1. Auditing and Audit Independence
a) Auditing and purpose of audit

· Definition: Auditing is a systematic process of objectively obtaining and evaluating evidence regarding assertions about economic actions and events to ascertain the degree of correspondence between those assertions and established criteria and communicating the results to interested users.

· Purpose of auditing: The purpose of auditing is to provide an independent review of a company’s financial statements, in order to add creditability to the assertions made by the company’s management. The auditor achieves this by providing written proof of their reasonable assurance that the accounts represent a true and fair view of the company’s financial performance and position; in accordance with accounting standards.
Therefore independence is one of the fundamental concepts of auditing.
b) Auditor Independence
· Definition: Auditor independence refers to the independence of the internal auditor or of the external auditor from parties that may have a financial interest in the business being audited. Independence requires integrity and an objective approach to the audit process. The concept requires the auditor to carry out his or her work freely and in an objective manner.
· Independence of mind: the state of mind that permits the provision of an opinion without being affected by influences that compromise professional judgment, allowing an individual to act with integrity, and exercise objectivity and professional skepticism.

· Independence in appearance: the avoidance of facts and circumstances that are so significant a reasonable and informed third party, having knowledge of all relevant information, including any safeguards applied, would reasonably conclude a firm’s, or a member of the assurance team’s, integrity, objectivity or professional skepticism had been compromised.

· The purpose of Audit Independence is to improve the cost-effectiveness of the capital markets.
