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Foreword

The banking sector in India is one of the largest in the world as far as its
extensive network of branches is concerned. The role of the sector in the overall
growth and development of the Indian economy is quite significant and laudable.
Over the years, the sector has been through a long journey and has also
achieved new heights with the changing times. The widespread use of
technology has completely changed the working of banks resulting in lesser
requirements for people to visit banks physically. Nevertheless, the fundamental
aspects of banking i.e. trust and confidence of people on banking sector remains
the same. This trust and confidence come on the back of strong quality of audit
system and practices in place in India.

The Guidance Note on Audit of Banks is issued by the Auditing and Assurance
Standards Board (AASB) of ICAIl every year with the objective to provide detailed
and updated guidance to the members on various aspects of bank audits. The
Guidance Note is an important resource for the members carrying out audits of
banks and bank branches. | am happy that AASB has come out with this revised
2019 edition of the Guidance Note on Audit of Banks for the benefit of the
members. | am also happy that the Guidance Note is comprehensive and self-
contained reference document for the members.

| wish to place my appreciation for CA. Shyam Lal Agarwal, Chairman, CA.
Sanjay Vasudeva, Vice-Chairman and other members of AASB for bringing out
this revised Guidance Note to help the members in maintaining quality in bank
audits.

| am confident that the members would find the Guidance Note highly useful in
their professional assignments.

January 13, 2019 CA. Naveen N.D. Gupta
New Delhi President, ICAI



Preface

Every year, the Auditing and Assurance Standards Board (AASB) of ICAI
brings out the publication, “Guidance Note on Audit of Banks” to provide
detailed guidance to the members who undertake audits of banks and bank
branches. The Guidance Note is updated every year to incorporate the
impact of developments that have taken place in the banking sector which
require attention of statutory auditors, such as, master directions/circulars of
RBI, other relevant circulars issued by RBI, relevant pronouncements of ICAl
having bearing on bank audits, amendments/changes in applicable laws or
regulations.

| am happy to place in hands of the members, this revised 2019 edition of the
Guidance Note on Audit of Banks. The Guidance Note covers in detail
various aspects like knowledge of the banking industry, initial considerations,
special considerations in a CIS Environment, risk assessment and internal
control, various items of banks’ financial statements and their peculiarities,
manner of disclosure in financial statements, the RBI prudential guidelines
thereon, audit procedures, reporting on Long Form Audit Reports both at
central and branch level, Ghosh and Jilani Committee recommendations,
special purpose reports and certificates, etc.

For benefit of the members, the pen drive/CD accompanying the Guidance
Note contains lllustrative formats of engagement letter, illustrative formats of
auditor's report both in case of nationalized banks and banking companies,
illustrative formats of management representation letter, lllustrative list of
special purpose/ exception reports in CBS, lllustrative audit checklist for
capital adequacy, lllustrative checklist on audit considerations in a CIS
Environment, Features of the Gold Monetization Scheme, Suggested
Abbreviations used in the Banking Industry, Basis of Selection of Advances
Accounts in case of bank branch audit, updated bank branch audit
programme for the year 2018-19, Verification of the aspects of the Treasury/
Investments of the Bank in Statutory Audit, Flow Charts for Use of Core
Banking Solution software in case of Bank Branch Audit, the text of Master
Directions, Master Circulars and other relevant Circulars issued by RBI.

Readers may note that this edition of the Guidance Note has been divided in
three separate sections as follows:

e Section A - Statutory Central Audit.

e Section B - Foreign Exchange Transactions and Integrated Treasury.

e Section C - Bank Branch Audit other than Foreign Exchange Transactions.
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Knowledge of the Banking
Industry

1.01  The banking industry is the backbone of any economy as it is essential
for sustainable socio-economic growth and financial stability in the economy.
There are different types of banking institutions prevailing in India which are as
follows:

) Commercial Banks
) Regional Rural Banks
c) Co-operative Banks
) Development Banks (more commonly known as ‘Term-Lending Institutions’)
) Foreign Banks

f)  Payment Banks

g) Small Finance Banks

h) EXIM Bank

1.02  All these banks have their unique features and perform various
functions / activities subject to complying with the RBI guidelines issued from
time to time. Section 6 of the Banking Regulation Act, 1949, lists down the forms
of business in which banking companies may engage. The text of the Section 6
has been reproduced in Appendix | of the Guidance Note (given in Pen
Drive/CD accompanying the Guidance Note).

1.03  Of these banks, commercial banks are the most wide spread banking
institutions in India. Commercial banks provide a number of products and
services to general public and other segments of economy. Two of the main
functions of commercial banks are (1) accepting deposits and (2) granting
advances. In addition to their main banking activities, commercial banks also
undertake certain eligible Para Banking activities which are governed by the RBI
guidelines on Para Banking activities. Auditors have to emphasis on the fee
income, revenue leakage and specific regulatory adherence for these services.
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1.04  The functioning of banking industry in India is regulated by the Reserve
Bank of India (RBI) which acts as the Central Bank of our country. RBI is
responsible for development and supervision of the constituents of the Indian
financial system (which comprises banks and non-banking financial institutions)
as well as for determining, in conjunction with the Central Government, the
monetary and credit policies keeping in with the need of the hour. Important
functions of RBI are issuance of currency; regulation of currency issue; acting as
banker to the central and state governments; and acting as banker to commercial
and other types of banks including term-lending institutions. Besides, RBI has
also been entrusted with the responsibility of regulating the activities of
commercial and other banks. No bank can commence the business of banking or
open new branches without obtaining licence from RBI. The RBI also has the
power to inspect any bank.

1.05  The provisions regarding the financial statements of banks are
governed by the Banking Regulation Act, 1949. The Third schedule to the
aforesaid Act, prescribes the forms of balance sheet and profit and loss account
in case of banks. Readers may refer Appendix Il of the Guidance Note (given in
Pen Drive/CD accompanying the Guidance Note) for text of third schedule to the
Banking Regulation Act, 1949. Further, in case of banking companies, the
requirements of the Companies Act, 2013, relating to the balance sheet, profit
and loss account and cash flow statement of a company, in so far as they are not
inconsistent with the Banking Regulation Act, 1949, also apply to the financial
statements, as the case may be, of a banking company. It may be noted that this
provision does not apply to Nationalised Banks, State Bank of India, its
Subsidiaries and Regional Rural Banks (RRBs).

1.06  The provisions regarding audit of Nationalised Banks are governed by
the Banking Regulation Act, 1949 and the RBI Guidelines. The provisions
regarding audit of Banking Companies are governed by the Banking Regulation
Act, 1949, RBI Guidelines and the provisions of the Companies Act, 2013. The
illustrative formats of auditor’s report are given in Appendices lll to IV of the
Guidance Note (given in Pen Drive/CD accompanying the Guidance Note) as
follows:
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Appendix Il - lllustrative Format of Report of the Auditor of a Nationalised
Bank
Appendix IV - lllustrative Format of Report of the Auditor on the Standalone

Financial Statements of a Banking Company

1.07  The auditors (both central statutory auditors and branch auditors)
should also ensure that their audit report complies with the requirements of SA
700(Revised), “Forming an Opinion and Reporting on Financial Statements”, SA
705(Revised), “Modifications to the Opinion in the Independent Auditor's Report”
and SA 706(Revised), “Emphasis of Matter Paragraphs and Other Matter
Paragraphs in the Independent Auditor’'s Report”.

1.08  Besides the main audit report, the terms of appointment of auditors of
public sector banks, private sector banks and foreign banks (as well as their
branches), require the auditors to also furnish a Long Form Audit Report (LFAR).
The matters to be dealt with by auditors in LFAR have been specified by the RBI.
If the auditor intends to issue modified opinion, reasons for such modified opinion
need to be mentioned.

1.09  For the reference and benefit of the members, Appendices V to IX of
the Guidance Note (given in Pen Drive/CD accompanying the Guidance Note)
provide the illustrative formats of Engagement Letter in case of a Nationalised
Bank, Engagement Letter to be sent to the Appointing Authority of the Banking
Company, Engagement Letter to be sent to the Appointing Authority of the
Banking Company (Separate only for Internal Financial Control u/s 143(3)(i) of
Companies Act, 2013), Management Representation Letter for Audit for financial
year ended, and Management Representation Letter in connection with the
Limited Review.

110  Further various lllustrative Audit Checklists and Broad features of the
Gold Monetization Scheme are given in Appendices X to XIll of the Guidance
Note (given in Pen Drive/CD accompanying the Guidance Note) as follows:

Appendix X - lllustrative Checklist on Audit Considerations in a CIS
environment
Appendix XI - lllustrative list of Special purpose / Exception Reports in CBS
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Appendix XIl-  The Broad features of the Gold Monetization Scheme
Appendix XIlI- lllustrative Audit Checklist for Capital Adequacy

Important Note

Readers may refer the Pen Drive/CD accompanying the Guidance Note wherein
the details of the following Chapters of “Part | - Knowledge of the Banking
Industry” have been given:

Chapter 1: Banking in India

Chapter 2: Accounting and Auditing Framework

Chapter 3: Accounting Systems

Chapter 4: Legal Framework
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Initial Considerations

1.01  This Chapter discusses the matters to be considered by a proposed
Statutory Central Auditor/ Statutory branch auditor upon receiving intimation of
their appointment. It also deals with aspects of planning and preliminary work to
be undertaken by the central/branch auditor before actually commencing the
audit work.

1.02  Most banks, especially those in public sector, appoint more than two
(depending upon their size and Board decision, as per RBI guidelines) firms of
chartered accountants to act jointly as Statutory Central Auditors (SCAs).

1.03  The appointment letter sent by banks in connection with the
appointment of SCAs typically contains the following:

o  Period of appointment.
e Particulars of other SCAs.
o Particulars of previous SCAs.

e Procedural requirements to be complied with in accepting the assignment,
e.g., letter of acceptance (the letter usually contains, inter alia, averment as
to absence of disqualification for appointment, way in which the audit has to
be conducted and confirmation of present name, constitution and address of
the auditor), declaration of fidelity and secrecy, restriction on accepting other
assignments from the bank, etc.

e Scope of assignment which includes any special reports or certificates to be
given by the SCAs in addition to the main report. Presently, the SCAs have
to furnish the following reports/certificates in addition to their main audit
report:

a) Report on adequacy and operating effectiveness of Internal Controls
over Financial Reporting in case of banks which are registered as
companies under the Companies Act in terms of Section 143(3)(i) of the
Companies Act, 2013 which is normally to be given as an Annexure to
the main audit report as per the Guidance Note on Audit of Internal
Financial Controls over Financial Reporting issued by the ICAI.

b) Long Form Audit Report.
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Report on compliance with SLR requirements.

Report on whether the treasury operations of the bank have been
conducted in accordance with the instructions issued by the RBI from
time to time.

Certificate on reconciliation of securities by the bank (both on its own
investment account as well as PMS Banks' account).

Certificate on compliance by the bank in key areas of prudential and other
guidelines relating to such transactions issued by the RBI.

Report on whether the income recognition, asset classification and
provisioning have been made as per the guidelines issued by the RBI
from time to time.

Report on whether any serious irregularity was noticed in the working of
the bank which requires immediate attention.

Certificate in respect of custody of unused Bank Receipt forms and their
utilisation.

Authentication of capital adequacy ratio, including disclosure
requirements and other ratios reported in the notes to accounts.
Certificate in respect of DICGC claims.

Report on status of the compliance by the bank with regard to the
implementation of recommendations of the Ghosh Committee relating to
frauds and malpractices and of the recommendations of Jilani
Committee on internal control and inspection/credit system.

Report on instances of adverse credit-deposit ratio in the rural areas.
Asset liability management.

Certificate on Corporate Governance in case of banks listed on Stock
Exchange. In some banks this certification may not be asked from the
SCAs.

Certification on claim of various interest subsidies and interest
subvention.

e Basis of computation of audit fee and scale of travel and related allowances
and conveyance charges and other expense reimbursement entitlements, if

any.

Declaration of Indebtedness

1.04

The RBI has advised that the banks, before appointing their statutory

central/ branch auditors, should obtain a declaration of indebtedness in proforma
'A' given in Annexure to the Notification No. RBI/2004/161 Ref DBS.ARS No B.C.

6
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09 /08.91.001/2003-04 dated April 20, 2004. In addition to this, the RBI has
further advised the banks that no credit facility (including guaranteeing any
facilities availed of by third party) should be availed by the proprietor/any of the
partners of the audit firm/members for his/their families or by firm/ company in
which he/they are partners/directors.

1.05  Interms of the existing guidelines, an audit firm which takes up statutory
central audit assignment in private and foreign banks will not qualify to take up
statutory audit in public sector banks during that particular year. These guidelines
have come into effect from the year 2012-13. In case a firm is not appointed as
SCA of any PSB, then such a firm can be appointed as SCA of four private
sector banks and four foreign banks simultaneously each year. As per RBI
guidelines, it has been decided that, an audit firm, after completing its four year
tenure in a particular private/foreign bank, will not be eligible for appointment as
SCA of the same bank for a period of six years.

1.06  With respect to PSBs and other Private banks which are listed on stock
exchanges, there could be a possibility that the partner and/or his relatives are
shareholders of such PSBs and other Private banks. Care should be taken to
dispose off the shares held or take corrective action, as per the code of conduct
of the ICAIl, SEBI regulations, Companies Act and the firm’s internal policies,
prior to acceptance of the Statutory Audit.

Internal Assignments in Banks by Statutory Auditors

1.07 The RBI, vide its circular no. Ref.DBS.ARS.No. BC. 02/
08.91.001/2008-09 dated December 31, 2008 on “Internal assignments in banks
by statutory auditors”, decided that the audit firms should not undertake statutory
audit assignment while they are associated with internal assignments in the
same bank during the same year. In case the firms are associated with internal
assignment, it should be ensured that they relinquish the internal assignment
before accepting the statutory audit assignment during the year.

1.08  As the central auditors for private banks are appointed every year by
their shareholders in the Annual General Meetings (AGM), each bank is required
to obtain prior approval of the RBI in terms of the provisions of Section 30(1A) of
the Banking Regulation Act, 1949 before making appointment/re-appointment of
the auditors.

Communication with Previous Auditor

1.09  As per Clause 8 of the Part | of the first schedule to the Chartered
Accountants Act, 1949, a chartered accountant in practice cannot accept position

7
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as auditor previously held by another chartered accountant without first
communicating with previous auditor in writing.

110  The objective of communicating with the previous auditor is that the
proposed auditor may have an opportunity to know the reasons for the change in
order to be able to safeguard his interest, the legitimate interest of the public, and
the independence of the existing chartered accountant. When communicating
with the previous auditor, the incoming auditor should primarily find out whether
there is any professional or other reason why he should not accept the
appointment.

111 A mere posting of letter under certificate of posting is not sufficient to
establish communication with the previous auditor unless there is some evidence
to show that the letter has in fact reached to the previous auditor. The incoming
auditor should, therefore, communicate with the previous auditor in such a
manner as to retain in his/her hands positive evidence of the delivery of the
communication to the addressee. In the opinion of the Council of the Institute,
communication by a letter sent ‘Registered Acknowledgement Due’ or by hand
against a written acknowledgement would in the normal course provide such
evidence. Further it is seen, nowadays, that auditors communicate with each
other electronically by email and often soft copies are used, it is advisable to
ensure that the proof of delivery is obtained and kept in the audit file, however it
is also advisable to subsequently procure the hard copies of the letters and proof
of delivery and file the same in the audit files.

112 It is desirable that a member, on receiving communication from the
auditor who has been appointed in his/her place, should send a reply to him/her
as soon as possible.

1.13  The RBI has advised the banks that in order to enable the proposed
auditors to comply with the requirement of communication with the previous
auditor, they should mention the name and address of the previous auditor in the
appointment letter.

114 In case of joint auditors, each of the incoming auditors needs to
communicate with each of the outgoing auditors.

Some Important Standards on Auditing (SA) for the Initial
Considerations

Terms of Audit Engagements

115  Standard on Auditing (SA) 210, “Agreeing the Terms of Audit
Engagements” requires that for each period to be audited, the auditor should
agree on the terms of the audit engagement with the bank before beginning
significant portions of fieldwork. It is imperative that the terms of the engagement

8
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are documented, in order to prevent any confusion as to the terms that have
been agreed in relation to the audit and the respective responsibilities of the
management and the auditor, at the beginning of an audit assignment.

1.16  When establishing the terms of engagement, the auditor must agree on
its understanding with the management as to the objectives and scope of the
audit engagement, the extent of management's responsibilities and its own
responsibilities. This minimises the risk of misunderstandings in future and there
is no expectation gap between both the parties.

1.17  The form and content of audit engagement letter may vary for one bank
to another, but it would generally include reference to following:

o The objective of the audit of financial statements.
o Management's responsibility for the financial statements.

e Management's responsibility for selection and consistent application of
appropriate accounting policies, including implementation of the applicable
accounting standards along with proper explanation relating to material
departures from those accounting standards.

o Management's responsibility for assessment of the entity’s ability to continue
as a going concern.

e Management's responsibility for making judgements and estimates that are
reasonable and prudent so as to give a true and fair view of the state of
affairs of the bank at the end of the financial year and of the profit or loss of
the bank for that period.

o Management's responsibility for the maintenance of adequate accounting
records and internal controls for safeguarding the assets of the bank and for
preventing and detecting fraud or other irregularities.

e The scope of the audit, including reference to the applicable legislation,
regulations, and the pronouncements of the RBI and the ICAI.

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

o The fact that the audit process may be subjected to a peer review and/or
quality review under the Chartered Accountants Act, 1949.

1.18  The auditor may also include the following matters in the engagement
letter:

e Arrangements regarding the planning and performing the audit, including the
fact that the audit will be carried out in accordance with the auditing
standards generally accepted in India. Further, it should be spelt out that the

9
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1.19

audit would be performed to obtain reasonable assurance about whether the
financial statements are free of material misstatements. It should clearly be
spelt out that the audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements including
assessment of the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement
presentation. However, having regard to the nature of the audit and volume
and complexity of transactions, persuasive rather than conclusive nature of
audit evidence, together with inherent limitations of any accounting and
internal control system, there is an unavoidable risk that even some material
misstatements of financial statements, resulting from fraud, and to a lesser
extent error, if either exists, may remain undetected.

Expectation of receiving from management written confirmation concerning
representations made in connection with the audit.

Request for the bank to confirm the terms of the engagement by
acknowledging receipt of the engagement letter.

Description of any other letters or reports the auditor expects to issue to the
bank.

Basis on which fees are computed and any billing arrangements.
A reference to any further agreements between the auditor and the client.

The following are certain specific aspects which need to be kept in mind

while issuing an engagement letter in case of banks:

1.20

The use and source of specialised accounting principles, with particular
reference to any requirements under the law or regulations applicable to
banks, e.g., the Banking Regulation Act, 1949, various RBI master circulars
on matters, such as, provision for NPAs, classification and valuation of
investments, etc.

The contents and form of the financial statements (including disclosures)
and auditors’ report as laid down in the Banking Regulation Act, 1949 and
various RBI circulars as well as the various special purpose reports required
from the auditor in addition to the report on the financial statements.

The nature of any special communication requirements or protocols that may
exist between the auditor and the regulators, e.g., communication directly by
the auditor to the RBI in case of serious irregularities or material frauds
observed during the course of the audit.

An illustrative format of engagement letter in case of a Nationalised

Bank is given in Appendix-V of this Guidance Note.
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121 An illustrative format of engagement letter to be sent to the appointing
authority of the Banking Company (Where auditor's responsibility regarding
reporting on Internal Financial Controls is contained within the same
Engagement Letter) is given in Appendix — VI of this Guidance Note. An
illustrative format of Engagement Letter to be sent to the appointing authority of
the Banking Company (Containing auditor’s responsibility regarding reporting on
Internal Financial Controls only) is given in Appendix — VI of the Guidance Note.

Initial Engagements

1.22  Standard on Auditing (SA) 510, “Initial Audit Engagements-Opening
Balances”, deals with the auditor's responsibility relating to opening balances
when conducting initial audit engagement. Opening balances include financial
statement amounts as well as matters requiring disclosures. The sheer volume
makes verification of opening balances a challenge by itself where normal
traditional techniques of verification are not in practice.

1.23 The auditor needs to perform the audit procedures as mentioned in SA
510 and if after performing those procedures, the auditor concludes that the
opening balances contain misstatements which materially affect the financial
statements for the current period and the effect of the same is not properly
accounted for and adequately disclosed, the auditor should express a qualified
opinion or an adverse opinion, as appropriate.

Assessment of Engagement Risk

124 The assessment of engagement risk is a critical part of the audit
process and should be done prior to the acceptance of an audit engagement
since it affects the decision of accepting the engagement and also in planning
decisions if the audit is accepted.

125  The process of assessing engagement risk consists of identifying risk
factors and exercising professional judgment to determine whether such factors,
separately or in combination, are significant enough to require a special
response. Prior to accepting an engagement, the auditor should obtain a
preliminary knowledge of the banking industry and of the nature of ownership,
management and operations of the bank to be audited.

126  For a prospective audit engagement, the auditor must assess
engagement risk based on past experience in the industry, the information
obtained from predecessor auditors, inquiries of senior management, those
charged with governance, and other appropriate sources. For a continuing audit
engagement, the auditor must assess engagement continuance risk based on his
experience with the bank and additional audit procedures performed in the
previous audits.
11
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1.27  For an audit engagement for which a higher engagement risk is
assessed, the auditor should respond appropriately in planning and performing
the audit. The auditor then needs to determine whether the increased
engagement risk is pervasive to the audit engagement as a whole, as a result of
one or more pervasive risks, or as a result of one or more specific risks.

128  The auditor would ordinarily need to document the assessment of
engagement risk, factors identified as increasing engagement risk, and, if the
additional information obtained during the engagement indicates a change in
engagement risk, the auditor would need to document its considerations as to
whether the planning decisions remain appropriate and the effect, if any, on the
audit plan. A yearly assessment of engagement risk will ensure the firm’s
continuing independence and ability to act and that the engagement risk is still
within the firm’s pre-determined appetite for risk.

Planning

129  The auditor needs to ensure compliance of SA 300, “Planning an Audit
of Financial Statements”:

1.30  Planning would involve establishing overall audit strategy to set the
scope, nature, timing, extent of resources required and direction of audit. The
audit plan needs to be properly documented with respect to timing, extent of
checking, audit procedures to be followed at assertion level and should be
flexible and updated or changed as and when necessary. Further the audit plan
should be communicated to the audit team. SA 220, “Quality Control for an Audit
of Financial Statements” establishes standards on the quality control, generally,
and with regard to the work delegated to assistants on an individual audit. Before
starting initial audit engagement, the auditor should perform procedures required
under SA 220 regarding client acceptance etc. The auditor also needs to ensure
that a proper communication has been sent to the predecessor auditor. The
auditor should also keep in mind the requirements of SQC 1, “Quality Control for
Firms that Perform Audits and Reviews of Historical Financial Information, and
Other Assurance and Related Services Engagements”.

1.31  The below-mentioned procedures, as applicable to Head Office, may
also be applicable in case of audit of a Branch Office, modified to the extent
relevant for the particular branch audit assignment.

Establish the Engagement Team

1.32  The selection of the engagement team is a key activity in the
development and execution of an effective and efficient audit plan. The
assignment of qualified and experienced professionals is an important
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component of managing engagement risk. The size and composition of the
engagement team would depend on the size, time available to complete the
assignment, nature, and complexity of the bank’s operations.

1.33  The audit engagement partner should be satisfied that the engagement
team collectively has the appropriate capabilities, competence, and time to
perform the audit engagement. The audit engagement partner should determine
that the engagement team selected is appropriate for the audit engagement.

1.34  The audit engagement partner is also responsible for ensuring where
additional technical assistance or specialised knowledge is required as a result of
the nature and characteristics of the audit engagement. This may require the
inclusion of one or more specialists, like, IT specialists, fair value specialists, etc.
Other specialists with appropriate competencies can also be used, including but
not limited to those related to fraud, exploratory data analysis, tax, industry,
financial instruments and derivatives, legal, actuarial, post-employment benefits,
etc.

Understanding the Bank and its Environment

1.35 It is the auditor's responsibility to identify and assess risk of material
misstatement in financial statements and assertion levels, through understanding
the entity, its environment and its internal control system. This would help him in
designing and implementing various audit procedures as response to such
assessed risk areas and reduce the risk to acceptable low levels.

1.36  Standard on Auditing (SA) 315, “Identifying and Assessing the Risks of
Material Misstatement Through Understanding the Entity and Its Environment”
lays down that the auditor should obtain an understanding of the entity and its
environment, including its internal control, sufficient to identify and assess the
risks of material misstatement in the financial statements whether due to fraud or
error, and sufficient to design and perform audit procedures.

1.37  In performing audit of a bank, the auditor should have or obtain
knowledge of the business sufficient to enable him to identify and understand the
event