
When the auditor expresses an opinion on whether the Statement of Educational Conditions are
presented fairly, in all material respects, or give a true and fair view, misstatements also
include those adjustments to the disclosure, of classification, presentation, evaluation, number,
value or amount amounts, classifications, presentation, or disclosures that, in the auditor’s
judgment, are necessary for the Statement of Educational Conditions to be presented fairly, in
all material respects, or to give a true and fair view.

(b)

Uncorrected misstatements – Misstatements that the auditor has accumulated during the audit
and that have not been corrected.

Misstatements may result from:
(a) An inaccuracy in gathering or processing data from which the Statement of Educational Conditions
are prepared;
(b) An omission of a presentation, evaluation, number, value or amount or disclosure;
(c) An incorrect estimate arising from overlooking, or clear misinterpretation of, facts; and
(d) Judgments of management concerning estimates that the auditor considers unreasonable or the
selection and application of educational, administrative and business policies that the auditor
considers inappropriate in the circumstances.
ITING
Requirements
Accumulation of Identified Misstatements
The auditor shall accumulate misstatements identified during the audit, other than those that are clearly
trivial.
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To assist the auditor in evaluating the effect of misstatements accumulated during the audit and in
communicating misstatements to management and those charged with governance, it may be useful to
distinguish between factual misstatements, judgmental misstatements and projected misstatements.
• Factual misstatements are misstatements about which there is no doubt.
• Judgmental misstatements are differences arising from the judgments of management concerning ,
for example but not limited to, evaluations and estimates that the auditor considers unreasonable, or the
selection or application of policies and practices that the auditor considers inappropriate in accordance
with GAEP.
• Projected misstatements are the auditor’s best estimate of misstatements in populations, involving
the projection of misstatements identified in audit samples to the entire populations from which the
samples were drawn.
Consideration of Identified Misstatements as the Audit Progresses
The auditor shall determine whether the overall audit strategy and the audit plan need to be revised if:
(a) The nature of identified misstatements and the circumstances of their occurrence indicate that
other misstatements may exist that, when aggregated with misstatements accumulated during the
audit, could be material; or
(b) The aggregate of misstatements accumulated during the audit approaches materiality determined
in accordance with GAESA’s Statement on “Materiality”.
The auditor shall perform additional audit procedures to determine whether misstatements remain, if, at
the auditor’s request, management has examined a class of transactions, account balance or disclosure
and corrected detected misstatements.
Communication and Correction of Misstatements
The auditor shall communicate on a timely basis all misstatements accumulated during the audit with the
appropriate level of management and request management to correct those misstatements.
The auditor shall obtain an understanding of management's reasons if management refuses to correct the
misstatements communicated by the auditor and take that understanding into account when evaluating
whether the Statement of Educational Conditions as a whole are free from material misstatement.
Evaluating the Effect of Uncorrected Misstatements
The auditor shall reassess materiality determined in accordance with GAESA Statement on "Materiality”
prior to evaluating the effect of uncorrected misstatements to confirm whether it remains appropriate in
the context of the entity’s actual and projected conditions in accordance with GAESA.
The auditor shall determine whether uncorrected misstatements are material, individually or in
aggregate. In making this determination, the auditor shall consider:
(a) The size and nature of the misstatements, in relation to particular disclosures, classifications,
presentations, evaluations, numbers, values or amounts of a reported fact or prospect or
disclosures and the Statement of Educational Conditions as a whole, and the particular
circumstances of their occurrence; and
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(b) The effect of uncorrected misstatements, related to prior periods on the relevant disclosures,
classifications, presentations, evaluations, numbers, values or amounts, and the Statement of
Educational Conditions as a whole.
The circumstances related to some misstatements may cause the auditor to evaluate them as material,
individually or when considered together with other misstatements accumulated during the audit, even if
they are lower than materiality for the Statement of Educational Conditions as a whole. Circumstances
that may affect the evaluation include the extent to which the misstatement:
•
•
•
•
•
•
•
•
•
•

Affects compliance with regulatory requirements;
Affects compliance with debt covenants or other contractual requirements;
Relates to the incorrect selection or application of a policy and/or practice that has an immaterial
effect on the current period’s Statement of Educational Conditions but is likely to have a material
effect on future periods’ Statement of Educational Conditions;
Masks a change in educational, financial or other relevant conditions or trends;
Affects ratios used, for example but not limited to, the evaluation of the entity’s performance,
prospective performance, conditions and positions, results of earnings and cash flows;
Has the effect of increasing management compensation, for example, by ensuring that the
requirements for the award of bonuses or other incentives are satisfied;
Is significant having regard to the auditor’s understanding of known previous communications to
users;
Relates to items involving particular parties (for example, whether external parties to the transaction
are related to members of the entity’s management);
Is an omission of information not specifically required by the GAEP but which, in the judgment of
the auditor, is important to the users’ understanding of the condition, prospective condition, position,
performance of the entity; or
Affects other information that will be communicated in documents containing the audited Statement
of Educational Conditions (for example, information to be included in a “Management Discussion
and Analysis” or an “Operating and Financial Review”) that may reasonably be expected to
influence the educational decisions of the users of the Statement of Educational Conditions.

These circumstances are only examples; not all are likely to be present in all audits nor is the list
necessarily complete. The existence of any circumstances such as these does not necessarily lead to a
conclusion that the misstatement is material.
Communication with Those Charged with Governance
The auditor shall communicate with governance uncorrected misstatements and the effect that they
individually or in the aggregate may have on the opinion in the auditor’s report, unless prohibited by law
or regulation.
The auditor’s communication shall identify material uncorrected misstatements individually. The auditor
shall request that uncorrected misstatements be corrected.
The auditor shall also communicate with governance the effect of uncorrected misstatements of prior
periods related to disclosures, classifications, presentations, evaluations, numbers, values or amounts,
and the Statement of Educational Conditions as a whole.
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Written Representations
The auditor shall request a written representation from management and, where appropriate, governance
whether they believe the effects of uncorrected misstatements are immaterial, individually and in
aggregate, to the Statement of Educational Conditions as a whole, including or attaching a summary of
such items to the written representation.
AUDITING
Documentation
The auditor shall include in the audit documentation:
(a) The auditor’s description of a threshold below which misstatements would be regarded as
clearly trivial;
(b) All misstatements accumulated during the audit and whether they have been corrected; and
(c) The auditor’s conclusion as to whether uncorrected misstatements are material, individually or
in the aggregate, and the basis for that conclusion.
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GAESA 500
Evidence
Audit Evidence
Objective
The objective of the auditor is to design and perform audit procedures in such a way as to enable the
auditor to obtain Sufficient Appropriate Audit Evidence to be able to draw reasonable conclusions on
which to base the auditor’s opinion.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed
below:
(a)

Internal and external documents and records – The records of initial entries and supporting
records in all forms (paper, electronic or other medium) and formats (including notes,
memorandums, communications of any kind, and reports) relating to relevant information that
may be considered, should be considered, and/or is considered or used for the preparation of
the Statement of Educational Conditions.

(b)

Appropriateness (of audit evidence) – The measure of the quality of audit evidence; that is, its
relevance and its reliability in providing support for the conclusions on which the auditor’s
opinion is based.

(c)

Audit evidence – Information used by the auditor in arriving at the conclusions on which the
auditor’s opinion is based. Audit evidence includes both information contained in the internal
and external documents and records underlying the Statement of Educational Conditions and
other information.

(d)

Management’s expert – An individual or organization possessing expertise to assist the entity
in preparing the Statement of Educational Conditions.

(e)

Sufficiency (of audit evidence) – The measure of the quantity of audit evidence. The quantity
of the audit evidence needed is affected by the auditor’s assessment of the risks of material
misstatement and also by the quality of such audit evidence.

Requirements
Sufficient Appropriate Audit Evidence
The auditor shall design and perform audit procedures that are appropriate in the circumstances for the
purpose of obtaining Sufficient Appropriate Audit Evidence.

85

Asian Association of Schools of Business International

Information to Be Used as Audit Evidence
When designing and performing audit procedures, the auditor shall consider the relevance and reliability
of the information to be used as audit evidence.
The auditor shall evaluate the competence, capabilities and objectivity of a management's expert, and
obtain an understanding of the work, to the extent necessary, if information to be used as audit evidence
has been prepared by the expert, the accuracy and completeness of the information, evaluating whether it
is sufficiently precise and detailed for the auditor's purposes.)
Selecting Items for Testing to Obtain Audit Evidence
When designing tests of controls and tests of details, the auditor shall determine means of selecting
items for testing that are effective in meeting the purpose of the audit procedure.
Inconsistency in, or Doubts over Reliability of, Audit Evidence
The auditor shall determine the modifications or additions to audit procedures necessary to resolve (a)
inconsistent audit evidence from other sources or (b) if the auditor doubts the reliability of information
to be used as audit evidence.

86

Generally Accepted Educational Standards on Auditing (GAESA)

GAESA 505
External Confirmations
Introduction
External Confirmation Procedures to Obtain Audit Evidence
GAESA 500 includes generalizations applicable to audit evidence. Audit evidence is more reliable
• when obtained from independent sources outside the entity
• when obtained directly by the auditor is more reliable than audit evidence obtained indirectly or by
inference
• when in documentary form (paper, electronic or other medium).
Objective
The objective of the auditor, when using external confirmation procedures, is to design and perform such
procedures to obtain relevant and reliable audit evidence.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed
below:
AUDITING
(a)
External confirmation – Audit evidence obtained as a direct written response to the auditor
from a third party (the confirming party), in paper form, or by electronic or other medium.
(b)
Positive confirmation request – A request that the confirming party respond directly to the
auditor indicating whether the confirming party agrees or disagrees with the information in the
request, or providing the requested information.
(c)
Negative confirmation request – A request that the confirming party respond directly to the
auditor only if the confirming party disagrees with the information provided in the request.
(d)
Non-response – A failure of the confirming party to respond, or fully respond, to a positive
confirmation request, or a confirmation request returned undelivered.
(e)
Exception – A response that indicates a difference between information requested to be
confirmed, or contained in the entity’s records, and information provided by the confirming
party.
Requirements
External Confirmation Procedures
The auditor shall maintain control over external confirmation requests including:
(a) Determining the information to be confirmed or requested;
(b) Selecting the appropriate confirming party;
(c) Designing the confirmation requests, address and contain return information directly to the
auditor; and
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(d) Sending the requests including follow-up to the confirming party.
Management’s Refusal to Allow the Auditor to Send a Confirmation Request
The auditor shall, if management refuses to allow direct confirmation requests (a) inquire management's
reasons, (b) evaluate implications on assessment of relevant risk of material misstatement including
fraud, nature, timing and extent of other auditing procedures, (c) perform alternative audit procedures to
obtain relevant and reliable audit evidence.
The auditor shall communicate with governance, if the auditor concludes that management’s refusal to
allow the auditor to send a confirmation request is unreasonable, or the auditor is unable to obtain
relevant and reliable audit evidence from alternative audit procedures, and determine the implications for
the audit and the auditor’s opinion.
Results of the External Confirmation Procedures
Reliability of Responses to Confirmation Requests
The auditor shall obtain further audit evidence, if the auditor identifies factors that give rise to doubts
about the reliability of the response to a confirmation request, to resolve those doubts.
The auditor shall evaluate the implications on the assessment of the relevant risks of material
misstatement including fraud, if the auditor determines that a response to a confirmation request is not
reliable, and evaluate the related nature, timing and extent of other audit procedures.
Non-Responses
The auditor shall perform alternative audit procedures in the case of each non-response, and, if
determined that a response to a positive confirmation request is necessary, obtain Sufficient Appropriate
Audit Evidence if alternative audit procedures will not provide the audit evidence required, and if not
obtained, determine the implications for the auditor's opinion.
Exceptions
The auditor shall investigate exceptions to determine whether or not they are indicative of misstatements
or due to timing, measurement, or clerical errors. (GAESA 505, 14, A21–A22)
UDITING
Negative Confirmations
Negative confirmations provide less persuasive audit evidence than positive confirmations.
The auditor shall not use negative confirmation requests as the sole substantive audit procedure to
address an assessed risk of material misstatement at the assertion level unless all of the following are
present:
(a) The auditor has assessed the risk of material misstatement as low and has obtained Sufficient
Appropriate Audit Evidence regarding the operating effectiveness of controls relevant to the
assertion;
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(b)
(c)
(d)

The population of items subject to negative confirmation procedures comprises a large number
of small, homogeneous account balances, transactions or conditions;
A very low exception rate is expected; and
The auditor is not aware of circumstances or conditions that would cause recipients of negative
confirmation requests to disregard such requests.

Evaluating the Evidence Obtained
The auditor shall evaluate whether the results of the external confirmation procedures provide relevant
and reliable audit evidence, eg categorizing results as
(a) response by the appropriate confirming party indicating agreement with the information
provided in the confirmation request, or providing requested information without exception
(b) response deemed unreliable
(c) non-response; or
(d) response indicating an exception, or whether further audit evidence is necessary.
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GAESA 520
Analytical Procedures
Initial Audit Engagements ― Opening Balances
Objectives
3. The objectives of the auditor are:
(a) To obtain relevant and reliable audit evidence when using substantive analytical procedures; and
(b) To design and perform analytical procedures near the end of the audit
that assist the auditor when forming an overall conclusion as to whether the Statement of Educational
Conditions are consistent with the auditor’s understanding of the entity.
Definition
For the purposes of the GAESA, the following term has the meanings attributed below:
Analytical procedures.― Evaluations of information through analysis of plausible relationships among
all of the information — including but not limited to facts and projections reflected in indexes, historical
and future trends analyses, ratios, and financial data, statements and notes — encompassing such
investigation as is necessary of identified fluctuations or relationships that are inconsistent with other
relevant information or that differ from expected results to a significant degree.
Definition of Analytical Procedures
Analytical procedures include the consideration of comparisons of the entity’s information with, for
example:
• Comparable information for prior periods.
• Anticipated results of the entity, such as budgets or forecasts, or expectations of the auditor, such as
estimations.
• Similar information for the educational sector or field, such as a comparison of the entity’s ratios to
averages in the sector or field or endeavor, or with other entities of comparable size in the same sector
or field.
Analytical procedures also include consideration of relationships, for example:
• Among elements of information that would be expected to conform to a predictable pattern based on
the entity’s experience such as faculty-to-student ratios, pass rates, grades, grade point averages
(GAP), tuition, financial aid and financial ratios.
• Between relevant educational information and relevant non-educational information.
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Requirements
Substantive Analytical Procedures
The auditor shall, when designing and performing substantive analytical procedures, either alone or in
combination with tests of details, as substantive procedures:
(a) Determine the suitability of particular substantive analytical procedures for given assertions,
taking account of the assessed risks of material misstatement and tests of details, if any, for
these assertions;
(b) Evaluate the reliability of data from which the auditor’s expectation of recorded amounts or
ratios is developed, taking account of source, comparability, and nature and relevance of
information available, and controls over preparation;
(c) Develop an expectation of recorded amounts or ratios and evaluate whether the expectation is
sufficiently precise to identify a misstatement that, individually or when aggregated with other
misstatements, may cause the Statement of Educational Conditions to be materially misstated;
and
(d) Determine whether the amount or range of any difference of reported information, numbers,
indexes and ratios from that or those expected is acceptable without further investigation.
Investigating Results of Analytical Procedures
The auditor shall investigate differences between analytical procedures performed in accordance with
this GAESA and fluctuations or relationships that are inconsistent with other relevant information or that
differ from expected values by a significant amount
The auditor shall investigate differences between analytical procedures performed under this GAESA
and other relevant information, or that differ from expected values by a significant amount, by (a)
inquiring of management and obtain appropriate audit evidence relevant to management's responses, and
by (b) performing other audit procedures as necessary in the circumstances.

91

Asian Association of Schools of Business International

GAESA 530
Audit Sampling
Objective
The objective of the auditor using audit sampling is to provide a reasonable basis for conclusions about
the population from which the sample is selected.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed
below:
(a) Audit sampling (sampling) – The application of audit procedures to less than 100% of items within
a population of audit relevance such that all sampling units have a chance of selection in order to
provide the auditor with a reasonable basis on which to draw conclusions about the entire
population.
(b) Population – The entire set of data from which a sample is selected and about which the auditor
wishes to draw conclusions.
(c) Sampling risk – The risk that the auditor’s conclusion based on a sample may be different from the
conclusion if the entire population were subjected to the same audit procedure. Sampling risk can
lead to two types of erroneous conclusions:
(i) In the case of a test of controls, that controls are more effective than they actually are, or in the
case of a test of details, that a material misstatement does not exist when in fact it does. The
auditor is primarily concerned with this type of erroneous conclusion because it affects audit
effectiveness and is more likely to lead to an inappropriate audit opinion.
(ii) In the case of a test of controls, that controls are less effective than they actually are, or in the
case of a test of details, that a material misstatement exists when in fact it does not. This type
of erroneous conclusion affects audit efficiency as it would usually lead to additional work to
establish that initial conclusions were incorrect.
(d) Non-sampling risk – The risk that the auditor reaches an erroneous conclusion for any reason not
related to sampling risk.
(e) Anomaly – A misstatement or deviation that is demonstrably not representative of misstatements or
deviations in a population.
(f) Sampling unit – The individual items constituting a population. (Ref: Para.
(g) Statistical sampling – An approach to sampling that has the following characteristics:
(i) Random selection of the sample items; and
(ii) The use of probability theory to evaluate sample results, including measurement of sampling
risk.
A sampling approach that does not have characteristics (i) and (ii) is considered non-statistical
sampling.
(h) Stratification – The process of dividing a population into subpopulations, each of which is a group of
sampling units which have similar characteristics (often monetary value).
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(i) Tolerable misstatement – A monetary amount set by the auditor in respect of which the auditor seeks
to obtain an appropriate level of assurance that the monetary amount set by the auditor is not
exceeded by the actual misstatement in the population. (Ref: Para.A3)
(j) Tolerable rate of deviation – A rate of deviation from prescribed internal control procedures set by
the auditor in respect of which the auditor seeks to obtain an appropriate level of assurance that the
rate of deviation set by the auditor is not exceeded by the actual rate of deviation in the population.
AUDITING
Requirements
Sample Design, Size, and Selection of Items for Testing
The auditor shall
 consider the purpose of the audit procedure, and the characteristics of the population from which
the sample will be drawn, when designing an audit sample
 determine a sample size sufficient to reduce sampling risk to an acceptable level, and
 select items for the sample so that each sampling unit in the population has a chance of
selection.
Performing Audit Procedures
The auditor shall
 perform audit procedures on each item selected that are appropriate to the purpose
 perform the procedure on a replacement item if not applicable to the selected item
 treat a selected item to which the designed audit procedure, or suitable alternative procedures,
are not applicable, as a deviation from the prescribed control in the case of tests of controls, or a
misstatement in the case of tests of details.
Nature and Cause of Deviations and Misstatements
The auditor shall investigate the nature and cause of any deviations or misstatements identified, and
evaluate their possible effect on the purpose of the audit procedure and on other areas of the audit.
The auditor shall obtain a high degree of certainty in the extremely rare circumstances when considering
a misstatement or deviation in a sample to be an anomaly, that such misstatement or deviation is not
representative of the population by performing additional audit procedures to obtain Sufficient
Appropriate Audit Evidence that the remainder of the population is not affected.
Projecting Misstatements
For tests of details, the auditor shall project misstatements found in the sample to the population.
Stratification and Value-Weighted Selection
In considering the characteristics of the population from which the sample will be drawn, the auditor
may determine that stratification or value-weighted selection is appropriate.
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Stratification
1. Audit efficiency may be improved if the auditor stratifies a population by dividing it into discrete subpopulations which have an identifying characteristic. The objective of stratification is to reduce the
variability of items within each stratum and therefore allow sample size to be reduced without
increasing sampling risk.
2. When performing tests of details, the population is often stratified by monetary value. This allows
greater audit effort to be directed to the larger value items, as these items may contain the greatest
potential misstatement in terms of overstatement. Similarly, a population may be stratified according to a
particular characteristic that indicates a higher risk of misstatement, for example, when testing the
allowance for doubtful accounts in the valuation of accounts receivable, balances may be stratified by
age.
3. The results of audit procedures applied to a sample of items within a stratum can only be projected to
the items that make up that stratum. To draw a conclusion on the entire population, the auditor will need
to consider the risk of material misstatement in relation to whatever other strata make up the entire
population. For example, 20% of the items in a population may make up 90% of the value of an account
balance. The auditor may decide to examine a sample of these items. The auditor evaluates the results of
this sample and reaches a conclusion on the 90% of value separately from the remaining 10% (on which
a further sample or other means of gathering audit evidence will be used, or which may be considered
immaterial).
4. If a class of transactions or balance has been divided into strata, the misstatement is projected for each
stratum separately. Projected misstatements for each stratum are then combined when considering the
possible effect of misstatements on the total class of transactions or account balance.
Value-Weighted Selection
When performing tests of details it may be efficient to identify the sampling unit as the individual
monetary units that make up the population. Having selected specific monetary units from within the
population, for example, the accounts receivable balance, the auditor may then examine the particular
items, for example, individual balances, that contain those monetary units. One benefit of this approach
to defining the sampling unit is that audit effort is directed to the larger value items because they have a
greater chance of selection, and can result in smaller sample sizes. This approach may be used in
conjunction with the systematic method of sample selection (described in Appendix 4) and is most
efficient when selecting items using random selection.

Sample Selection Methods
There are many methods of selecting samples. The principal methods are as follows:
(a) Random selection (applied through random number generators, for example, random number
tables).
(b) Systematic selection, in which the number of sampling units in the population is divided by the
sample size to give a sampling interval, for example 50, and having determined a starting point
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within the first 50, each 50th sampling unit thereafter is selected. Although the starting point may be
determined haphazardly, the sample is more likely to be truly random if it is determined by use of a
computerized random number generator or random number tables. When using systematic selection,
the auditor would need to determine that sampling units within the population are not structured in
such a way that the sampling interval corresponds with a particular pattern in the population.
(c) Monetary Unit Sampling is a type of value-weighted selection (as described in Appendix 1) in which
sample size, selection and evaluation results in a conclusion in monetary amounts.
(d) Haphazard selection, in which the auditor selects the sample without following a structured
technique. Although no structured technique is used, the auditor would nonetheless avoid any
conscious bias or predictability (for example, avoiding difficult to locate items, or always choosing
or avoiding the first or last entries on a page) and thus attempt to ensure that all items in the
population have a chance of selection. Haphazard selection is not appropriate when using statistical
sampling.
(e) Block selection involves selection of a block(s) of contiguous items from within the population.
Block selection cannot ordinarily be used in audit sampling because most populations are structured
such that items in a sequence can be expected to have similar characteristics to each other, but
different characteristics from items elsewhere in the population. Although in some circumstances it
may be an appropriate audit procedure to examine a block of items, it would rarely be an appropriate
sample selection technique when the auditor intends to draw valid inferences about the entire
population based on the sample.
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GAESA 540
Estimates
Auditing Accounting Estimates, Including Fair Value Accounting Estimates, and Related Disclosures
Objective
To obtain Sufficient Appropriate Audit Evidence to determine whether estimates, including fair value
accounting estimates, in the Statement of Educational Conditions recognized or disclosed are reasonable,
and related disclosures in the Statement of Educational Conditions are adequate, in the context of the
GAEP. (GAESA 540, 6)
Definitions
For purposes of the GAESA, the following terms have the meanings attributed
below: (GAESA 540, 7 OT:)
(a) Estimate.― An approximation of a number of amount in the absence of a precise means of
measurement.
(b)
Auditor’s point estimate or auditor’s range .― The amount, or range of amounts, respectively,
derived from audit evidence for use in evaluating management’s point estimate.
(c)
Estimation uncertainty.―– The susceptibility of an accounting estimate and related disclosures
to an inherent lack of precision in its measurement.
(d)
Management bias.―– A lack of neutrality by management in the preparation of information.
(e) Management’s point estimate.―– The amount selected by management for recognition or disclosure
in the Statement of Educational Conditions as an accounting estimate.
(f) Outcome of an accounting estimate.― The actual monetary amount which results from the
resolution of the underlying transaction(s), event(s) or condition(s) addressed by the accounting
estimate.
Written Representations
The auditor shall obtain written representations from management and, where appropriate from
governance, whether they believe significant assumptions used in making accounting estimates are
reasonable.
Documentation
The auditor shall include in the audit documentation:
(a)
The basis for the auditor’s conclusions about the reasonableness of accounting estimates and
their disclosure that give rise to significant risks; and
(b)
Indicators of possible management bias, if any.
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GAESA 550
Related Parties
Introduction
Nature of Related Party Relationships and Transactions
•
•
•

Related parties may operate through an extensive and complex range of relationships and structures,
with a corresponding increase in the complexity of related party transactions.
Information systems may be ineffective at identifying or summarizing transactions and outstanding
balances between an entity and its related parties.
Related party transactions may not be conducted under normal market terms and conditions; for
example, some related party transactions may be conducted with no exchange of consideration.

Responsibilities of the Auditor
Because related parties are not independent of each other, the auditor has a responsibility to audit, assess
and respond to the risk of material misstatement arising from the entity's failure to appropriately account
for and disclose related party relationships, transactions or balance in accordance with the requirements
of the framework.
The auditor needs to understand related party relationships and transactions, even if the GAEP has
minimal or no related requirements, sufficient to conclude whether the Statement of Educational
Conditions (a) achieve fair presentation (for fair presentation frameworks), or (b) are not misleading.
Understanding of the entity’s related party relationships and transactions is relevant to the auditor’s
evaluation of whether one or more fraud risk factors are present as required by GAESA 240, section
"The auditor's responsibilities relating to fraud in an audit of Statement of Educational Conditions"
because fraud may be more easily committed through related parties.
Management may be unaware of the existence of all related party relationships and transactions,
particularly if the GAEP does not establish related party requirements.
Related party relationships may present a greater opportunity for collusion, concealment or manipulation
by management.
Planning and performing the audit with professional skepticism.
AUDITING
Objectives
The objectives of the auditor are:
(a) Irrespective of whether the GAEP establishes related party requirements
(i) To recognize fraud risk factors, and
(ii) To conclude, whether the Statement of Educational Conditions
a. Achieve fair presentation (for fair presentation frameworks); or
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(b)

b. Are not misleading (for compliance frameworks); and
Related party relations and material transactions (administrative, setting and/or influencing
policies and practices including voting in various bodies and committees of all levels) are
disclosed in the Statement of Educational Conditions in accordance with the framework.

Definitions
10. For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Arm’s length transaction – A transaction conducted on such terms and conditions as between
willing participants who are unrelated and are acting independently of each other and pursuing
their own best interests and/or those of their principal(s) or representee(s).
(b) Related party – A party that is either:
(i) A related party as defined in the GAEP; or
(ii) Where the GAEP establishes minimal or no related party requirements:
a. A person or other entity that has control or significant influence, directly or indirectly
through one or more intermediaries, over the reporting entity;
b. Another entity over which the reporting entity has control or significant influence,
directly or indirectly through one or more intermediaries; or
c. Another entity that is under common control with the reporting entity through having:
i. Common controlling ownership;
ii. Owners who are close family members; or
iii. Common key management.
However, entities that are under common control by a state (that is, a national,
regional or local government) are not considered related unless they engage in
significant transactions or share resources to a significant extent with one another.
Requirements
Risk Assessment Procedures and Related Activities
The auditor shall perform the audit procedures and activities set out under Understanding the Entity’s
Related Party Relationships and Transactions" and "Maintaining Alertness for Related Party
Information When Reviewing Records or Documents" below as part of the risk assessment procedures.
Understanding the Entity’s Related Party Relationships and Transactions
The engagement team discussion shall include the susceptibility of the Statement of Educational
Conditions to material misstatement due to fraud or error from the entity’s related party relationships
and transactions.
The auditor shall inquire of management (a) the identity of the entity’s related parties, including changes
from the prior period, (b) the nature of the relationships between the entity and these related parties, and
(c) any transactions with these related parties during the period and, if so, the type and purpose of the
transactions.
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The auditor shall inquire of management and others within the entity, and perform other appropriate risk
assessment procedures, to obtain an understanding of the controls, if any, that management has
established to
(a) identify, account for, and disclose related party relationships and transactions in accordance
with the GAEP;
(b) authorize and approve significant transactions and arrangements with related parties; and
(c) authorize and approve significant transactions and arrangements outside the normal course of
business.
Maintaining Alertness for Related Party Information When Reviewing Records or
Documents
The auditor shall remain alert during the audit when inspecting records or documents, for arrangements
or other information that may indicate the existence of related party relationships or transactions that
management has not previously identified or disclosed to the auditor.
The auditor shall inspect the following for indications of the existence of related party relationships or
transactions that management has not previously identified or disclosed to the auditor:
(a) Legal confirmations obtained as part of the auditor’s procedures, including financial
institutions and entities acting in a position of trust for the related parties, if known;
(b) Minutes of meetings of shareholders and of those charged with governance; and
(c) Such other records or documents as the auditor considers necessary in the circumstances of the
entity.
The auditor shall inquire of management (a) the nature of identified significant transactions outside the
normal course of activity and/or business, and (b) whether related parties could be involved.
Sharing Related Party Information with the Engagement Team
The auditor shall share relevant information obtained about the entity’s related parties with the other
members of the engagement team.
Identification and Assessment of the Risks of Material Misstatement Associated with Related Party
Relationships and Transactions
The auditor shall identify and assess the risks of material misstatement associated with related party
relationships and transactions and determine whether any of those risks are significant risks, treating
identified significant related party transactions outside the entity’s normal course of business as giving
rise to significant risks.
The auditor shall consider identified related party fraud risk factors in accordance with GAESA 240,
"Fraud".
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Identification of Previously Unidentified or Undisclosed Related Parties or
Significant Related Party Transactions
The auditor shall, if related parties or significant related party transactions are identified, that
management has not previously identified or disclosed to the auditor:
(a) Promptly communicate the relevant information to the other members of the engagement team;
(b) Where GAEP establishes related party requirements:
(i) Request management to identify all transactions with the newly identified related parties for
the auditor’s further evaluation; and
(ii) Inquire as to why the entity’s controls over related party relationships and transactions failed
to enable the identification or disclosure of the related party relationships or transactions;
(c) Perform appropriate substantive audit procedures relating to such newly identified related parties
or significant related party transactions;
(d) Reconsider the risk that other related parties or significant related party transactions may exist
that management has not previously identified or disclosed to the auditor, and perform additional
audit procedures as necessary; and
(e) if the non-disclosure by management appears intentional (and therefore indicative of a risk of
material misstatement due to fraud), evaluate the implications for the audit.
Identified Significant Related Party Transactions outside the Entity’s Normal Course
of Business
The auditor shall, for identified significant related party transactions outside the entity’s normal course
of business:
(a) Inspect the underlying contracts or agreements, if any, and evaluate whether:
(i) The business rationale (or lack thereof) of the transactions suggests that they may have been
entered into to engage in fraudulent activities including financial reporting or to conceal
misappropriation of assets;
(ii) The terms of the transactions are consistent with management’s explanations; and
(iii) The transactions have been appropriately accounted for and disclosed in accordance with
the applicable GAESA reporting framework; and
(b) Obtain audit evidence that the transactions have been appropriately authorized and approved.
Assertions That Related Party Transactions Were Conducted on Terms Equivalent toThose Prevailing in
an Arm’s Length Transaction
The auditor shall obtain Sufficient Appropriate Audit Evidence about the assertion by management in
the Statement of Educational Conditions to the effect that a related party transaction was conducted on
terms equivalent to those prevailing in an arm’s length transaction.
Evaluation of the Accounting for and Disclosure of Identified Related Party Relationships and
Transactions
The auditor shall evaluate in accordance with GAESA 700, 12 "Forming an opinion on the Statement of
Educational Conditions":
(a) Whether the identified related party relationships and transactions have been appropriately
accounted for and disclosed in accordance with GAEP; and
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(b) Whether the effects of the related party relationships and transactions:
(i) Prevent the Statement of Educational Conditions from achieving fair presentation (for fair
presentation frameworks); or
(ii) Cause the Statement of Educational Conditions to be misleading (for compliance
frameworks).
Written Representations
The auditor shall obtain written representations from management and, where appropriate, governance,
where the GAEP establishes related party Requirements, that
(a) They have disclosed to the auditor the identity of the entity’s related parties and all the related
party relationships and transactions of which they are aware; and
(b) They have appropriately accounted for and disclosed such relationships and transactions in
accordance with the requirements of the framework.
Communication with Those Charged with Governance
The auditor shall communicate with non-executive governance significant matters arising during the
audit in connection with the entity’s related parties.
AUDITING
Documentation
The auditor shall include in the audit documentation the names of the identified related parties and the
nature of the related party relationships.
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GAESA 560
Subsequent Events
Introduction
Subsequent Events
GAESA reporting frameworks ordinarily identify two types of events:
(a) Those that provide evidence of conditions that existed at the date of the Statement of
Educational Conditions; and
(b) Those that provide evidence of conditions that arose after the date of the Statement of
Educational Conditions.
GAESA’s Statement "Forming an Opinion and Reporting on Statement of Educational Conditions”
explains that the date of the auditor’s report informs the reader that the auditor has considered the effect
of events and transactions of which the auditor becomes aware and that occurred up to that date.
Objectives
The objectives of the auditor are:
(a) To obtain Sufficient Appropriate Audit Evidence about whether events occurring between the
date of the Statement of Educational Conditions and the date of the auditor’s report that require
adjustment of, or disclosure in, the Statement of Educational Conditions are appropriately
reflected in those Statement of Educational Conditions in accordance with the GAEP; and
(b) To respond appropriately to facts that become known to the auditor after the date of the
auditor’s report, that, had they been known to the auditor at that date, may have caused the
auditor to amend the auditor’s report.
AUDITING
Definitions
For purposes of the GAESA, the terms below have the following meaning:
(a)

Date of the Statement of Educational Conditions.― The date of the end of the latest period
covered by the Statement of Educational Conditions.

(b)

Date of approval of the Statement of Educational Conditions.― The date on which all the
statements that comprise the Statement of Educational Conditions, including the related notes,
have been prepared and those with the recognized authority have asserted that they have taken
responsibility for those Statement of Educational Conditions.

(c)

Date of the auditor’s report.― The date the auditor dates the report on the Statement of
Educational Conditions.
Date the Statement of Educational Conditions are issued.― The date that the auditor’s report
and audited Statement of Educational Conditions are made available to third parties.

(d)
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(e) Subsequent events .― Events occurring between the date of the Statement of Educational
Conditions and the date of the auditor’s report, and facts that become known to the auditor after
the date of the auditor’s report.
Requirements
Events Occurring between the Date of the Statement of Educational Conditions and the Date of
the Auditor’s Report
The auditor shall perform audit procedures that all events occurring between the date of the Statement of
Educational Conditions and the date of the auditor’s report that require adjustment of, or disclosure in,
the Statement of Educational Conditions have been identified, but the auditor is not expected to reperform audit procedures that have provided satisfactory conclusions.
The auditor shall perform the procedures which shall include the following:
(a) Obtaining an understanding of any procedures management has established to ensure that
subsequent events are identified.
(b) Inquiring of management and, where appropriate, governance whether any subsequent events
have occurred which might affect the Statement of Educational Conditions.
(c) Reading minutes, if any, of the meetings of the entity’s owners, management/governance held
after the date of the Statement of Educational Conditions and inquiring about matters discussed
at any such meetings for which minutes are not yet available.
(d) Reading the entity’s latest subsequent interim Statement of Educational Conditions, if any.
Written Representations
The auditor shall request management and, where appropriate, governance, to provide a written
representation that all events occurring subsequent to the date of the Statement of Educational
Conditions and for which the GAEP requires adjustment or disclosure have been adjusted or disclosed.
Facts Which Become Known to the Auditor after the Date of the Auditor’s Report but before the Date
the Statement of Educational Conditions Are Issued
The auditor has no obligation to perform any audit procedures regarding the Statement of Educational
Conditions after the date of the auditor’s report. However, if, after the date of the auditor’s report but
before the date the Statement of Educational Conditions are issued, a fact becomes known to the auditor
that, had it been known to the auditor at the date of the auditor’s report, may have caused the auditor to
amend the auditor’s report, the auditor shall:
(a) Discuss the matter with management and, where appropriate, with governance;
(b) Determine whether the Statement of Educational Conditions need amendment and, if so,
(c) Inquire how management intends to address the matter in the Statement of Educational
Conditions.
If management amends the Statement of Educational Conditions, the auditor shall:
(a) Carry out the audit procedures necessary in the circumstances on the amendment.
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(i)

Extend the audit procedures referred to above under Events Occurring between the Date
of the Statement of Educational Conditions and the Date of the Auditor’s Report to the
date of the new auditor’s report; and
(ii) Provide a new auditor’s report on the amended Statement of Educational Conditions.
The new auditor’s report shall not be dated earlier than the date of approval of the
amended Statement of Educational Conditions.
However, if management does not amend the Statement of Educational Conditions in circumstances
where the auditor believes they need to be amended, then:
(a) If the auditor’s report has not yet been provided to the entity, the auditor shall modify the
opinion and then provide the auditor’s report; or
(b) If the auditor’s report has already been provided to the entity, the auditor shall notify
management and non-executive governance not to issue the Statement of Educational
Conditions to third parties before the necessary amendments have been made. If the Statement
of Educational Conditions are nevertheless subsequently issued without the necessary
amendments, the auditor shall take appropriate action to seek to prevent reliance on the
auditor’s report.
Facts Which Become Known to the Auditor after the Statement of Educational Conditions Have
Been Issued
After the Statement of Educational Conditions have been issued, the auditor has no obligation to perform
any audit procedures regarding such Statement of Educational Conditions.
However, if, after the Statement of Educational Conditions have been issued, a fact becomes known to
the auditor that, had it been known to the auditor at the date of the auditor’s report, may have caused the
auditor to amend the auditor’s report, the auditor shall:
(a) Discuss the matter with management and, where appropriate, those charged with governance;
(b) Determine whether the Statement of Educational Conditions need amendment; and, if so,
(c) Inquire how management intends to address the matter in the Statement of Educational
Conditions.
If management amends the Statement of Educational Conditions, the auditor shall:
(a) Carry out the audit procedures necessary in the circumstances on the amendment.
(b) Review the steps taken by management to ensure that anyone in receipt of the previously
issued Statement of Educational Conditions together with the auditor’s report thereon is
informed of the situation.
(c) (i) Extend the audit procedures referred to above under Events Occurring between the Date of
the Statement of Educational Conditions and the Date of the Auditor’s Report to the date of the
new auditor’s report, and date the new auditor’s report no earlier than the date of approval of
the amended Statement of Educational Conditions; and
(ii) Provide a new auditor’s report on the amended Statement of Educational Conditions.
The auditor shall include in the new or amended auditor’s report an Emphasis of Matter paragraph or
Other Matter paragraph referring to a note to the Statement of Educational Conditions that more
extensively discusses the reason for the amendment of the previously issued Statement of Educational
Conditions and to the earlier report provided by the auditor.
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If management does not take the necessary steps to ensure that anyone in receipt of the previously issued
Statement of Educational Conditions is informed of the situation and does not amend the Statement of
Educational Conditions in circumstances where the auditor believes they need to be amended, the
auditor shall notify management and non-executive governance, that the auditor will seek to prevent
future reliance on the auditor’s report. If, despite such notification, management or those charged with
governance do not take these necessary steps, the auditor shall take appropriate action to seek to prevent
reliance on the auditor’s report.
Where the auditor believes that management, or those charged with governance, have failed to take the
necessary steps to prevent reliance on the auditor’s report on Statement of Educational Conditions
previously issued by the entity despite the auditor’s prior notification that the auditor will take action to
seek to prevent such reliance, the auditor’s course of action depends upon the auditor’s legal rights and
obligations. Consequently, the auditor may consider it appropriate to seek legal advice.
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GAESA 570
Going Concern
Introduction
Going Concern Assumption
For purposes of GAEP, the auditor considers the going concern assumption of the entity’s educational
conditions including license requirements, supply and demand opportunities for the entity’s services,
values of assets and liabilities, on the basis that the entity will be able to continue its operations in the
foreseeable future, and realize its assets and discharge its liabilities in the normal course of business.
Responsibility for Assessment of the Entity’s Ability to Continue as a Going Concern
The preparation of the Statement of Educational Conditions requires management to assess the entity’s
ability to continue as a going concern even if the GAESA reporting framework does not include an
explicit requirement to do so, making a judgment, at a particular point in time, about inherently
uncertain future outcomes of events or conditions concerning the following relevant factors:
• The degree of uncertainty increases with the extension of time, and GAEP’s reporting
frameworks that require an explicit management assessment may specify the period of time for
which management is required to take into account all available information.
• The size and complexity of the entity, nature and condition of its operational, business and
external factors affect the judgment.
• Any judgment about the future is based on information available at the time at which the
judgment is made.
Responsibilities of the Auditor
The auditor’s responsibility ― independent of GAESA reporting framework requirements ― is to
obtain Sufficient Appropriate Audit Evidence of management’s use of the going concern assumption in
the preparation of the Statement of Educational Conditions and to conclude whether there is a material
uncertainty about the entity’s ability to continue as a going concern.
The inherent limitations on the auditor’s ability to detect material misstatements are greater for future
events or conditions that may cause an entity to cease to continue as a going concern. The auditor cannot
predict such future events or conditions, and the absence of any reference to going concern uncertainty
in an auditor’s report is not a guarantee as to the entity’s ability to continue as a going concern.
AUDITING
Objectives
The objectives of the auditor are (a) to obtain Sufficient Appropriate Audit Evidence regarding
management’s use of the going concern assumption in the preparation of the Statement of Educational
Conditions, (b) to conclude whether a material uncertainty exists that may cast significant doubt on the
entity’s ability to continue as a going concern, and (c) to determine the implications for the auditor’s
report.
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Requirements
Risk Assessment Procedures and Related Activities
The auditor shall consider, when performing risk assessment procedures, whether there are events or
conditions casting significant doubt on the entity's ability to continue as a going concern, and determine
whether management has already performed a preliminary assessment of the entity's ability to continue
as a going concern.
(a)

The auditor shall discuss the assessment with management, if one has been made, and
determine whether management has identified events or conditions that, individually or
collectively, may cast significant doubt on the entity’s ability to continue as a going concern
and, if so, management’s plans to address them; or

(b)

The auditor shall discuss with management, if such an assessment has not yet been performed,
the basis for the intended going concern assumption, and inquire of management whether
events or conditions exist that, individually or collectively, may cast significant doubt on the
entity’s ability to continue as a going concern.

The auditor shall remain alert for audit evidence of events or conditions that may cast significant doubt
on the entity’s ability to continue as a going concern.
Evaluating Management’s Assessment
The auditor shall evaluate management’s assessment of the entity’s ability to continue as a going
concern, covering the same period as required by the applicable financial reporting framework, or by
law or regulation if it specifies a longer period.
If management’s assessment covers less than twelve months from the date of the Statement of
Educational Conditions, the auditor shall request management to extend its assessment period to at least
twelve months from that date.
Period beyond Management’s Assessment
The auditor shall inquire of management as to its knowledge of events or conditions beyond the period
of management’s assessment that may cast significant doubt on the entity’s ability to continue as a going
concern.
Additional Audit Procedures When Events or Conditions Are Identified
The auditor shall obtain Sufficient Appropriate Audit Evidence if events or conditions have been
identified that may cast significant doubt on the entity’s ability to continue as a going concern, to
determine whether or not a material uncertainty exists by performing additional audit procedures,
including consideration of mitigating factors. These procedures shall include:
(a)

Requesting management to make its assessment, if not yet done.
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(b)
(c)

(d)
(e)

Evaluating management’s plans for future actions in relation to its going concern assessment,
whether the outcome of these plans is likely to improve the situation and whether
management’s plans are feasible in the circumstances.
Analysis of the cash flow forecast is a significant factor in considering the future outcome of
events or conditions in the evaluation of management’s plans for future action, (i) evaluating
the reliability of the underlying data generated to prepare the forecast; and (ii) determining
whether there is adequate support for the assumptions underlying the forecast.
Considering any additional facts or information available after the date of management's
assessment.
Requesting written representations from management and, where appropriate, governance,
regarding their plans for future action and the feasibility of these plans.

Audit Conclusions and Reporting
The auditor shall conclude, based on the audit evidence, whether a material uncertainty exists related to
events or conditions that, individually or collectively, may cast significant doubt on the entity’s ability to
continue as a going concern.
A material uncertainty ( or "significant uncertainty") exists when the magnitude of its potential impact
and likelihood of occurrence is such that, in the auditor’s judgment, appropriate disclosure of the nature
and implications of the uncertainty is necessary for:
(a) In the case of a fair presentation GAESA reporting framework, the fair presentation of the
Statement of Educational Conditions, or
(b) In the case of a compliance framework, the Statement of Educational Conditions not to be
misleading.
Use of Going Concern Assumption Appropriate but a Material Uncertainty Exists
If the auditor concludes that the use of the going concern assumption is appropriate in the circumstances
but a material uncertainty exists, the auditor shall determine, if the going concern assumption is
appropriate but a material uncertainty exists, whether the Statement of Educational Conditions:
(a) Adequately describe the principal events or conditions that may cast significant doubt on the
entity’s ability to continue as a going concern and management’s plans to deal with these
events or conditions; and
(b) Disclose clearly that there is a material uncertainty related to events or conditions that may cast
significant doubt on the entity’s ability to continue as a going concern and, therefore, that it
may be unable to realize its assets and discharge its liabilities in the normal course of business.
If adequate disclosure is made in the Statement of Educational Conditions, the auditor shall express an
unmodified opinion and include an Emphasis of Matter paragraph in the auditor’s report to:
(a) Highlight the existence of a material uncertainty relating to the event or condition that may cast
significant doubt on the entity’s ability to continue as a going concern; and
(b) Draw attention to the place of the note in the Statement of Educational Conditions that discloses
the matters.
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The auditor shall express a qualified opinion, if adequate disclosure is not made in the Statement of
Educational Conditions. The auditor shall state in the auditor’s report that there is a material uncertainty
that may cast significant doubt about the entity’s ability to continue as a going concern.
Use of Going Concern Assumption Inappropriate
The auditor shall express an adverse opinion, if the Statement of Educational Conditions has been
prepared on a going concern basis but, in the auditor’s judgment is inappropriate, whether or not the
Statement of Educational Conditions include disclosure of the inappropriateness of management’s use of
the going concern assumption.
If the entity’s management is required, or elects, to prepare a Statement of Educational Conditions when
the use of the going concern assumption is not appropriate in the circumstances, the Statement of
Educational Conditions are prepared on an alternative basis (for example, liquidation basis). The auditor
may be able to perform an audit of a Statement of Educational Conditions provided that the auditor
determines that the alternative basis is an acceptable GAESA reporting framework in the circumstances.
The auditor may be able to express an unmodified opinion on such a Statement of Educational
Conditions, provided there is adequate disclosure therein but may consider it appropriate or necessary to
include an Emphasis of Matter paragraph in the auditor’s report to draw the user’s attention to that
alternative basis and the reasons for its use.
Management Unwilling to Make or Extend Its Assessment
The auditor shall consider implications for the audit report, if management is unwilling to make or
extend its assessment when requested to do so by the auditor.
Communication with Those Charged with Governance
The auditor shall communicate with non-executive governance events or conditions identified that may
cast significant doubt on the entity's ability to continue as a going concern including the following:
(a) Whether the events or conditions constitute a material uncertainty;
(b) Whether the use of the going concern assumption is appropriate in the preparation of the
Statement of Educational Conditions; and
(c) The adequacy of related disclosures in the Statement of Educational Conditions.
Significant Delay in the Approval of Statement of Educational Conditions
The auditor shall inquire as to the reasons, if there is significant delay in the approval of the Statement of
Educational Conditions by management/governance.
If the auditor believes that the delay could be related to events or conditions relating to the going
concern assessment, the auditor shall perform those additional audit procedures necessary, as well as
consider the effect on the auditor’s conclusion regarding the existence of a material uncertainty, as
described above under Audit Conclusions and Reporting.
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GAESA 580
Written Representations
Introduction
Written Representations as Audit Evidence
Written representations are part of the audit evidence, although not Sufficient Appropriate Audit
Evidence per se, on which the auditor relies to arrive at conclusions as the basis for the auditor's opinion.
Objectives
The objectives of the auditor are:
(a) To obtain written representations from management and, where appropriate, governance, that
they believe having fulfilled their responsibility for the preparation of the Statement of
Educational Conditions and completeness information provided to the auditor;
(b) To support other audit evidence in the Statement of Educational Conditions; and
(c) To respond appropriately, or if management or governance do not provide the written
representations requested by the auditor.
Definitions
For purposes of the GAESA, the following term has the meaning attributed below:
Written representation.― A written statement by management provided to the auditor to confirm
certain matters or to support other audit evidence. Written representations in this context do not
include the Statement of Educational Conditions, the assertions therein, or supporting books and
records.
For purposes of this GAESA, references to “management” should be read as “management and, where
appropriate, those charged with governance.” Furthermore, in the case of a fair presentation framework,
management is responsible for the preparation and fair presentation of the Statement of Educational
Conditions in accordance with GAEP; or the preparation of Statement of Educational Conditions that
give a true and fair view in accordance with the GAEP.
Requirements
Management from Whom Written Representations Requested
The auditor shall request written representations from management with appropriate responsibilities for
the Statement of Educational Conditions and knowledge of the matters concerned.
In some cases, however, management may decide to make inquiries of those who participate in
preparing and presenting the Statement of Educational Conditions and assertions therein, including
individuals who have specialized knowledge relating to the matters about which written representations
are requested. Such individuals may include:
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• An actuary responsible for actuarially determined accounting measurements.
• Staff engineers who may have responsibility for and specialized knowledge about environmental
liability measurements.
• Internal counsel who may provide information essential to provisions for legal claims.
In some cases, management may include in the written representations qualifying language to the effect
that representations are made to the best of its knowledge and belief. It is reasonable for the auditor to
accept such wording if the auditor is satisfied that the representations are being made by those with
appropriate responsibilities and knowledge of the matters included in the representations.
To reinforce the need for management to make informed representations, the auditor may request that
management include in the written representations confirmation that it has made such inquiries as it
considered appropriate to place it in the position to be able to make the requested written
representations. It is not expected that such inquiries would usually require a formal internal process
beyond those already established by the entity.
Written Representations about Management’s Responsibilities
Preparation of the Statement of Educational Conditions
The auditor shall request management to provide a written representation that it has fulfilled its
responsibility for the preparation of the Statement of Educational Conditions in accordance with GAEP,
including, where relevant, their fair presentation, as set out in the terms of the audit engagement.
Communication with governance of the written representations requested of management.
GAESA require the auditor to communicate with those charged with governance the written
representations which the auditor has requested from management.
Information Provided and Completeness of Transactions
The auditor shall request management to provide the auditor with a written representation that:
(a) It has provided the auditor with all relevant information and access as agreed in the terms of the
audit engagement; and
(b) All relevant educational conditions as required by GAEP and transactions are recorded and are
reflected in the Statement of Educational Conditions.
Description of Management’s Responsibilities in the Written Representations
Management’s responsibilities shall be described in the written representations requested by the auditor
as required by the two preceding paragraphs in the manner in which these responsibilities are described
in the terms of the audit engagement.
Other Written Representations
The auditor shall request such other written representations if determined necessary to support other
audit evidence relevant to the Statement of Educational Conditions.
Date of and Period(s) Covered by Written Representations
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The date of the written representations shall be as near as practicable to, but not after, the date of the
auditor’s report on the Statement of Educational Conditions. The written representations shall be for all
Statement of Educational Conditions and period(s) referred to in the auditor’s report.
Form of Written Representations
The written representations shall be in the form of a representation letter addressed to the auditor, except
to the extent already included in a statement. (GAESA 580, 15)
Doubt as to the Reliability of Written Representations
The auditor shall determine the effect of concerns on the reliability of representations (oral or written)
and audit evidence in general, that the auditor may have concerning the competence, integrity, ethical
values or diligence of management.
The auditor shall perform audit procedures to attempt to resolve inconsistencies of written
representations with other audit evidence, and if remaining unresolved, consider the assessment of the
competence, integrity, ethical values or diligence of management, or its commitment to or enforcement
of these to determine the effect on the reliability of representations (oral or written) and audit evidence
in general.
The auditor shall take appropriate action if the auditor concludes that the written representations are not
reliable, determining the possible effect on the auditor's opinion.
Requested Written Representations Not Provided
The auditor shall ― if management does not provide one or more requested written representations
(a) discuss the issue with management
(b) re-evaluate the integrity of management and evaluate the effect that this may have on the
reliability of representations (oral or written) and audit evidence in general, and
(c) take appropriate actions, including determining the possible effect on the opinion in the
auditor’s report.
Written Representations about Management’s Responsibilities
The auditor shall disclaim an opinion on the Statement of Educational Conditions if:
(a) The auditor concludes that there is sufficient doubt about the integrity of management such that
the written representations required are not reliable; or
(b) Management does not provide the written representations required.
Illustrative Representation Letter
The following illustrative letter includes written representations that are required by this and other
GAESA in effect for audits of Statement of Educational Conditions. It is assumed in this illustration
that “Going Concern” is not relevant; and that there are no exceptions to the requested written

112

Generally Accepted Educational Standards on Auditing (GAESA)

representations. If there were exceptions, the representations would need to be modified to reflect
the exceptions.
(Entity's Letterhead)
(To Auditor) (Date)
This representation letter is provided in connection with your audit of the Statement of Educational
Conditions of ABC School of Business for the year ended 31, 20XX [Note: Where the auditor
reports on more than one period, the auditor adjusts the date so that the letter pertains to all periods
covered by the auditor’s report.] for the purpose of expressing an opinion as to whether the
Statement of Educational Conditions are presented fairly, in all material respects, (or give a true and
fair view) in accordance with Generally Accepted Education Principles.
We confirm that (, to the best of our knowledge and belief, having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves):
Statement of Educational Conditions
• We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated [insert
date], for the preparation of the Statement of Educational Conditions in accordance with Generally
Accepted Education Principles; in particular the Statement of Educational Conditions are fairly
presented (or give a true and fair view) in accordance therewith.
• Significant assumptions used by us in making accounting estimates, including those measured at
fair value, are reasonable.
• Related party relationships and transactions have been appropriately accounted for and disclosed in
accordance with the requirements of Generally Accepted Education Principles. ITING
• All events subsequent to the date of the Statement of Educational Conditions and for which
Generally Accepted Education Principles require adjustment or disclosure have been adjusted or
disclosed.
• The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to
the Statement of Educational Conditions as a whole. A list of the uncorrected misstatements is
attached to the representation letter.
• [Any other matters that the auditor may consider appropriate.]
Information Provided
• We have provided you with:
o Access to all information of which we are aware that is relevant to the preparation of the
Statement of Educational Conditions, such as records, documentation and other matters;
o Additional information that you have requested from us for the purpose of the audit; and
o Unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence.
• All transactions have been recorded in the internal and external documents and records and are
reflected in the Statement of Educational Conditions.
• We have disclosed to you the results of our assessment of the risk that the Statement of
Educational Conditions may be materially misstated as a result of fraud. (GAESA 240)
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• We have disclosed to you all information in relation to fraud or suspected fraud that we are aware
of and that affects the entity and involves:
o Management;
o Employees who have significant roles in internal control; or
o Others where the fraud could have a material effect on the Statement of Educational
Conditions.
• We have disclosed to you all information in relation to allegations of fraud, or suspected fraud,
affecting the entity’s Statement of Educational Conditions communicated by employees, former
employees, analysts, regulators or others.
• We have disclosed to you all known instances of non-compliance or suspected non-compliance
with laws and regulations whose effects should be considered when preparing Statement of
Educational Conditions.
• We have disclosed to you the identity of the entity’s related parties and all the related party
relationships and transactions of which we are aware.
(signature)
__________________________
Management

(signature)
__________________________
Management
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GAESA 610
Using the Work of Internal Auditors
Introduction
Relationship between the Internal Audit Function and the External Auditor
The objectives of the internal audit function are determined by management and, where applicable,
governance with different objectives as external audit, but some of the functions may be similar.
The external auditor is solely responsible for the audit opinion, which is not reduced by using the work
of the internal auditor, irrespective of the degree of autonomy and objectivity of the internal audit
function.
Objectives
The objectives of the external auditor, where the entity has an internal audit function that the external
auditor has determined is likely to be relevant to the audit, are:
(a) To determine whether, and to what extent, to use specific work of the internal auditors; and
(b) If using the specific work of the internal auditors, to determine whether that work is adequate for
the purposes of the audit.
DITING
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Internal audit function.― An appraisal activity established or provided as a service to the entity. Its
functions include, amongst other things, examining, evaluating and monitoring the adequacy and
effectiveness of internal control.
(b) Internal auditors.― Those individuals who perform the activities of the internal audit function.
Internal auditors may belong to an internal audit department or equivalent function.
Requirements
Determining Whether and to What Extent to Use the Work of the Internal
Auditors
The external auditor shall determine (a) the internal auditor's adequacy for purposes of the audit, and, if
so, (b) the planned effect of the nature, timing or extent of the external auditor's procedures.
In determining whether the work of the internal auditors is likely to be adequate for purposes of the
audit, the external auditor shall evaluate:
(a) The objectivity of the internal audit function;
(b) The technical competence of the internal auditors;
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(c)
(d)

Whether the work of the internal auditors is likely to be carried out with due professional care;
and
Whether there is likely to be effective communication between the internal auditors and the
external auditor.

The external auditor shall consider in determining the planned effects on the nature, timing and extent of
the internal auditor's work:
(a) The nature and scope of specific work performed, or to be performed, by the internal auditors;
(b) The assessed risks of material misstatement at the assertion level for particular classes of
transactions, account balances, and disclosures; and
(c) The degree of subjectivity involved in the evaluation of the audit evidence gathered by the
internal auditors in support of the relevant assertions.
Using Specific Work of the Internal Auditors
The external auditor shall evaluate and perform audit procedures on specific work of the internal auditor
to determine its adequacy for the external auditor’s purposes.
The external auditor shall evaluate the adequacy of the specific work of the internal auditors for the
external auditor's purposes:
(a) The work was performed by internal auditors having adequate technical training and proficiency;
(b) The work was properly supervised, reviewed and documented;
(c) Adequate audit evidence has been obtained to enable the internal auditors to draw reasonable
conclusions;
(d) Conclusions reached are appropriate in the circumstances and any reports prepared by the
internal auditors are consistent with the results of the work performed; and
(e) Any exceptions or unusual matters disclosed by the internal auditors are properly resolved.
Documentation
The external auditor shall include in the audit documentation the conclusions reached in evaluating the
adequacy of the work of the internal auditors, and the audit procedures performed by the external auditor
on that work.
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GAESA 620
Using the Work of an Expert
Introduction
The Auditor’s Responsibility for the Audit Opinion
The auditor's sole responsibility for the audit opinion expressed is not reduced by the auditor’s use of the
work of an auditor’s expert, although the auditor may accept the expert’s findings or conclusions in the
expert’s field as appropriate audit evidence.
Objectives
The objectives of the auditor are (a) to determine whether to use the work of an auditor’s expert, and (b)
if so, to determine whether that work is adequate for the auditor’s purposes.
AUDITING
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Auditor’s expert.― An individual or organization possessing expertise in a field other than
accounting or auditing, whose work in that field is used by the auditor to assist the auditor in
obtaining Sufficient Appropriate Audit Evidence. An auditor’s expert may be either an auditor’s
internal expert (who is a partner or staff, including temporary staff, of the auditor’s firm or a
network firm), or an auditor’s external expert.
(b) Expertise.― Skills, knowledge and experience in a particular field.
(c) Management’s expert.― An individual or organization possessing expertise in a field other than
accounting or auditing, whose work in that field is used by the entity to assist the entity in
preparing the Statement of Educational Conditions.
Requirements
Determining the Need for an Auditor’s Expert
The auditor shall determine whether to use the work of an auditor, if expertise in a field other than
accounting or auditing is necessary to obtain Sufficient Appropriate Audit Evidence.
Nature, Timing and Extent of Audit Procedures
The auditor shall consider the nature, timing and extent of procedures involving the auditor's expert
including:
(a) The nature of the matter to which that expert’s work relates;
(b) The risks of material misstatement in the matter to which that expert’s work relates;
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(c) The significance of that expert’s work in the context of the audit;
(d) The auditor’s knowledge of and experience with previous work performed by that
expert; and
(e) Whether that expert is subject to the auditor’s firm’s quality control policies and procedures.
The Competence, Capabilities and Objectivity of the Auditor’s Expert
The auditor shall evaluate whether the auditor’s expert has the necessary competence, capabilities and
objectivity for the auditor’s purposes, including an inquiry regarding interests and relationships that may
create a threat [eg, bias] to that expert’s objectivity.
Obtaining an Understanding of the Field of Expertise of the Auditor’s Expert
The auditor shall obtain a sufficient understanding of the field of expertise of the auditor’s expert to
enable the auditor to (a) determine the nature, scope and objectives of the expert's work, and (b) evaluate
the adequacy of the expert's work.
Agreement with the Auditor’s Expert
The auditor shall agree in writing, when appropriate, with the auditor’s expert on the following matters:
(a) nature, scope and objectives of that expert’s work;
(b) respective roles and responsibilities of the auditor and the expert;
(c) nature, timing and extent of communication between the auditor and the expert, including the
form of any report to be provided by the expert, and
(d) confidentiality requirements.
Evaluating the Adequacy of the Auditor’s Expert’s Work
The auditor shall evaluate the adequacy of the auditor’s expert’s work for the auditor’s purposes,
including
(a) relevance and reasonableness of the expert’s findings or conclusions, and their consistency
with other audit evidence;
(b) use of significant assumptions and methods, the relevance and reasonableness of those
assumptions and methods; and
(c) use of source data that is significant to that expert’s work, the relevance, completeness, and
accuracy of that source data.
The auditor shall
(a) agree with the expert on the nature and extent of further work to be performed by the expert, or
(b) perform additional audit procedures appropriate to the circumstances, if the auditor determines
that the work of the auditor’s expert is not adequate for the auditor’s purposes.
Reference to the Auditor’s Expert in the Auditor’s Report
The auditor shall not refer to the work of an auditor’s expert in an auditor’s report containing an
unmodified opinion, and if required indicate in the auditor’s report that the reference does not reduce the
auditor’s responsibility for the auditor’s opinion.
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The auditor shall indicate in the auditor’s report that reference the work of an auditor’s expert in the
auditor’s report ― relevant to an understanding of a modification to the auditor’s opinion ― does not
reduce the auditor’s responsibility for that opinion.
Considerations for Agreement between the Auditor and an Auditor’s External Expert
The following list is illustrative and is not exhaustive; it is intended only to be a guide that may be used
in conjunction with the considerations outlined in this GAESA. Whether to include particular matters in
the agreement depends on the circumstances of the engagement. The list may also be of assistance in
considering the matters to be included in an agreement with an auditor’s internal expert.
Nature, Scope and Objectives of the Auditor’s External Expert’s Work
•

The nature and scope of the procedures to be performed by the auditor’s external
expert.
• The objectives of the auditor’s external expert’s work in the context of materiality and risk
considerations concerning the matter to which the auditor’s external expert’s work relates, and,
when relevant, the GAEP.
• Any relevant technical performance standards or other professional or industry requirements
the auditor’s external expert will follow.
• The assumptions and methods, including models where applicable, the auditor’s external expert
will use, and their authority.
• The effective date of, or when applicable the testing period for, the subject matter of the
auditor’s external expert’s work, and requirements regarding subsequent events.
The Respective Roles and Responsibilities of the Auditor and the Auditor’s External Expert
•
•

Relevant educational standards, and relevant regulatory or legal requirements.
The auditor’s external expert’s consent to the auditor’s intended use of that expert’s report,
including any reference to it, or disclosure of it, to others, for example, reference to it in the
basis for a modified opinion in the auditor’s report, if necessary, or disclosure of it to
management or an audit committee.
• The nature and extent of the auditor’s review of the auditor’s external expert’s work.
• Whether the auditor or the auditor’s external expert will test source data.
• The auditor’s external expert’s access to the entity’s records, files, personnel and
to experts engaged by the entity.
• Procedures for communication between the auditor’s external expert and the
entity.
• The auditor’s and the auditor’s external expert’s access to each other’s working papers.
• Ownership and control of working papers during and after the engagement, including any file
retention requirements.
• The auditor’s external expert’s responsibility to perform work with due skill and care.
• The auditor’s external expert’s competence and capability to perform the work.
• The expectation that the auditor’s external expert will use all knowledge that expert has that is
relevant to the audit or, if not, will inform the auditor.
• Any restriction on the auditor’s external expert’s association with the auditor’s report.
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• Any agreement to inform the auditor’s external expert of the auditor’s
concerning that expert’s work.

conclusions

Communications and Reporting
•

Methods and frequency of communications, including:
o How the auditor’s external expert’s findings or conclusions will be reported (for example,
written report, oral report, ongoing input to the engagement team).
o Identification of specific persons within the engagement team who will liaise with the
auditor’s external expert.
• When the auditor’s external expert will complete the work and report findings or conclusions to
the auditor.
• The auditor’s external expert’s responsibility to communicate promptly any potential delay in
completing the work, and any potential reservation or limitation on that expert’s findings or
conclusions.
• The auditor’s external expert’s responsibility to communicate promptly instances in which the
entity restricts that expert’s access to records, files, personnel or experts engaged by the entity.
• The auditor’s external expert’s responsibility to communicate to the auditor all information that
expert believes may be relevant to the audit, including any changes in circumstances previously
communicated.
• The auditor’s external expert’s responsibility to communicate circumstances that may create
threats to that expert’s objectivity, and any relevant safeguards that may eliminate or reduce such
threats to an acceptable level.
Confidentiality
•

The need for the auditor’s expert to observe confidentiality requirements, including:
o The confidentiality provisions of relevant ethical requirements that apply to the auditor.
o Additional requirements that may be imposed by law or regulation, if any.
o Specific confidentiality provisions requested by the entity, if any.
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GAESA 700
Forming the Opinion
Forming an Opinion and Reporting on Statement of Educational Conditions
Illustrations of Auditors’ Reports on Statement of Educational Conditions
Objectives
The objectives of the auditor are:
(a) To form an opinion on the Statement of Educational Conditions based on an evaluation of the
conclusions drawn from the audit evidence obtained; and
(b) To express clearly that opinion through a written report that also describes the
AUDITING
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) General purpose Statement of Educational Conditions.― Statement of Educational Conditions
prepared in accordance with a general purpose framework.
(b) General purpose framework.― A GAESA reporting framework designed to meet the common
educational information needs of a wide range of users.
(c) Unmodified opinion.― The opinion expressed by the auditor when the auditor concludes that the
Statement of Educational Conditions are prepared, in all material respects, in accordance with the
GAEP. (Paragraphs 35–36 deal with the phrases used to express this opinion in the case of a fair
presentation framework and a compliance framework respectively.)
Reference to “Statement of Educational Conditions” in this GAESA means “a complete set of general
purpose Statement of Educational Conditions, including the related notes.”
Related notes ordinarily comprise a summary of significant educational policies and practices and other
explanatory information.
“Generally Accepted Education Principles” in this GAESA means those issued by the Asian Association
of Schools of Business International.
Requirements
Forming an Opinion on the Statement of Educational Conditions
The auditor shall form an opinion, whether the Statement of Educational Conditions are prepared, in all
material respects, in accordance with the GAEP.
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To form that opinion, the auditor shall conclude whether reasonable assurance has been obtain that the
Statement of Educational Conditions as a whole are free from material misstatement, whether due to
fraud or error. The auditor shall take into account
(a) the auditor's conclusion, whether Sufficient Appropriate Audit Evidence has been obtained,
(b) the auditor’s conclusion whether uncorrected misstatements are material, individually or in
aggregate,.
The auditor shall evaluate whether the Statement of Educational Conditions are prepared, in all
material respects, in accordance with the requirements of the GAEP. This evaluation shall include
consideration of the qualitative aspects of the entity’s accounting practices, including indicators of
possible bias in management’s judgments.
In particular, the auditor shall evaluate whether, in view of the requirements of the GAEP:
(a) The Statement of Educational Conditions adequately disclose the significant educational
and accounting policies and practices, selected and applied;
(b) The educational policies selected and applied are consistent with the GAEP and are
appropriate;
(c) The accounting and reporting standard selected and are consistent with the standard and
are appropriate;
(c) The estimates made by management are reasonable;
(d) The information presented in the Statement of Educational Conditions is relevant, reliable,
comparable, and understandable;
(e) The Statement of Educational Conditions provide adequate disclosures to enable the
intended users to understand the effect of material transactions and events on the
information conveyed in the Statement of Educational Conditions; and
(f) The terminology used in the Statement of Educational Conditions, including the title of
each Statement of Educational Condition, is appropriate.
Form of Opinion
The auditor shall express an unmodified opinion when concluding that the Statement of Educational
Conditions are prepared, in all material respects, in accordance with the GAEP.
The auditor shall modify the opinion in the auditor’s report, if the auditor:
(a) concludes that, based on the audit evidence obtained, the Statement of Educational Conditions as
a whole are not free from material misstatement; or
(b) is unable to obtain Sufficient Appropriate Audit Evidence to conclude that the Statement of
Educational Conditions as a whole are free from material misstatement.
The auditor shall discuss the matter with management if Statement of Educational Conditions prepared
in accordance with the requirements of a fair presentation framework do not achieve fair presentation,
and, depending on the requirements of the GAEP and how the matter is resolved, shall determine
whether it is necessary to modify the opinion in the auditor’s report.
Auditor’s Report
The auditor’s report shall be in writing in hard copy format or an electronic medium.
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Auditor’s Report for Audits Conducted in Accordance with Generally Accepted Educational Standards
on Auditing
Title
The auditor’s report shall have a title that clearly indicates that it is the report of an independent auditor,
for example, “Independent Auditor’s Report”.
Addressee
The auditor’s report shall be addressed as required by the circumstances of the engagement.
Introductory Paragraph
The introductory paragraph in the auditor’s report shall:
(a) Identify the entity whose Statement of Educational Conditions have been audited;
(b) State that the Statement of Educational Conditions have been audited;
(c) Refer to the summary of significant accounting policies and other explanatory information; and
(e) Specify the date or period covered by each Statement of Educational Condition
comprising the Statement of Educational Conditions.
Management’s Responsibility for the Statement of Educational Conditions
The auditor’s report shall use the term for those that in the organization who are responsible for the
preparation of the Statement of Educational Conditions that is appropriate in the context of the legal
framework in the particular jurisdiction, which does not need to be "management". In some instances,
the appropriate reference may be to those charged with governance.
AUDITING
The auditor’s report shall include a section with the heading “Management’s [or other appropriate term]
Responsibility for the Statement of Educational Conditions.”
The auditor’s report shall describe management’s responsibility for the preparation of the Statement of
Educational Conditions. The description shall include an explanation that management is responsible for
the preparation of the Statement of Educational Conditions in accordance with the GAEP, and for such
internal control as it determines is necessary to enable the preparation of Statement of Educational
Conditions that are free from material misstatement, whether due to fraud or error.
The explanation of management’s responsibility for the Statement of Educational Conditions prepared in
accordance with a fair presentation framework shall refer in the auditor's report to
 “the preparation and fair presentation of these Statement of Educational Conditions” or
 "the preparation of Statement of Educational Conditions that give a true and fair view,” as
appropriate in the circumstances.
Auditor’s Responsibility
The auditor’s report shall include a section with the heading “Auditor’s Responsibility.”
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The auditor’s report shall state that the responsibility of the auditor is to express an opinion on the
Statement of Educational Conditions based on the audit.
The auditor’s report shall state that the audit was conducted in accordance with Generally Accepted
Educational Standards on Auditing (GAESA).
The auditor’s report shall also explain that those standards require that the auditor comply with ethical
requirements and that the auditor plan and perform the audit to obtain reasonable assurance about
whether the Statement of Educational Conditions are free from material misstatement.
The auditor’s report shall describe an audit by stating that:
(a) An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Statement of Educational Conditions;
(b) The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the Statement of Educational Conditions, whether due to fraud or
error.
(c) In making those risk assessments referred to in (b) above, the auditor considers internal control
relevant to the entity’s preparation of the Statement of Educational Conditions in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. In circumstances when the
auditor also has a responsibility to express an opinion on the effectiveness of internal control in
conjunction with the audit of the Statement of Educational Conditions, the auditor shall omit the
phrase that the auditor’s consideration of internal control is not for the purpose of expressing an
opinion on the effectiveness of internal control; and
(c) An audit also includes evaluating the appropriateness of the educational policies and practices
policies used, and whether the educational policies and practices used are in accordance with
GAEP, and the reasonableness of estimates including accounting estimates made by
management, as well as the overall presentation of the Statement of Educational Conditions.
The auditor’s report shall state whether the auditor believes that the audit evidence the auditor has
obtained is sufficient and appropriate to provide a basis for the auditor’s opinion.
Auditor’s Opinion
The auditor’s report shall include a section with the heading “Opinion.”The auditor's opinion shall use,
when expressing an unmodified opinion on fair presentation framework Statement of Educational
Conditions, one of the following phrases, which are regarded as being equivalent, unless otherwise
required by law or regulation:
(a) The Statement of Educational Conditions present fairly, in all material respects, … in
accordance with GAEP; or
(b) The Statement of Educational Conditions give a true and fair view of … in accordance with
GAEP.
Other Reporting Responsibilities
Other reporting responsibilities shall be addressed in a separate section in the auditor’s report, that shall
be subtitled “Report on Other Legal and Regulatory Requirements,” or otherwise as appropriate to the
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content of the section, if the auditor addresses other reporting responsibilities in the auditor’s report on
the Statement of Educational Conditions that are in addition to the auditor’s responsibility under the
GAESA to report on the Statement of Educational Conditions.
The auditor’s report that contains a separate section on other reporting responsibilities, the headings,
statements and explanations shall be under the sub-title “Report on the Statement of Educational
Conditions.” The “Report on Other Legal and Regulatory Requirements” shall follow the “Report on the
Statement of Educational Conditions.”
Signature of the Auditor
The auditor’s report shall be signed.
Date of the Auditor’s Report
The auditor’s report shall be dated no earlier than the date on which the auditor has obtained Sufficient
Appropriate Audit Evidence on which to base the auditor’s opinion on the Statement of Educational
Conditions, including evidence that:
(a) All the statements that comprise the Statement of Educational Conditions, including the related
notes, have been prepared; and
(b) Those with the recognized authority have asserted that they have taken responsibility for those
Statement of Educational Conditions.
Auditor’s Address
The auditor’s report shall name the location in the jurisdiction where the auditor practices.
Supplementary Information Presented with the Statement of Educational Conditions
The auditor's opinion shall cover supplementary information that is not required by the GAEP but is
nevertheless an integral part of the Statement of Educational Conditions because it cannot be clearly
differentiated from the audited financial statements due to its nature and how it is presented.
Illustration 1
Illustrations of Auditors’ Unmodified Report on Statement of Educational Conditions
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Statement of Educational Conditions
We have audited the accompanying Statement of Educational Conditions of ABC School of
Business as at July 31, 20X1, for the year then ended, and a summary of significant educational
policies, practices and other explanatory information.
Management’s Responsibility for the Statement of Educational Conditions
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Management is responsible for the preparation and fair presentation of this Statement of
Educational Conditions in accordance with Generally Accepted Education Principles, and for such
internal control as management determines is necessary to enable the preparation of Statement of
Educational Conditions that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this Statement of Educational Conditions based on
our audit. We conducted our audit in accordance with Generally Accepted Educational Standards
on Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the Statement of Educational
Conditions is free from material misstatement.
AUDITING
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Statement of Educational Conditions. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
Statement of Educational Conditions, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the Statement of Educational Conditions in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of educational policies and practices, and whether these educational policies and practices are in
accordance with Generally Accepted Education Principles, including accounting policies used, and
the reasonableness of estimates made by management, as well as evaluating the overall
presentation of the Statement of Educational Conditions. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the Statement of Educational Conditions of ABC School of Business present fairly,
in all material respects, (or give a true and fair view of) the educational conditions of ABC School
of Business as at July 31, 20X1, and (of) its results of operation, including financial performance,
for the year then ended in accordance with Generally Accepted Education Principles promulgated
by the Asian Association of Schools of Business International.
Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary depending on the nature
of the auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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GAESA 705
Modifications to the Opinion
Modifications to the Opinion in the Independent Auditor's Report
Introduction
Types of Modified Opinions
The decision regarding which type of modified opinion is appropriate depends upon:
(a) The point that turns the issue giving rise to the modification goes to question of (i) whether the
Statement of Educational Conditions are materially misstated or, (ii) in the case of an inability to
obtain Sufficient Appropriate Audit Evidence, may be materially misstated; and
(b) The auditor’s judgment about the pervasiveness of the effects or possible effects on the fairness of
presentation of the Statement of Educational Conditions.
Types of Modified Opinions
The table below illustrates how the auditor’s judgment about the nature of the matter giving rise to the
modification, and the pervasiveness of its effects or possible effects on the Statement of Educational
Conditions, affects the type of opinion to be expressed.

Objective

The objective of the auditor is to express clearly an appropriately modified opinion on the Statement of
Educational Conditions when
(a) the auditor concludes, based on the audit evidence obtained, that the Statement of Educational
Conditions as a whole are not free from material misstatement, or
(b) the auditor is unable to obtain Sufficient Appropriate Audit Evidence to conclude that the
Statement of Educational Conditions as a whole are free from material misstatement.
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Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a)

Pervasive.― A term used, in the context of misstatements, to describe the effects on the
Statement of Educational Conditions of misstatements, or the possible effects on the Statement
of Educational Conditions of misstatements, if any, that are undetected due to an inability to
obtain Sufficient Appropriate Audit Evidence.
Pervasive effects on the Statement of Educational Conditions are those that, in the auditor’s
judgment:
(i) Are not confined to specific categories, elements or items of conditions of the Statement
of Educational Conditions;
(ii) If so confined, represent or could represent a substantial proportion of the Statement of
Educational Conditions; or
(iii) In relation to disclosures, are fundamental to users’ understanding of the Statement of
Educational Conditions.

(b)

Modified opinion.― A qualified opinion, an adverse opinion or a disclaimer of opinion.

Requirements
Circumstances When a Modification to the Auditor’s Opinion Is Required
The auditor shall modify the opinion in the auditor’s report when:
(a) The auditor concludes that, based on the audit evidence obtained, the Statement of Educational
Conditions as a whole are not free from material misstatement; or (Ref: Para. A2–A7)
(b) The auditor is unable to obtain Sufficient Appropriate Audit Evidence to conclude that the
Statement of Educational Conditions as a whole are free from material misstatement.
Qualified Opinion
The auditor shall express a qualified opinion when:
(a) The auditor, having obtained Sufficient Appropriate Audit Evidence concludes that
misstatements, individually or in the aggregate, are material, but not pervasive, to the Statement
of Educational Conditions; or
(b) The auditor is unable to obtain Sufficient Appropriate Audit Evidence on which to base the
opinion, but the auditor concludes that the possible effects on the Statement of Educational
Conditions of undetected misstatements, if any could be material but not pervasive.
Adverse Opinion
The auditor shall express an adverse opinion when the auditor, having obtained Sufficient Appropriate
Audit Evidence, concludes that misstatements, individually or in the aggregate, are both material and
pervasive to the Statement of Educational Conditions.
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Disclaimer of Opinion
The auditor shall disclaim an opinion when the auditor is unable to obtain Sufficient Appropriate Audit
Evidence on which to base the opinion, and the auditor concludes that the possible effects on the
Statement of Educational Conditions of undetected misstatements, if any, could be both material and
pervasive.
The auditor shall disclaim an opinion when, in extremely rare circumstances involving multiple
uncertainties, the auditor concludes that, notwithstanding having obtained Sufficient Appropriate Audit
Evidence regarding each of the individual uncertainties, it is not possible to form an opinion on the
Statement of Educational Conditions due to the potential interaction of the uncertainties and their
possible cumulative effect on the Statement of Educational Conditions.
Consequence of an Inability to Obtain Sufficient Appropriate Audit Evidence Due to
a Management-Imposed Limitation after the Auditor Has Accepted the Engagement
The auditor shall request that management remove the limitation imposed by management on the scope
of the audit that the auditor has become aware of after accepting the engagement, and that the auditor
considers likely to result in the need to express a qualified opinion or to disclaim an opinion on the
Statement of Educational Conditions.
The auditor shall communicate the matter to non-executive governance, if management refuses to
remove the limitation referred to in the preceding paragraph, and determine whether it is possible to
perform alternative procedures to obtain Sufficient Appropriate Audit Evidence.
If the auditor is unable to obtain Sufficient Appropriate Audit Evidence, the auditor shall determine the
implications as follows:
(a) If the auditor concludes that the possible effects on the Statement of Educational Conditions of
undetected misstatements, if any, could be material but not pervasive, the auditor shall qualify the
opinion; or
(b) If the auditor concludes that the possible effects on the Statement of Educational Conditions of
undetected misstatements, if any, could be both material and pervasive so that a qualification of
the opinion would be inadequate to communicate the gravity of the situation, the auditor shall:
(i) Withdraw from the audit, where practicable and possible under applicable law or
regulation; or
(ii) If withdrawal from the audit before issuing the auditor’s report is not practicable or
possible, disclaim an opinion on the Statement of Educational Conditions.
AUDITING
If the auditor withdraws, the auditor shall communicate to those charged with governance any matters
regarding misstatements identified during the audit that would have given rise to a modification of the
opinion.
Other Considerations Relating to an Adverse Opinion or Disclaimer of Opinion
When the auditor considers it necessary to express an adverse opinion or disclaim an opinion on the
Statement of Educational Conditions as a whole, the auditor’s report shall not also include an
unmodified opinion with respect to the same GAESA reporting framework on a single Statement of

129

Asian Association of Schools of Business International

Educational Condition or one or more specific elements, accounts or items of a Statement of Educational
Condition. To include such an unmodified opinion in the same report in these circumstances would
contradict the auditor’s adverse opinion or disclaimer of opinion on the Statement of Educational
Conditions as a whole.
Form and Content of the Auditor’s Report When the Opinion Is Modified
Basis for Modification Paragraph
When the auditor modifies the opinion on the Statement of Educational Conditions, the auditor shall, in
addition to the specific elements, include a paragraph in the auditor’s report that provides a description
of the matter giving rise to the modification. The auditor shall place this paragraph immediately before
the opinion paragraph in the auditor’s report and use the heading “Basis for Qualified Opinion,” “Basis
for Adverse Opinion,” or “Basis for Disclaimer of Opinion,” as appropriate.
If there is a material misstatement of the Statement of Educational Conditions that relates to specific
conditions, including but not limited to numbers, indexes, ratios or amounts in the Statement of
Educational Conditions (including qualitative and quantitative disclosures), the auditor shall include in
the basis for modification paragraph a description and quantification of the educational and financial
effects of the misstatement, if practical. If it is not practicable to qualify or quantify the financial effects,
the auditor shall so state with reasons in the basis for modification paragraph.
If there is a material misstatement of the Statement of Educational Conditions that relates to narrative
disclosures, the auditor shall include in the basis for modification paragraph an explanation of how the
disclosures are misstated.
If there is a material misstatement of the Statement of Educational Conditions that relates to the nondisclosure of information required to be disclosed, the auditor shall:
(a) Discuss the non-disclosure with those charged with governance;
(b) Describe in the basis for modification paragraph the nature of the omitted information; and
(c) Include the omitted disclosures, provided it is practicable to do so and the auditor has obtained
Sufficient Appropriate Audit Evidence about the omitted information.
If the modification results from an inability to obtain sufficient appropriate audit evidence, the auditor
shall include in the basis for modification paragraph the reasons for that inability.
Even if the auditor has expressed an adverse opinion or disclaimed an opinion on the Statement of
Educational Conditions, the auditor shall describe in the basis for modification paragraph the reasons for
any other matters of which the auditor is aware that would have required a modification to the opinion,
and the effects thereof.
Opinion Paragraph
When the auditor modifies the audit opinion, the auditor shall use the heading “Qualified Opinion,”
“Adverse Opinion,” or “Disclaimer of Opinion,” as appropriate, for the opinion paragraph.
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The auditor shall state in the opinion paragraph, when expressing a qualified opinion due to a material
misstatement in the Statement of Educational Conditions, that, in the auditor’s opinion, except for the
effects of the matter(s) described in the Basis for Qualified Opinion paragraph


the Statement of Educational Conditions present fairly, in all material respects (or give a true
and fair view) in accordance with the GAEP.

When the modification arises from an inability to obtain Sufficient Appropriate Audit Evidence, the
auditor shall use the corresponding phrase “except for the possible effects of the matter(s) ...” for the
modified opinion.
The audit shall state in the opinion paragraph, when expressing an adverse opinion, that, in the auditor’s
opinion, because of the significance of the matter(s) described in the Basis for Adverse Opinion
paragraph
 the Statement of Educational Conditions do not present fairly (or give a true and fair view) in
accordance with the GAEP.
The auditor shall state in the opinion paragraph, when disclaiming an opinion due to an inability to
obtain Sufficient Appropriate Audit Evidence that:
(a) Because of the significance of the matter(s) described in the Basis for Disclaimer of Opinion
paragraph, the auditor has not been able to obtain Sufficient Appropriate Audit Evidence to
provide a basis for an audit opinion; and, accordingly,
(b) The auditor does not express an opinion on the Statement of Educational Conditions.
Description of Auditor’s Responsibility When the Auditor Expresses a Qualified or Adverse Opinion
The auditor shall amend the description of the auditor’s responsibility, when expressing a qualified or
adverse opinion, to state that the auditor believes that the audit evidence obtained is sufficient and
appropriate to provide a basis for the auditor’s modified audit opinion. (GAESA 705, 26)
Description of Auditor’s Responsibility When the Auditor Disclaims an Opinion
The auditor shall amend the introductory paragraph of the auditor’s report to state that the auditor was
engaged to audit the Statement of Educational Conditions, when the auditor disclaims an opinion due to
an inability to obtain Sufficient Appropriate Audit Evidence, and also amend the description of the
auditor’s responsibility and the description of the scope of the audit to state only the following:
“Our responsibility is to express an opinion on the Statement of Educational Conditions based on
conducting the audit in accordance with Generally Accepted Educational Standards on Auditing.
Because of the matter(s) described in the Basis for Disclaimer of Opinion paragraph, however, we
were not able to obtain Sufficient Appropriate Audit Evidence to provide a basis for an audit
opinion.”
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Communication with Those Charged with Governance
The auditor shall communicate with governance the circumstances that led to the expected modification
and the proposed wording of the modification, when the auditor expects to modify the opinion in the
auditor’s report.
Illustrations of Auditors’ Reports with Modifications to the
Opinion
• Illustration 2: An auditor’s report containing a qualified opinion due to a material misstatement of the
Statement of Educational Conditions.
• Illustration 3: An auditor’s report containing an adverse opinion due to a material misstatement of the
Statement of Educational Conditions.
• Illustration 4: An auditor’s report containing a qualified opinion due to the auditor’s inability to obtain
Sufficient Appropriate Audit Evidence.
• Illustration 5: An auditor’s report containing a disclaimer of opinion due to the auditor’s inability to
obtain Sufficient Appropriate Audit Evidence about a single element of the Statement of Educational
Conditions.
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Illustration 2: An auditor’s report containing a qualified opinion due to a material
misstatement of the Statement of Educational Conditions.
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Statement of Educational Conditions
We have audited the accompanying Statement of Educational Conditions of ABC School of
Business as at July 31, 20X1, for the year then ended, and a summary of significant educational
policies, practices and other explanatory information.
Management’s Responsibility for the Statement of Educational Conditions
Management is responsible for the preparation and fair presentation of this Statement of Educational
Conditions in accordance with Generally Accepted Education Principles, and for such internal
control as management determines is necessary to enable the preparation of Statement of
Educational Conditions that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this Statement of Educational Conditions based on our
audit. We conducted our audit in accordance with Generally Accepted Educational Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the Statement of Educational Conditions is
free from material misstatement.
AUDITING
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the Statement of Educational Conditions. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the Statement of
Educational Conditions, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the Statement
of Educational Conditions in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of educational policies and
practices, and whether these educational policies and practices are in accordance with Generally
Accepted Education Principles, including accounting policies used, and the reasonableness of
estimates made by management, as well as evaluating the overall presentation of the Statement of
Educational Conditions. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
Basis for Qualified Opinion
The Faculty Association has presented that the required course load at the School of Business
exceeds three courses per semester, or six courses in the academic year, because of a shortage of
faculty members in violation of GAEP with no attempts on the part of the School’s management
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taken bring the Schools within GAEP. The Faculty Association states that the average course load is
4½ courses without any award of overtime. Moreover, the Faculty Association states that certain
faculty members have been dismissed for their criticism of management’s disrespect of generally
accepted educational principles.
Qualified Opinion
In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the Statement of Educational Conditions of ABC Schools of Business present
fairly, in all material respects, (or give a true and fair view of) the educational conditions of ABC
School of Business as at July 31, 20X1, and (of) its results of operation, including financial
performance, for the year then ended in accordance with Generally Accepted Education Principles
promulgated by the Asian Association of Schools of Business International.
DITING
Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary depending on the nature of the
auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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Illustration 3: An auditor’s report containing an adverse opinion due to a material
misstatement of the Statement of Educational Conditions.
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Statement of Educational Conditions
We have audited the accompanying Statement of Educational Conditions of ABC School of
Business as at July 31, 20X1, for the year then ended, and a summary of significant educational
policies, practices and other explanatory information.
Management’s Responsibility for the Statement of Educational Conditions
Management is responsible for the preparation and fair presentation of this Statement of Educational
Conditions in accordance with Generally Accepted Education Principles, and for such internal
control as management determines is necessary to enable the preparation of Statement of
Educational Conditions that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this Statement of Educational Conditions based on our
audit. We conducted our audit in accordance with Generally Accepted Educational Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the Statement of Educational Conditions is
free from material misstatement.
AUDITING
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the Statement of Educational Conditions. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the Statement of
Educational Conditions, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the Statement
of Educational Conditions in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of educational policies and
practices, and whether these educational policies and practices are in accordance with Generally
Accepted Education Principles, including accounting policies used, and the reasonableness of
estimates made by management, as well as evaluating the overall presentation of the Statement of
Educational Conditions. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
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Basis for Adverse Opinion
As explained in Note X, the School of Business’s educational licenses from the Ministry of
Education has been suspended on September 1, 20XX [in previous year] on grounds that the School
of Business undergraduate curriculum for accounting programs is deemed to be inadequate, and at
the graduate level that all master’s programs fail to comply with Departmental regulations requiring
the preparation of master’s thesis with the public being invited to the defense. The School of
Business is resisting the Ministry of Education’s demands and has commenced legal action, lost at
Federal Court of first instance and has filed an appeal to the Federal Court of Appeal. Under
Generally Accepted Education Principles, the School should be in possession of all of the required
licenses of its jurisdiction at all times, and if suspended, that suspension should be seen as temporary
while the School makes all possible efforts to comply which does not appear the case in the present
situation as positions on both sides appear to have hardened, and there is a reasonable expectation
that the Schools educational license will be withdrawn putting the entity’s position as a going
concern in doubt.
Adverse Opinion
In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion
paragraph, the Statement of Educational Conditions do not present fairly, in all material respects, (or
do no give a true and fair view of) the educational conditions of ABC School of Business as at July
31, 20X1, and (of) its results of operation, including financial performance, for the year then ended
in accordance with Generally Accepted Education Principles promulgated by the Asian Association
of Schools of Business International.
Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary depending on the
nature of the auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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Illustration 4: An auditor’s report containing a qualified opinion due to the
auditor’s inability to obtain Sufficient Appropriate Audit Evidence.
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Statement of Educational Conditions
We have audited the accompanying Statement of Educational Conditions of ABC School of
Business as at July 31, 20X1, for the year then ended, and a summary of significant educational
policies, practices and other explanatory information.
Management’s Responsibility for the Statement of Educational Conditions
Management is responsible for the preparation and fair presentation of this Statement of Educational
Conditions in accordance with Generally Accepted Education Principles, and for such internal
control as management determines is necessary to enable the preparation of Statement of
Educational Conditions that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this Statement of Educational Conditions based on our
audit. We conducted our audit in accordance with Generally Accepted Educational Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the Statement of Educational Conditions is
free from material misstatement.
AUDITING
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the Statement of Educational Conditions. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the Statement of
Educational Conditions, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the Statement
of Educational Conditions in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of educational policies and
practices, and whether these educational policies and practices are in accordance with Generally
Accepted Education Principles, including accounting policies used, and the reasonableness of
estimates made by management, as well as evaluating the overall presentation of the Statement of
Educational Conditions. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
Basis for Qualified Opinion
ABC School of Business’s investment in XYZ School of Business, a foreign associate acquired
during the year and accounted for by the equity method, is carried at xxx on the statement of
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financial position as at July 31, 20X1, and ABC’s share of XYZ’s net income of xxx is included in
ABC’s income for the year then ended. We were unable to obtain Sufficient Appropriate Audit
Evidence about the carrying amount of ABC’s investment in XYZ as at July 31, 20X1 and ABC’s
share of XYZ’s net income for the year because we were denied access to the financial information,
management, and the auditors of XYZ. Consequently, we were unable to determine whether any
adjustments to these amounts were necessary.
Qualified Opinion
In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the Statement of Educational Conditions of ABC Schools of Business present
fairly, in all material respects, (or give a true and fair view of) the educational conditions of ABC
School of Business as at July 31, 20X1, and (of) its results of operation, including financial
performance, for the year then ended in accordance with Generally Accepted Education Principles
promulgated by the Asian Association of Schools of Business International.
Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary depending on the nature of the
auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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Illustration 5: An auditor’s report containing a disclaimer of opinion due to the auditor’s inability
to obtain Sufficient Appropriate Audit Evidence about a single element of the Statement of
Educational Conditions.
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Statement of Educational Conditions
We have audited the accompanying Statement of Educational Conditions of ABC School of
Business as at July 31, 20X1, for the year then ended, and a summary of significant educational
policies, practices and other explanatory information.
Management’s Responsibility for the Statement of Educational Conditions
Management is responsible for the preparation and fair presentation of this Statement of Educational
Conditions in accordance with Generally Accepted Education Principles, and for such internal
control as management determines is necessary to enable the preparation of Statement of
Educational Conditions that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this Statement of Educational Conditions based on our
audit in accordance with Generally Accepted Educational Standards on Auditing. Because of the
matter described in the Basis for Disclaimer of Opinion paragraph, however, we were not able to
obtain Sufficient Appropriate Audit Evidence to provide a basis for an audit opinion.
AUDITING
Basis for Disclaimer of Opinion
The School of Business’s investment in its joint venture XYZ (Country X) School of Business is
carried at xxx on the School of Business’s statement of financial position, which represents over
90% of the School of Business’s net assets as at July 31, 20X1. We were not allowed access to the
management and the auditors of XYZ, including XYZ’s auditors’ audit documentation. As a result,
we were unable to determine whether any adjustments were necessary in respect of the School of
Business’s proportional share of XYZ’s assets that it controls jointly, its proportional share of
XYZ’s liabilities for which it is jointly responsible, its proportional share of XYZ’s income and
expenses for the year, and the elements making up cash flow and net assets (equity).
Disclaimer of Opinion
Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph
above, we have not been able to obtain Sufficient Appropriate Audit Evidence to provide a basis for
an audit opinion. Accordingly, we do not express an opinion on the Statement of Educational
Conditions.
Report on Other Legal and Regulatory Requirements
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[Form and content of this section of the auditor’s report will vary depending on the nature of the
auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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GAESA 706
Emphasis of Matter Paragraphs
Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor's Report
Objective
The objective of the auditor who has formed an opinion on the Statement of Educational Conditions is to
draw users’ attention by way of clear additional communication in the auditor’s report
(a) to a matter, although appropriately presented or disclosed in the Statement of Educational
Conditions, that is of such importance that it is fundamental to users’ understanding of the
Statement of Educational Conditions; or
(b) as appropriate, any other matter that is relevant to users’ understanding of the audit, the auditor’s
responsibilities or the auditor’s report.
Definitions
For purposes of the GAESA, the following terms have the meanings attributed below:
(a) Emphasis of Matter paragraph.― A paragraph included in the auditor’s report that refers to a
matter appropriately presented or disclosed in the Statement of Educational Conditions that, in the
auditor’s judgment, is of such importance that it is fundamental to users’ understanding of the
Statement of Educational Conditions.
(b) Other Matter paragraph.― A paragraph included in the auditor’s report that refers to a matter
other than those presented or disclosed in the Statement of Educational Conditions that, in the
auditor’s judgment, is relevant to users’ understanding of the audit, the auditor’s responsibilities or
the auditor’s report.
Requirements
Emphasis of Matter Paragraphs in the Auditor’s Report
The auditor shall include an Emphasis of Matter paragraph in the auditor’s report, provided the auditor
has obtained Sufficient Appropriate Audit Evidence that the matter is not materially misstated in the
Statement of Educational Conditions, if the auditor considers it necessary to draw users’ attention to a
matter presented or disclosed in the Statement of Educational Conditions that, in the auditor’s judgment,
is of such importance that it is fundamental to users’ understanding of the Statement of Educational
Conditions,. Such a paragraph shall refer only to information presented or disclosed in the Statement of
Educational Conditions.
Circumstances in Which an Emphasis of Matter Paragraph May Be Necessary
Examples of circumstances where the auditor may consider it necessary to include an Emphasis of
Matter paragraph are:
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• An uncertainty relating to the future outcome of exceptional litigation or regulatory action.
• Early application (where permitted) of a new accounting standard (for example, a new
International Financial Reporting Standard) that has a pervasive effect on the Statement of
Educational Conditions in advance of its effective date.
• A major catastrophe that has had, or continues to have, a significant effect on the entity’s
financial position.
A regular use of Emphasis of Matter paragraphs may diminish the effectiveness of the auditor’s
communication of such matters. In other words, to include more information in an Emphasis of Matter
paragraph than is presented or disclosed in the Statement of Educational Conditions may imply that the
matter has not been appropriately presented or disclosed; therefore, the use of an Emphasis of Matter
paragraph should be limited to matters presented or disclosed in the Statement of Educational
Conditions.
The auditor shall, when including an Emphasis of Matter paragraph in the auditor’s Report,
(a) include the Emphasis Matter paragraph immediately after the Opinion paragraph in the
auditor’s report;
(b) use the heading “Emphasis of Matter,” or other appropriate heading;
(c) include in the paragraph a clear reference to the matter being emphasized and to where relevant
disclosures that fully describe the matter can be found in the Statement of Educational
Conditions; and
(d) indicate that the auditor’s opinion is not modified in respect of the matter emphasized.
Other Matter Paragraphs in the Auditor’s Report
The auditor shall communicate a matter other than those that are presented or disclosed in the Statement
of Educational Conditions that, in the auditor’s judgment, is relevant to users’ understanding of the
audit, the auditor’s responsibilities or the auditor’s report and this is not prohibited by law or regulation,
in a paragraph in the auditor’s report, with the heading “Other Matter,” or other appropriate heading, if
the auditor considers it necessary to do so.
The auditor shall include this "Other Matter" paragraph immediately after the Opinion paragraph and
any Emphasis of Matter paragraph, or elsewhere in the auditor’s report if the content of the Other Matter
paragraph is relevant to the Other Reporting Responsibilities section.
AUDITING
Communication with Those Charged with Governance
The auditor shall communicate with governance regarding this expectation and the proposed wording of
this paragraph, if the auditor expects to include an Emphasis of Matter or an Other Matter paragraph in
the auditor’s report.
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Appendix
To Emphasis of Matter Paragraph
Illustration 6
INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Report on the Statement of Educational Conditions
We have audited the accompanying Statement of Educational Conditions of ABC School of
Business as at July 31, 20X1, for the year then ended, and a summary of significant educational
policies, practices and other explanatory information.
Management’s Responsibility for the Statement of Educational Conditions
Management is responsible for the preparation and fair presentation of this Statement of Educational
Conditions in accordance with Generally Accepted Education Principles, and for such internal
control as management determines is necessary to enable the preparation of Statement of
Educational Conditions that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on this Statement of Educational Conditions based on our
audit. We conducted our audit in accordance with Generally Accepted Educational Standards on
Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the Statement of Educational Conditions is
free from material misstatement.
AUDITING
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the Statement of Educational Conditions. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the Statement of
Educational Conditions, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the Statement
of Educational Conditions in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of educational policies and
practices, and whether these educational policies and practices are in accordance with Generally
Accepted Education Principles, including accounting policies used, and the reasonableness of
estimates made by management, as well as evaluating the overall presentation of the Statement of
Educational Conditions. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.
Basis for Qualified Opinion
The School of Business’s short-term marketable securities are carried in the statement of financial
position at xxx. Management has not marked these securities to market but has instead stated them at
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cost, which constitutes a departure from Generally Accepted Education Principles. The School of
Business’s records indicate that had management marked the marketable securities to market, the
School of Business would have recognized an unrealized loss of xxx in the statement of income for
the year. The carrying amount of the securities in the statement of financial position would have
been reduced by the same amount at July 31, 20X1, and income tax, net income and net assets
(equity) would have been reduced by xxx, xxx and xxx, respectively.
Qualified Opinion
In our opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the Statement of Educational Conditions of ABC Schools of Business present
fairly, in all material respects, (or give a true and fair view of) the educational conditions of ABC
School of Business as at July 31, 20X1, and (of) its results of operation, including financial
performance, for the year then ended in accordance with Generally Accepted Education Principles
promulgated by the Asian Association of Schools of Business International.
Emphasis of Matter
We draw attention to Note X to the Statement of Educational Conditions which describes the
Uncertainty related to the outcome of the lawsuit filed against the School of Business by XYZ
School of Business. Our opinion is not qualified in respect of this matter.
Report on Other Legal and Regulatory Requirements
[Form and content of this section of the auditor’s report will vary depending on the nature of the
auditor’s other reporting responsibilities.]
[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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GAESA 720
Other Information
The Auditor's Responsibilities Relating to Other Information in Documents Containing Audited
Statement of Educational Conditions
Objective
The objective of the auditor is to prevent undermining the credibility of the Statement of Educational
Conditions and the auditor’s report by responding appropriately when documents containing audited
Statement of Educational Conditions and the auditor’s report thereon include other information.
Definitions
For purposes of the GAESA the following terms have the meanings attributed below:
(a)

Other information.― Educational, financial and non-financial information (other than the
Statement of Educational Conditions and the auditor’s report thereon) which is included, either
by law, regulation or custom, in a document containing audited Statement of Educational
Conditions and the auditor’s report thereon.

(b)

Inconsistency.― Other information that contradicts information contained in the audited
Statement of Educational Conditions. A material inconsistency may raise doubt about the audit
conclusions drawn from audit evidence previously obtained and, possibly, about the basis for
the auditor’s opinion on the Statement of Educational Conditions.

(c)

Misstatement of fact.― Other information that is unrelated to matters appearing in the audited
Statement of Educational Conditions that is incorrectly stated or presented. A material
misstatement of fact may undermine the credibility of the document containing audited
Statement of Educational Conditions.

Requirements
Reading Other Information
The auditor shall read the other information to identify material inconsistencies, if any, with the audited
Statement of Educational Conditions.
The auditor shall make appropriate arrangements with management or governance to obtain the other
information prior to the date of the auditor’s report and read it as soon as practicable.
Material Inconsistencies
The auditor shall determine whether the audited Statement of Educational Conditions or the other
information needs to be revised, if, on reading the other information, the auditor identifies a material
inconsistency.
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Material Inconsistencies Identified in Other Information Obtained Prior to the Date
of the Auditor’s Report
The auditor shall modify the opinion in the auditor’s report in accordance with GAESA, “Modifications
to the Opinion in the Independent Auditor’s Report”, if revision of the audited Statement of Educational
Conditions is necessary and management refuses to make the revision.
The auditor shall communicate with non-executive governance, if revision of the other information is
necessary and management refuses to make the revision (GAESA, “Communication with Those
Charged with Governance”; and
(a) include in the auditor’s report an Other Matter paragraph describing the material inconsistency
in accordance with GAESA, “Emphasis of Matter Paragraphs and Other Matter Paragraphs in
the Independent Auditor’s Report,”
(b) withhold the auditor’s report; or DITING
(c) withdraw from the engagement.
Material Inconsistencies Identified in Other Information Obtained Subsequent to the
Date of the Auditor’s Report
The auditor shall follow the relevant requirements in GAESA 560, “Subsequent Events,” paragraphs 10–
17, if revision of the audited Statement of Educational Conditions is necessary. (GAESA 720, 11)
The auditor shall carry out the procedures necessary under the circumstances, if revision of the other
information is necessary and management agrees to make the revision . (GAESA 720, 12, A8 below)
The auditor shall notify non-executive governance of the auditor’s concern regarding the other
information and take any further appropriate action, if revision of the other information is necessary, but
management refuses to make the revision. (GAESA 720, 13, A9)
Material Misstatements of Fact
The auditor shall discuss the matter with management., if, on reading the other information for the
purpose of identifying material inconsistencies, the auditor becomes aware of an apparent material
misstatement of fact.
The auditor shall request management to consult with a qualified third party such as the entity’s legal
counsel, if, following discussions with management the auditor still considers that there is an apparent
material misstatement of fact, and consider the advice received.
If the auditor concludes that there is a material misstatement of fact in the other information which
management refuses to correct, the auditor shall notify non-executive governance of the auditor’s
concern regarding the other information and take any further appropriate action including legal advice
from the auditor's legal counsel.
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GAESA 730
Types of Prospective Information & Their Uses
Definition of Prospective Statement of Educational Conditions
Prospective Statement of Educational Conditions. ― Prospective Statement of Educational Conditions
are either (1) forecasts, or (2) projections, that include significant assumptions and application policies.
Definition of forecast. ― A forecast is defined as a prospective Statement of Educational Condition that
presents, to the best of the responsible party's knowledge and belief, the entity's expected (future)
education condition and financial position based on the entity’s reasonably objective basis for
assumptions of expected conditions to exist and its expected course of action. A forecast is based on
contractual conditions, facilities and programs that are currently in existence, including contractual
conditions expected to be perfected, programs authorized and expected to be implemented, and facilities
under construction and expected to be completed, within the forecast period.
Projection. ― A projection is defined as prospective Statement of Educational Condition that presents,
to the best of the responsible party's knowledge and belief, the entity's educational condition and
financial position as in the question, "What would happen if…?" A projection(s) and/or partial
presentation(s) may NOT be distributed to outside parties who will not negotiate directly with the entity
("responsible party").
General use. ― The use by persons with whom the entity (the "responsible party") is not negotiating
directly. (AAG-PRO 3.12)
Limited use. ― The use by the entity ("responsible party") alone, or by a person(s) with whom the entity
is negotiating directly, eg bank for obtain a loan.
Definition of hypothetical assumption
A hypothetical assumption is used in a projection to present a condition and/or course of action that is
not necessarily expected to occur as in a response to a question, "What would happen if…?"
Definition of key factors
Key factors are basic to the entity's operations affecting, eg enrollment, delivery of educational programs
and services, and financial activities, and serve as a foundation for prospective information as the bases
for management's assumptions.
General Use v. Limited Use
Prospective information is either for general use or for limited use.
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For General Use
General users are parties with whom the entity (referred to as the "responsible party") is not negotiating
directly, eg in an offering statement of the entity's debt or equity interests.
Only forecasts are appropriate for general use, because the recipients are unable to ask the responsible
party directly about the presentation of the prospective Statement of Educational Conditions.
The entity should have a reasonably objective basis for each element for its assumption (informed
judgments about past and future events shared by people knowledgeable in the entity's activities and
business) that require a measure of the quality of information necessary to present a forecast.
If the responsible party does not have a reasonably objective basis for its assumptions, it may be able to
present prospective financial information for limited use.
For Limited Use
Limited users are the responsible party (or entity) itself, or are third parties with whom the responsible
party is negotiating directly, eg another school of business, sponsoring organization, bank for a loan,
submissions to a regulatory authority or board. Third party recipients are in a position to ask questions of
the responsible party, thus the presentation may in the format of a financial forecast based on conditions
that are expected to exist, or in the format of a financial projection based on one or more hypothetical
("what if") courses of action.
A financial projection(s) and/or partial presentation(s) may not be distributed outside parties who will
not negotiate directly with the entity ("responsible party").
The distinction between limited use and general use is not dependent on the number of users, but on
whether the user negotiates directly (limited use), or does not negotiate directly (general use) with the
entity ("responsible party").
Formats
Prospective financial information for general use based on forecasts should be presented in the form of
comparative information together with, and in the format of, current and historical Statement of
Educational Conditions that would be issued for the period covered, unless agreement with the user(s)
specifies another format.
Prospective financial information for limited use and presented separately from the annual Statement of
Educational Conditions preferably should be in the format of current and historical Statement of
Educational Conditions that would be issued for the period covered, unless agreement with the user(s)
specifies another format.
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GAESA 740
Examination Procedures for Prospective Statements
Examination Procedures for Prospective Statement of Educational Conditions, Engagement Letters and
Practitioner's Examination Report
Introduction
Forecasts (for general use) and projections (for limited use) are similar in many respects so that the
guidance below applies to both, unless differentiated using the term For financial projections to show a
modification for projections.
Examination Procedures
Practitioner should establish an understanding with the reporting entity, including objectives of the
engagement, documenting the responsible party's responsibilities, the practitioner's responsibilities, and
the limitations of the engagement preferably in writing.
The practitioner's objective in an examination of a forecast is to accumulate sufficient appropriate
evidence to limit attestation risk to a level that is, in the auditor's professional judgment, appropriate for
the level of assurance, that the forecast is presented in conformity with GAEP presentation guidelines,
and whether the assumptions provide a reasonable basis for management's forecast that may be imparted
by the examination report.
For projection: The auditor provides assurance that the assumptions provide a reasonable basis for the
financial projection, given their hypothetical nature.
The auditor should consider the following issues to determine the extent of examination procedures:
a.
b.
c.
d.
e.
f.

Nature and materiality of the information to the forecast taken as a whole.
Likelihood of misstatements.
Knowledge obtained during current and previous engagements.
Competence of the responsible party with respect to forecast preparation.
Responsible party's judgment in selecting the assumptions used.
Adequacy of responsible party's underlying data.

Prospective Period
GAEP limit the prospective period for presentation for general use (forecast) in the annual Statement of
Educational Conditions to one academic year. Prospective future periods of projections for limited use
do not have a limit on the time horizon.
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Procedures to Evaluate Assumptions
The auditor performs those procedures deemed necessary to determine whether the assumptions are
reasonable for the forecast. If the forecast contains a range, the representations should also generally
contain a statement that, to the best of the responsible party's knowledge and belief, the item(s) subject
to the assumption are expected to actually fall within the range, which was not selected on a biased or
misleading manner. Listing all assumptions is inherently not feasible. Frequently, basic assumptions
that have enormous potential impact are considered to be implicit, such as conditions of peace and the
absence of natural disasters.
For projection: "As the number and significance of hypothetical assumptions increase, the auditor may
not be able to satisfy himself or herself about the presentation as a whole by obtaining support for the
remaining assumptions.
Development of Assumptions
Prior year Statement of Educational Condition analysis may help identify principal elements and factors
on which the entity's educational conditions and results depend, including financial positions and results,
relevance and overall completeness of the elements and factors identified as well as the risks inherent in
the activity and business.
Support for Assumptions
Preponderance of information (the weight of available information) supports significant assumptions
considered in the aggregate.
For projections: The auditor need not obtain support for the hypothetical assumptions “what if”, but
they must be consistent with the presentation.
Although the auditor can reach a conclusion that the assumptions provide a reasonable basis for the
presentation, s/he cannot conclude that any outcome is expected because (a) realization of the projection
may depend on the responsible party's intentions, which cannot be examined, (b) the substantial inherent
uncertainty in the assumptions, (c) some of the information accumulated about an assumption may
appear contradictory, and (d) different but similarly reasonable assumptions concerning a particular
matter might be derived from common information.
Most scrutiny is required for assumptions that are
a. material to the prospective amounts
b. especially sensitive to variations
c. deviations from historical trends
d. especially uncertain.
Evaluation of assumptions should consider
a. government and industry publications, educational forecasts, legislation (existing or proposed),
changes in technology
b. consistency of assumptions with sources
c. consistency of assumptions among each other
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d.
e.
f.
g.
h.

reliability assessed by inquiry and analytical procedures
market surveys,
engineering studies,
general educational indicators,
industry statistics, tends and patterns.

Evaluating Preparation and Presentation
The auditor's examination will provide reasonable assurance that
a. The presentation reflects the assumptions
b. the extensions are mathematically correct
c. the assumptions are internally consistent
d. educational policies and practices, and accounting principles, are consistent with those that would
be used in the historical Statement of Educational Conditions for prospective period(s).
The auditor should obtain written representations from the reporting entity, signed by the highest level of
authority, acknowledging its responsibility for the assumptions, stating:
Forecasts:





That the forecast presents, to the best of the responsible party's knowledge and belief, the
expected educational condition and results, financial position and results, for the forecast period.
That the forecast reflects the responsible party's judgment, based on present circumstances, of
the expected conditions and its expected course of action.
That the assumptions on which the forecast is based are reasonable.
That the item(s) subject to the assumption are expected to actually fall within the range (if the
forecast contains a range), and that the range was not selected in a biased or misleading manner.

Projections:








That the projection presents, to the best of the responsible party's knowledge and belief, the
expected educational conditions and results, financial position, results of operations, and cash
flows for the projection period given the hypothetical assumptions.
That the projection reflects its judgment, based on present circumstances, of expected conditions
and its expected course of action given the occurrence of the hypothetical events.
Identification of the hypothetical assumptions.
A description of the limitations of the usefulness of the presentation.
A statement that the assumptions are appropriate.
Indicate if the hypothetical assumptions are improbable.
If the financial projection contains a range, a statement that
o To the best of the responsible party's knowledge and belief, given the hypothetical
assumptions
o The item(s) subject to the hypothetical assumptions are expected to actually fall within
the range,
o And that the range was not selected in a biased or misleading manner.
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Using the Work of a Specialist
The auditor may encounter matters that require the use of a specialist from the field of education with
related management, planning and research experience, engineer, economist, investment banker, or
architect.
Assumptions Dependent on the Actions of Users
A projection should disclose that the responsible party believes that the forecast represent the entity's
expected educational conditions and results, financial position, results of operations, cash flows and net
assets (equity), only if the prospective action of the parties referred to in the forecast takes place, eg
relocation of main campus, educational licensing of doctoral program(s), institutional merger,
acquisition, issue of debt or equity, etc.
Auditor’s Report
The auditor may issue an unqualified examination report, if the assumption(s) is reasonable on its face;
but if the possible outcomes are many, the auditor would be required to obtain support for the
assumptions before issuing an unqualified examination report. (AAG-PRO 15.40)
Documentation
The auditor should prepare and maintain attest documentation as a record of attest procedures applied,
information obtained, and conclusions or findings reached by the auditor in the engagement, the
quantity, type, and content of which are matters of the auditor's professional judgment.
Examples of attest documentation in paper form, electronic form, or other media are
 Work programs
 Analyses
 Memoranda
 Letter of confirmation and representation
 Abstracts
 Copies of entity documents
 Schedules or commentaries
prepared or obtained by the auditor.
Attest documentation is the property of the auditor. The auditor should retain attest documentation for a
period of time sufficient to meet the needs of his practice and legal or regulatory retention requirements,
observing confidentiality requirements. (AAG-PRO 15.45 and .46)
Procedures to Evaluate the Preparation and Presentation of the Financial Forecast (AAG-PRO 15.54)
a. Test mathematical accuracy
b. Evaluate appropriateness of mathematical equations, statistical techniques, or modeling
procedures, recomputed on a test basis, trace aggregate amounts to financial forecast
c. Compare listed assumptions with those used in the forecast
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d. Determine that effects of each assumption on all related amounts have been reflected in the
presentation
e. Look for contradictions of assumptions
f. Review relationship between financial and other relevant data
g. Review adjustments made
h. Trace indexes, numbers and amounts to documents and records of historical data if used for part
of the forecast period
For financial projections: The above procedures are to be supplemented by
g. disclosing the limitations on the usefulness of the presentation
h. educational policies and practices, and accounting principles, used should be consistent with the
purpose of the presentation
i. The number of hypothetical assumptions should not be excessive.
j. The hypothetical assumptions should be identified as hypothetical.
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