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1  
Linda Overall  

 I have reviewed AICPA Proposed Statement on Auditing Standards 

Amendment to Statement on Auditing Standards No. 122 Section 700, 

Forming an Opinion and Reporting on Financial Statements.  

Changes seem fairly straightforward. Thank you for the report example. 

Supportiv
e 

 

2  
PBTK Overall Since the formation of the Public Company Accounting Oversight Board 

(PCAOB), reporting on an audit conducted under the dual auditing standards of 
both the ASB and the PCAOB have presented auditors with the dilemma of 
determining which body’s reporting standards should control the content of 
the report since it has always been impossible to comply with two different 
reporting models in a single report. Accordingly, we compliment the ASB on 
recognizing and addressing this dilemma by issuing this ED, which with we fully 
concur. 

Supportiv
e 

 

3  
McG Overall  

 We believe it is appropriate to provide requirements and guidance for reporting 

on an audit conducted in accordance with both auditing standards generally 

accepted in the United States of America and the standards of the Public 

Company Accounting Oversight Board. We agree with the approach the ASB 

has taken in proposing such requirements and guidance. The proposed 

application material and illustrative report will be helpful to auditors in complying 

with the requirements.  

Supportiv
e 

 

4  
NC Overall  The Board agrees with these proposed changes. The inclusion of 

the additional illustration for Auditor’s Reports will enable 
consistency in the report presentation when applying the standard. 

Supportiv
e 

 

5  
IL Overall The Committee is supportive of the Auditing Standard Board's consideration of 

clarifying the auditor’s responsibilities when following more than one set of 

professional standards. 

 

Supportiv
e 

 

6  
EY Overall  We support the issuance of the proposed SAS. We believe the amendments 

will improve consistency in reporting when an audit is conducted in accordance 
with both GAAS and the standards of the PCAOB. We recommend that the 

Supportiv
e 
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ASB consider a few clarifications to the proposed SAS. Our suggestions for 
new language are attached. 

7  
PwC Overall  

 We appreciate the opportunity to comment on the proposed Statement on 
Auditing Standards, Amendment to Statement on Auditing Standards No. 122 
section 700, Forming an Opinion and Reporting on Financial Statements (the 
“Proposed SAS”). We support requiring the Public Company Accounting 
Oversight Board’s (PCAOB) report layout and wording when the auditor plans to 
refer to the standards of the PCAOB in addition to generally accepted auditing 
standards (GAAS). We also believe the Proposed SAS clarifies that when an 
auditor conducts an audit in accordance with the standards of the PCAOB and 
the audit is not within the jurisdiction of the PCAOB, the AICPA Code of 
Professional Conduct requires the auditor to also comply with GAAS. 

Supportiv
e 

 

8  
BDO Overall 

 We are supportive of the proposed amendment to AU-C Section 700, Forming 
an Opinion and Reporting on Financial Statements (AU-C 700) to clarify the 
form of the auditor’s report in circumstances where an audit that is not within 
the jurisdiction of the PCAOB is nevertheless conducted under PCAOB Auditing 
Standards and, as required by the AICPA Code of Professional Conduct, is also 
conducted in accordance with GAAS. We believe the proposed amendment 
addresses the practical challenges currently facing practitioners in 
determining the appropriate form of reporting in such situations and, for this 
reason, support the relatively short implementation period between the 
issuance of an amended auditing standard and its effective date. However, 
since the period to implement the standard as proposed is short, 
communication of the proposed amendment will be critically important to 
ensure all practitioners are fully informed in a timely manner. 

 
 Additionally, we support including application guidance, paragraph .A44, to 
AU-C 700, which explains the difference between the phrases ‘in accordance 
with the standards of the PCAOB’ and ‘in accordance with the auditing 
standards of the PCAOB, as this distinction may not have been universally 
understood previously. 

Supportiv
e 

 

9  
FL Overall 

 The proposed change to Paragraph .42 appears perfunctory, and the Committee 

does not take exception to the proposed language.  

The proposed language in Paragraph .44 appears to adequately clarify that when 

an auditor conducts an audit in accordance with the standards of the Public 

Supportiv
e 
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Company Accounting Oversight Board (“PCAOB“) and the audit is not within the 

jurisdiction of the PCAOB, the AICPA Code of Professional Conduct requires the 

auditor to also comply with GAAS in the conduct of the audit. The paragraph also 

appears to adequately specify the reporting format, and required amendments to 

that format, to be used when the auditor plans to refer to the standards of the 

PCAOB in addition to GAAS in the auditor’s report, and the audit is not within 

the jurisdiction of the PCAOB. The Committee does not take exception to the 

proposed language in Paragraph .44.  

The proposed language in Paragraphs .A43 - .A46, and the accompanying exhibit 

(Illustration 6—An Auditor’s Report on Consolidated Comparative Financial 

Statements Prepared in Accordance With Accounting Principles Generally 

Accepted in the United States of America When the Audit Has Been Conducted in 

Accordance With Both Auditing Standards Generally Accepted in the United 

States of America and Standards of the Public Company Accounting Oversight 

Board, as Required by Paragraph .44), appear to provide appropriate application 

guidance and illustration of the situation described in Paragraph .44. The 

Committee does not take exception to the proposed language.  

The proposed language in Paragraph .A44 that refers to the inclusion of the word 

"auditing" in the reference to the standards of the PCAOB, when the audit has 

not been conducted in accordance with the independence and/or other 

professional practice standards of the PCAOB, appears to clarify a previously 

unaddressed reporting situation. As such, the language appears to provide 

clarifying guidance to the auditor and strengthens the standard. The Committee 

does not take exception to the proposed language. 

10  
NY Overall 

The New York State Society of Certified Public Accountants (NYSSCPA) is 

pleased to have the opportunity to respond to the AICPA’s invitation to 

comment on its Proposed Statement on Auditing Standards, Amendment to 

Statement on Auditing Standards No. 122 Section 700, Forming an Opinion 

and Reporting on Financial Statements (the Exposure Draft).  

The purposes of the proposed amendments to generally accepted auditing 

standards (GAAS) are set forth clearly in the “Explanation of Proposed 

Amendment” section on pages 4 and 5 of the Exposure Draft. U.S. auditing 

and reporting standards have been separated into GAAS and the professional 

standards of the PCAOB, and those differences can be significant. 

Supportiv
e 
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Accordingly, it is reasonable that a financial statement user be meaningfully 

informed of all of the standards under which an audit was performed.  

To that end, we do not find the additional requirements of the proposed 

Statement on Auditing Standards to be burdensome for a practitioner, in 

terms of either time or cost, and, with one recommendation, we concur fully 

with its provisions. 

11  
WM Overall 

We agree that when an auditor conducts an audit in accordance with the 

standards of the PCAOB and the audit is not within the jurisdiction of the 

PCAOB, the AICPA Code of Professional Conduct requires the auditor to 

also comply with GAAS in the conduct of the audit. 

We have reviewed the proposed Illustration 6 [title] and believe that it is 

appropriate under the circumstances. 

Supportiv
e 

 

12  
KPMG Overall 

 We have previously reported on financial statements audited in accordance with 

both U.S. generally accepted auditing standards (U.S. GAAS) and the auditing 

standards of the Public Company Accounting Oversight Board (PCAOB) for 

entities not under the jurisdiction of the PCAOB following the form of report 

specified by AU-C 700. To the best of our knowledge, our auditors’ reports in 

such situations have not been rejected by any third party. Therefore, we do not 

understand why it is necessary to change current practice for entities not under 

the jurisdiction of the PCAOB. 

 There are other auditing standards where the Board concluded that the auditor’s 

report should conform to AU-C 700 when reporting under other standards (e.g., 

paragraph 13 of Section 910, Financial Statements Prepared in Accordance with 

a Financial Reporting Framework Generally Accepted in Another Country, 

makes clear that the U.S. GAAS form of report is to be used if the financial 

statements are intended for use in the United States) because it believed in the 

significance of the changes made to the auditor’s report as part of the clarity 

project.  

While we understand the reporting questions raised for audits of entities not 

under the jurisdiction of the PCAOB that are required to file audited financial 

statements with regulators, we are concerned that this Proposed Amendment 

dilutes the AICPA report “brand” and may confuse the public. 

No All other respondents 
were supportive. 



Amendment to AU-C 700 
ASB Conference Call Meeting, November 23, 2015 

 

Agenda Item 2B Page 6 of 22  

 

No. From ¶ / Topic 
Comment Change? TF Response  

13  
DT Overall  

 Deloitte & Touche LLP (D&T) is pleased to respond to the request for 

public comment from the Auditing Standards Board (ASB) of the American 

Institute of Certified Public Accountants (AICPA) on its proposed Statement 

on Auditing Standards (SAS), Amendment to Statement on Auditing 

Standards No. 122 Section 700, Forming an Opinion and Reporting on 

Financial Statements (the “proposed SAS”). We support the issuance of this 

proposed SAS to clarify the reporting requirements for an audit engagement 

where the entity, not currently an issuer or broker or dealer registered with 

the U.S. Securities and Exchange Commission (SEC) (registered broker 

dealer), as contemplated by the Public Company Accounting Oversight 

Board (PCAOB),1 voluntarily requests (or is required by an agency, by a 

regulator, or by contractual agreement to obtain) an audit performed in 

accordance with the standards of the PCAOB or the auditing standards of the 

PCAOB.  

Supportiv
e 

 

14  
GT Requirement  

 Illustrative report  

We believe the requirement in proposed paragraph 44 regarding report layout and 
wording is unnecessarily prescriptive. Currently, AU-C Section 700 does not require 
specific report layouts when referring to the International Standards on Auditing or 
Government Auditing Standards, so we do not see a basis for setting such a 
requirement with respect to the PCAOB when the auditor’s report does not fall 
within the PCAOB’s jurisdiction. We recommend the Board remove this 
requirement. 

Yes See issues paper. 
Amendment revised to 
permit but not require 
using PCAOB report 
layout and wording. 

15  
McG Effective date 

Also, we believe the proposed effective date for the amendment is appropriate. Supportiv
e 

 

16  
PBTK Effective date We believe it would better achieve the stated and implied objectives of the ED 

by permitting and encouraging early application of the amendment (paragraph 
3 of the ED). 

No Early application is 
permitted unless 
prohibited. 

 

17  
NY Effective date The effective date for application, as indicated on page 4 of the Exposure 

Draft, is for audits of financial statements for periods ending on or after 

No Early adoption is 
permitted unless 
precluded. 
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December 15, 2015. Our recommendation is that early adoption also be 
permitted. 

18  
DT Effective date 

Assuming that the amendments are finalized before the end of the 2015 

calendar year, we believe that they should only be effective for audits of 

financial statements for periods ending on or after December 15, 2015, for 

audits of entities that are required by an agency, regulator, or contractual 

agreement to obtain an audit performed in accordance with the standards of 

the PCAOB.  

For other circumstances in which the entity desires, but is not required, to 

have such an audit conducted in accordance with both GAAS and the 

standards of the PCAOB, we recommend that the proposed effective date be 

for audits of financial statements for periods ending on or after December 15, 

2016, with early adoption being permitted. Given that these amendments are 

expected to be finalized relatively late in the 2015 calendar year, we believe 

it would be appropriate to provide for more time for those situations when 

there is a not a requirement to refer to the standards of the PCAOB. Such 

additional time would enable audit firms to communicate the new 

requirements to their engagement teams and their respective clients and make 

any necessary changes to the terms of engagement. The early adoption 

provision would, however, provide flexibility for those situations when an 

auditor wanted to comply with the new requirements sooner rather than later. 

No 
See issues paper. 
Change to permit but 
not require makes this 
comment moot. 

19  
IL SEC 

acceptance 
We made inquiries of AICPA staff about the intent of the proposal in order to 

understand the issues more clearly. It appears that the report currently in Section 

700, amended to say the audit was also conducted in accordance with PCAOB 

standards, is not acceptable to the SEC. Therefore, this proposed amendment is 

intended to provide a different report illustration that should be acceptable to the 

SEC and that could also address any audits of a non-issuer when the auditor 

plans to refer to both the standards of the PCAOB and GAAS in the auditor’s 

report. However, it is not intended to amend reporting in accordance with any 

other standards. We are concerned, however, that the proposed report will also 

be deemed unacceptable to the SEC. 

No The ASB has 
communicated with the 
SEC and believes the 
SEC will accept this 
report. How should this 
be communicated to 
members? 

Issue #2 
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AU-Section 700.42 states “the auditor should not refer to having conducted an 

audit in accordance with another set of standards in addition to GAAS, unless 

the audit was conducted in accordance with both sets of standards in their 

entirety.” International Standards on Auditing and Proposed PCAOB Release 

No. 2013-005 include those same requirements. If an auditor is required to 

conduct an audit in accordance with GAAS in its entirety and the PCAOB in its 

entirety, which would include the reporting standards, there is a conflict between 

AU-C Section 700 and AS 1 about the language to be used in a report. 

 AU-Section 700.31 requires that the auditor’s report state that the audit was 

conducted in accordance with generally accepted auditing standards generally 

and identify the United States of America as the country of origin. 

 AS 1 paragraph 3 says a reference to generally accepted auditing standards, 

U.S. generally accepted auditing standards, auditing standards generally 

accepted in the United States of America or standards established by the AICPA 

is inappropriate and requires the reference to the standards of the Public 

Company Accounting Oversight Board. 

 AS 1 paragraph 5 says a reference to generally accepted auditing standards is 

no longer appropriate. 

Given the requirement of the PCOAB to avoid references to “generally 

accepted,” we believe the proposed report will still be considered unacceptable 

to the PCAOB. One possible solution would be for the auditor to use separate 

audit reports for GAAS and PCOAB reporting, as is currently done for benefit 

plan audits which must use PCAOB reporting for their 11-K filing and GAAS 

reporting for the statements submitted to the Department of Labor. 

20  
DT Terminology 

(all pars.) 

 
 Terminology  
We understand that there has been careful consideration of the use of terms 

to be included in the proposed SAS; however, we find the use of the phrase 

“… the audit is [not] within the jurisdiction of the PCAOB” to be confusing.  
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PCAOB Section 2, Registration and Reporting, Rule 2100, Registration 

Requirements for Public Accounting Firms, clearly states, “[e]ach public 

accounting firm that –  
 
(a) prepares or issues any audit report with respect to any issuer, broker, or 
dealer; or  

(b) plays a substantial role in the preparation or furnishing of an audit report 

with respect to any issuer, broker, or dealer  

 

must be registered with the Board.”  

 

Therefore the authority, oversight (and jurisdiction) of the PCAOB runs 

primarily to the public accounting firm (and not the audit), and then 

subsequently to audit reports prepared or issued with respect to any issuer or 

registered broker dealer.  

Accordingly, we recommend amending the phrase as follows, so as to clarify 

when the proposed SAS would apply; “… an entity is [not] an issuer or 

broker or dealer registered with the SEC…” This wording change would 

more accurately reflect the circumstances being addressed by the proposed 

SAS. 

21  
GT Terminology 

Issuer versus nonissuer  

We noted that the Explanatory memorandum and paragraph A43 of the 
Amendment refer to issuers and nonissuer broker-dealers. We agree with the 
notion that audits of such entities are within the jurisdiction of the PCAOB and 
believe the descriptions of those entities are appropriate. However, this description 
appears to be inconsistent with the descriptions set forth in Applicability of AICPA 
Professional Standards Part I, Applicability of AICPA Professional Standards to Audits of 
Financial Statements with respect to defining “nonissuer” and “issuer.” We 
recommend that AICPA staff review those differences and develop a common 
terminology that is consistent with definitions set forth by U.S. regulators and other 
standard-setters. 
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22  
PwC 42 

Par. 42: Italicize “International Standards on Auditing [ISAs]” to be consistent 
with other examples provided in this paragraph.  

No Government Auditing 
Standards is italicized 
because it is the title of 
a publication; ISAs is a 
series so not italicized. 

23  
IL 44 Issue 1 

The Committee commends the Auditing Standards Board for being the first 

standard setter to address auditing and reporting under multiple sets of standards. 

AU 9508 addressed the issue of reporting in accordance with GAAS and 

International Auditing Standards. AU-C Section 700.42 and .43 acknowledges 

that auditors may conduct an audit in accordance with the International 

Standards on Auditing, the PCAOB, and Government Auditing Standards in 

addition to GAAS. The IASB has recently issued ISA 700 Revised, which 

addresses auditing and reporting in accordance with both auditing standards of a 

specific jurisdiction (the national auditing standards) and the International 

Standards on Auditing.  

The PCAOB proposed standard, Release No. 2013-005 Appendix 3, specifically 

addresses auditing and reporting in accordance with both auditing standards of 

the PCAOB and International Standards on Auditing. The proposed language in 

the amendment says, “When an auditor conducts an audit in accordance with the 

standards of the PCAOB, and the audit is not within the jurisdiction of the 

PCAOB, the AICPA Code of Professional Conduct requires the auditor to also 

comply with GAAS in the conduct of the audit.” In the proposed paragraph .44, 

there are footnote references to specific sections of the AICPA Code of 

Professional Conduct; however, the Committee does not believe these 

sections explicitly address what is required when an entity outside of the 

jurisdiction of the PCAOB is required to obtain an audit conducted in 

accordance with PCAOB standards. 

 The AICPA Code of Professional Conduct ET Section 1.310.001, 

Compliance with Standards Rule, designates three auditing standards setters in 

Appendix A, namely the PCAOB, the AICPA Auditing Standards Board, and 

the IASB with respect to international financial accounting and reporting 

No Suggestion to revise 
Code of Conduct is 
beyond scope of ASB. 
Comment will be 
relayed to PEEC.  



Amendment to AU-C 700 
ASB Conference Call Meeting, November 23, 2015 

 

Agenda Item 2B Page 11 of 22  

 

No. From ¶ / Topic 
Comment Change? TF Response  

principles. This code section clearly states that the ASB is the recognized 

standard setter relating to audits prepared and reported for entities not within the 

jurisdiction of the PCAOB. This code section, however, presumes that audits 

will be performed in accordance with one of those discrete standard setters, and 

doesn’t explicitly address what to do if an entity outside the jurisdiction of the 

PCAOB is required to be audited in accordance with PCAOB standards. 

 Furthermore, the AICPA Code of Conduct (ET Section 1.400.050) 

Governmental Bodies, Commissions, or Other Regulatory Agencies, states that 

other regulatory agencies, such as the SEC and the Federal Communications 

Commission, have established requirements, including audit standards, guides, 

rules and regulations that members are required to follow for entities subject to 

their jurisdiction. This code section does not explicitly require that audits be 

conducted in accordance with GAAS also. 

 The AICPA Professional Standards, Part 1, Applicability of AICPA 

Professional Standards to Audits of Financial Statements, includes an opening 

paragraph indicating that “audits of financial statements of those entities whose 

audits are not within the PCAOB’s jurisdiction…are to be conducted in 

accordance with generally accepted auditing standards” This section also 

provides helpful guidance on the applicable standards of issuers and nonissuers. 

This guidance is difficult to find, though. Unfortunately, it is included in a 

foreword to the AICPA Professional Standards and would be easily missed by 

an accountant performing online research as the accountant would likely go 

directly to auditing standards, ethics, etc. We believe the guidance should be 

moved to the Code of Conduct. 

In summary, the Committee agrees that proposed paragraph .44 makes it 

clear that an auditor who conducts an audit in accordance with the 

standards of the PCAOB, and the audit is not within the jurisdiction the 

PCAOB, should also comply with GAAS. We think it should be made clear 

elsewhere though. This could be accomplished effectively in an amendment 

to the AICPA Code of Professional Conduct.  (note: bolded added for 

analysis purposes) 
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24  
DT 42, 44, A43 

Interaction with Requirements of AICPA Code of Professional Conduct 

(“Code”), Simplification and Clarification of Paragraphs 42, 44, and A43  

Proposed paragraph 44 states, “When an auditor conducts an audit in 

accordance with the standards of the PCAOB and the audit is not within the 

jurisdiction of the PCAOB, the AICPA Code of Professional Conduct 

requires the auditor to also comply with GAAS in the conduct of the audit” 

(emphasis added). A corresponding statement is included at the beginning of 

paragraph A43, but in the context of the audit of an issuer or registered 

broker dealer (i.e., where a member would be able to comply only with the 

standards of the PCAOB and not also with GAAS). While we agree with the 

outcome of these statements, we note that there are no specific rules or 

interpretations to this effect in the Code and therefore the basis for the 

statements may not be immediately self-evident to all auditors.  

We therefore recommend the addition of a footnote to these statement that 

would indicate they are based on Compliance with Standards Rule (AICPA, 

Professional Standards, ET sec. 2.310.001) and ET Appendix A, Council 

Resolution Designating Bodies to Promulgate Technical Standards (AICPA, 

Professional Standards, ET Appendix A), in particular pointing out that (1) a 

“member who performs auditing, review, compilation, management 

consulting, tax, or other professional services shall comply with standards 

promulgated by bodies designated by Council” (ET section 2.310.001.01), 

(2) the PCAOB is the relevant body designated for audits of issuers and 

registered broker dealers, and (3) in the case of audits of non-issuers, the 

relevant body designated by Council is the AICPA’s ASB. 

We also believe that it would be more appropriate to move the introductory 

sentence of paragraph 44 to paragraph A43 so as to provide further context 

for the audits of issuers and registered broker dealers. Doing so would also 

simplify paragraph 44. Further, we believe that the interaction between 

paragraphs 42 and 44 of the proposed SAS could be clarified.  

Our recommendations to revise paragraphs 44 and A43, based on our 

comments above, are as follows:  

.44 When an auditor conducts an audit in accordance with the standards or 
the auditing standards of the PCAOB of an entity that is not an issuer or 
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broker or dealer registered with the SEC, and the audit is not within the 
jurisdiction of the PCAOB, the AICPA Code of Professional Conduct requires 
the auditor to also comply with GAAS in the conduct of the audit. In this 
situation, when the auditor plans to state in the auditor’s report that the 
audit was conducted in accordance with refer to the standards or the 
auditing standards of the PCAOB and in addition to GAAS, in addition to 
complying with paragraph 42, in the auditor’s report, the auditor should 
use the report layout and wording required specified by the auditing 
standards of the PCAOB, amended to state indicate that the audit was also 
conducted in accordance with GAAS.8 (Ref. par. .A43–.A46)  
.A43 When conducting an audit in accordance with the standards or the 
auditing standards of the PCAOB of an entity that is not an issuer or broker 
or dealer registered with the SEC, the auditor is also required to comply 
with GAAS. Auditors of entities whose audits are within the jurisdiction of 
the PCAOB, which include audits of issuers and nonissuer or brokers- or 
dealers registered with the SEC, are required to be registered with, and are 
subject to inspection by, the PCAOB. Audits of issuers or brokers or dealers 
registered with the SEC are required to be performed in accordance with 
the standards of the PCAOB. In these situations, tThe AICPA Code of 
Professional Conduct provides for the ability of requires AICPA members to 
conduct the audits of the financial statements of issuers those entities in 
accordance with the standards of the PCAOB and does not also require an 
therefore it is not necessary that such audits also to be conducted in 
accordance with GAAS. [Footnote x – to refer to the applicable sections of 
the Code and address the matters described above] 

25  
KPMG 44 

We believe paragraph .44 should place greater emphasis on the AICPA Code of 

Professional Conduct requirement for the auditor to comply with U.S. GAAS in 

the conduct of an audit even when an auditor has been engaged to conduct an 

audit in accordance with the standards of the PCAOB for audits that are not 

within the jurisdiction of the PCAOB:  
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.44 Under the AICPA Code of Professional Conduct, an auditor is required to 

conduct an audit in accordance with GAAS, when the auditor has been engaged 

to conduct an audit in accordance with the standards of the PCAOB and the 

audit is not within the jurisdiction of the PCAOB. When an auditor conducts an 

audit in accordance with the standards of the PCAOB, and the audit is not 

within the jurisdiction of the PCAOB, the AICPA Code of Professional Conduct 

requires the auditor to also comply with GAAS in the conduct of the audit. In 

this situation, when the auditor plans to refer to the standards of the PCAOB in 

addition to GAAS in the auditor’s report, the auditor should use the report 

layout and wording specified by the auditing standards of the PCAOB amended 

to indicate that the audit was also conducted in accordance with GAAS. (Ref. 

par. A43–.A46) 
26  

EY A43 
We recommend the following edit to the last sentence in paragraph A43.  
.A43 Auditors of entities whose audits are within the jurisdiction of the PCAOB, 
which include audits of issuers and nonissuer broker-dealers registered with 
the SEC, are required to be registered with, and subject to inspection by, the 
PCAOB. In these situations, the AICPA Code of Professional Conduct requires 
AICPA members to conduct the audit of the financial statements of those 
entities in accordance with the standards of the PCAOB and does not also 
require an the audit to be conducted in accordance with GAAS. 

  

27  
EY A44/new 

requirement 

We believe that the application guidance in the third sentence of paragraph 
A44 is not clear, which could lead to differences of interpretation.  
The third sentence seems to suggest that when the auditor is not in compliance 
with the related professional practice standards of the PCAOB, including the 
independence standards, the auditor “may wish to” (that is, is encouraged to) 
refer to “the auditing standards of the PCAOB” instead of the “standards of the 
PCAOB” because the auditor cannot assert compliance with the related 
professional practice standards of the PCAOB, including the independence 
standards. We believe it would be inappropriate for an auditor to refer to the 
“standards of the PCAOB” in situations where the auditor is not in compliance 
with the related professional practice standards, including the independence 
standards. However, because the words “may wish to” are application guidance 
rather than a requirement, others could interpret this sentence to mean that it 

Yes Revised but not as 
requested, because 
suggested wording 
implies that SASs can set 
requirements for 
compliance with PCAOB 
standards. 
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would still be acceptable for the auditor to refer to “the standards of the 
PCAOB” even though the auditor is not in compliance with the related 
professional practice standards of the PCAOB, including the independence 
standards. 
To ensure appropriate and consistent application of the PCAOB guidance, we 
recommend adding the following requirement (new paragraph 45) to clarify 
that when the auditor is in compliance only with the auditing standards of the 
PCAOB, the auditor should refer to “the auditing standards of the PCAOB 
(United States).” We also believe that the distinction between “the auditing 
standards of the PCAOB” and the “standards of the PCAOB” is as important as 
the report layout and wording and, therefore, should be a requirement. In 
addition, we are recommending revisions to paragraph A44 to clarify when it 
would be appropriate for the auditor to refer to “the standards of the PCAOB 
(United States).”  
45 When referring to the standards of the PCAOB, the auditor is required to 
state that the audit was conducted in accordance with either “the standards of 
the PCAOB (United States)” or “the auditing standards of the PCAOB (United 
States).” When the auditor is in compliance only with the auditing standards of 
the PCOAB, the auditor should refer to “the auditing standards of the PCAOB 
(United States).” (Ref. par. A44)  
.A44 A reference to “the standards of the Public Company Accounting 
Oversight Board (United States)” includes the standards of the PCAOB that are 
applicable in the circumstances of the engagement. When the auditor intends 
to communicate compliance with the auditing and related professional 
practice standards of the PCAOB, including the independence standards, the 
auditor refers to “the standards of the PCAOB (United States).” When an 
auditor states that the audit was conducted in accordance with the standards 
of the PCAOB, the auditor is required to be in compliance with the auditing 
and related professional practice standards of the PCAOB, including the 
independence standards. Therefore, in an audit of financial statements that is 
not within the jurisdiction of the PCAOB, an auditor may wish to be clear that 
the auditor adhered to only the auditing standards of the PCAOB; accordingly, 
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in those circumstances, the auditor would include the word “auditing” in the 
reference to the standards of the PCAOB.20 In certain circumstances in which 
the audit of the financial statements is not within the jurisdiction of the 
PCAOB, the auditor may, nevertheless, be responsible for complying with the 
independence and other professional practice standards of the PCAOB—for 
example, if the engagement is subject to regulatory oversight that requires 
compliance with those rules. 

28  
DT A44 

Referring to the Standards of the PCAOB  

The phrases “standards of the PCAOB” and “auditing standards of the 

PCAOB” have differing and very specific meanings. Use of the term 

“standards of the PCAOB” is generally understood to mean all of the 

PCAOB rules, auditing and related attestation standards, quality control, 

ethics, independence, and other standards relating to the preparation and 

issuance of audit reports. By contrast, use of the term “auditing standards of 

the PCAOB” refers to only the auditing standards. Depending upon the 

circumstances, and in some cases the terms of the audit engagement, the 

auditor may be required to comply with just the auditing standards of the 

PCAOB, or may be required to follow all the relevant standards and rules. 

Accordingly, it is important that the auditor be clear in the auditor’s report as 

to whether all the standards of the PCAOB have been complied with, or only 

the auditing standards. In addition, D&T does not believe that the phrase 

“related professional practice standards” as used in the proposed revisions is 

sufficiently clear. This phrase does not correspond to a defined term in either 

the PCAOB or the AICPA’s literature, and as such we believe that the 

wording needs to be clarified.  

D&T therefore recommends that the application guidance in paragraph A44 

be amended to address these matters as follows:  

.A44 A reference to "the standards of the Public Company Accounting 
Oversight Board (United States)" includes the standards all of the PCAOB 
that are applicable in the circumstances of the engagement rules, auditing 
and related attestation standards, quality control, ethics, independence, 
and other standards relating to the preparation and issuance of audit 
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reports. Accordingly, wWhen an auditor states that the audit was 
conducted in accordance with the standards of the PCAOB, the auditor is 
required to be incompliance with the auditing and related professional 
practice standards of the PCAOB, including the independence standards 
indicating that all such rules and standards of the PCAOB and not just the 
auditing standards of the PCAOB have been complied with. Therefore, in 
an audit of financial statements that is not within the jurisdiction of the 
PCAOB, If the auditor is only required to comply with the auditing 
standards of the PCAOB, then the an auditor may wish to be make that 
clear by only making reference in the auditor’s report to having performed 
the audit in accordance with that the auditor adhered to only “the auditing 
standards of the PCAOB”; accordingly, in those circumstances, the auditor 
would include the word "auditing" in the reference to the standards of the 
PCAOB.20 In certain circumstances in which the audit of the financial 
statements is not within the jurisdiction of the PCAOB, When the auditor 
may nevertheless, be responsible for is required to complying with all 
relevant rules and standards of the PCAOB (for example, if the 
engagement is subject to regulatory oversight that requires compliance 
with all rules and standards of the PCAOB), the auditor would then make 
that clear by making reference in the auditor’s report to having performed 
the audit “in accordance with the standards of the PCAOB.”the 
independence and other professional practice standards of the PCAOB—for 
example, if the engagement is subject to regulatory oversight that requires 
compliance with those rules. 

29  
KPMG A45 

 
We believe that paragraph .A45 should be more direct in that this standard is to 

be applied in all circumstances, irrespective of reason, when the auditor 

references both U.S. GAAS and PCAOB standards. Also, we believe that the 

last sentence should omit “and Exchange” to correctly name the Act.  

.A45 The requirement in .44 is to applied in all circumstances in which a non-

issuer company engages the auditor to also conduct the audit in accordance 

with the standards of the PCAOB, irrespective of the reason (e.g., desires to or 
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is required to by a regulator or contractual agreement). Examples of situations 

in which an auditor may be engaged to perform an audit in accordance with the 

standards of the PCAOB at the request of a regulator for an entity whose audits 

are not within the jurisdiction of the PCAOB include audits of clearing agencies 

and futures commission merchants (FCMs) registered with the U.S. 

Commodities Future Trading Commission (CFTC), as well as other entities 

registered with the CFTC; audits of financial statements included in certain 

securities offering documents pursuant to Regulation A of the Securities and 

Exchange Act of 1933; and circumstances in which a non-issuer company 

desires to or is required by contractual agreement to obtain an audit in 

accordance with the standards of the PCAOB. 
30  

McG .A45 
 We have one comment with respect to the verbiage in proposed paragraph 
.A45, which refers to “securities offering documents pursuant to Regulation A of 
the Securities and Exchange Act of 1933.” Because Regulation A is an 
exemption from the registration requirements mandated by the Securities Act of 
1933 not the Securities and Exchange Act of 1933, we believe this verbiage 
should be changed to refer to “securities offering documents pursuant to 
Regulation A of the Securities Act of 1933.” 

Yes Corrected 

31  
DT Illustration 

Title of Auditor’s Report  

Illustration 6 of the proposed SAS uses a title “Independent Auditor’s 

Report.” When conducting an audit engagement in accordance with GAAS, 

AU-C Section 700, Forming an Opinion and Reporting on Financial 

Statements, paragraph 23 requires that the title should include the word 

“independent” to clearly indicate that it is the report of an independent 

auditor.  

However, given that proposed SAS paragraph 44 now requires the auditor to 

“use the report layout and wording specified by the auditing standards of the 

PCAOB amended to indicate that the audit was also conducted in accordance 

with GAAS,” the following wording as illustrated by PCAOB Auditing 

Standard No. 1, References in Auditors’ Reports to the Standards of the 

Public Company Accounting Oversight Board, should instead be used in the 

title; “Report of Independent Registered Public Accounting Firm.” Clearly, 

such wording would be inappropriate when the accounting firm is not 

registered with the PCAOB. We recommend additional guidance or 

No See issues paper 
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clarification be provided as to what the appropriate title should be of reports 

referring to both GAAS and the standards of the PCAOB, including whether 

registered firms should always use the title “Report of Independent 

Registered Public Accounting Firm” in reports that refer to both GAAS and 

the standards of the PCAOB. 

32  
PBTK Illustration Since significant changes in the PCOAB’s standard and modified report formats 

are imminent, auditors would best be served by a cautionary note to 
illustration 6 (paragraph 2 of the ED) for readers to be alert for this change. 

No Task Force does not 
believe this is necessary. 

33  
EY Illustration  

To ensure appropriate and consistent application of the PCAOB guidance, we 
recommend revising the second paragraph of the auditor’s report to refer to 
“the auditing standards of the PCAOB (United States)” because such reference 
would be acceptable regardless of whether the auditor is in compliance with 
the related professional practice standards of the PCAOB, including the 
independence standards. Because “the standards of the PCAOB (United 
States)” is currently the baseline wording, auditors may unintentionally default 
to that wording in situations when they are not in compliance with the auditing 
and related professional practice standards of the PCAOB, including the 
independence standards and, therefore, would be in violation of the PCAOB 
standards.  

We conducted our audits in accordance with the [when complying only 
with the auditing standards of the PCAOB, insert the word “auditing”] 
auditing standards of the Public Company Accounting Oversight Board 
(United States) [the word “auditing” should be removed when the 
auditor intends to communicate compliance with the auditing and 
related professional practice standards of the PCAOB, including the 
independence standards] and in accordance with auditing standards 
generally accepted in the United States of America…. 

Yes Change made. 

34  
EY Illustration  

We recommend the following changes to Illustration 6.  
We recommend the following edits to the last bullet point to conform to the 
guidance in paragraph 44.  

The auditor refers to the standards of the PCAOB in addition to GAAS 
in the auditor’s report and, therefore, the auditor uses the report 

Yes Editorial change made 
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layout and wording specified by the PCAOB auditing standards of the 
PCAOB, amended to indicate that the audit was also conducted in 
accordance with GAAS.  

 

35  
KPMG Illustration 

The titles of financial statements in Illustration 6 of the Exhibit should be 

conformed to the titles used in other illustrations as the statement of retained 

earnings is no longer relevant. 

Yes Corrected 

36  
PwC illustration 

Par. A62 - Illustration 6 – Footnote 1: Capitalize the word “company” in the first 
and second sentence of the paragraph to be consistent with the use of the term in 
the rest of the audit report. 

Yes Editorial change made 

37  
PwC Fn 20 

Footnote 20: Add an “s” after “Question” and “Answer” to be consistent with the 
title used by the PCAOB.  

Yes Editorial change made 

38  
PwC Integrated 

audit 

 Inclusion of integrated audits  
We recommend the phrase “of the financial statements” in paragraphs .A43 and 
.A44 be deleted, as we believe the requirement and application guidance would 
also apply in an integrated audit, not only an audit of the financial statements. 
Deleting this phrase would also be consistent with paragraph .44 of the Proposed 
SAS, which discusses an audit broadly; therefore, not limiting the audit to only 
an audit of the financial statements. We recognize AU-C 700, Forming an 
Opinion and Reporting on Financial Statements, relates to financial statement 
audits, but we believe the requirements and guidance in the Proposed SAS would 
also apply in an integrated audit. For example, in the Proposed Statement on 
Auditing Standards, An Audit of Internal Control Over Financial Reporting 
That Is Integrated With an Audit of Financial Statements, there is a proposed 
amendment to AU-C 200, Overall Objectives of the Independent Auditor and 
the Conduct of an Audit in Accordance With Generally Accepted Auditing 
Standards, that clarifies GAAS are written in the context of an audit of financial 
statements but should be adapted as necessary in the circumstances when 
applied to audits of internal control over financial reporting that are integrated 
with audits of financial statements. To minimize confusion that the Proposed 
SAS only applies to the audit of financial statements, we believe it would be 
clearer to just refer to an “audit.” 

  

39  
EY Integrated 

audit 

 We also recommend that the Auditing Standards Board amend Proposed 
Statement on Auditing Standard, An Audit of Internal Control Over Financial 
Reporting That Is Integrated With An Audit of Financial Statements, to provide 
guidance for reporting on an integrated audit conducted in accordance with 

No Outside the scope of 
this project. Firms can 
analogize once this 
amendment is issued. 
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both GAAS and PCAOB standards. We note that auditors are sometimes 
engaged to perform an audit of internal control over financial reporting (ICFR) 
that is integrated with an audit of financial statements in accordance with the 
PCAOB standards of an entity whose audit is not within the jurisdiction of the 
PCAOB. In these situations, we believe the AICPA Code of Professional 
Conduct would require members to also conduct this integrated audit in 
accordance with GAAS. Currently, there is no reporting guidance that 
addresses this situation 

40  
EY Other 

reporting 
requirements 

 In a related matter, we recommend that the Board address the difference 
between the PCAOB and GAAS reporting requirements for an adverse opinion 
or a disclaimer of opinion on supplemental information. AS 17.9b states “When 
the auditor expresses an adverse opinion, or disclaims an opinion on the 
financial statements, the auditor should express an adverse opinion, or 
disclaim an opinion, on the supplemental information, whichever is 
appropriate.” But AU-C 725.11 states “When the auditor’s report on the audited 
financial statements contains an adverse opinion or a disclaimer of opinion and 
the auditor has been engaged to report on whether supplementary 
information is fairly stated, in all material respects, in relation to such financial 
statements as a whole, the auditor is precluded from expressing an opinion on 
the supplementary information.” If this situation were to arise in practice, it is 
unclear to us what the auditor would do. 

No  See issues paper 

41  
GT Other 

reporting 
requirements 

 
 Compliance with both sets of standards  

We note that extant paragraph 42 indicates that the auditor should comply with 
both sets of standards in their entirety in order for the auditor to refer to both 
auditing standards generally accepted in the United States of America (GAAS) and 
another set of auditing standards. We note that the application guidance with 
respect to applying this requirement is silent as to how the auditor should resolve 
differences between the application of certain GAAS and Public Company 
Accounting Oversight Board (PCAOB) reporting requirements, such as the use and 
presentation of emphasis and other matter paragraphs, and reporting on 
supplementary information. We recommend that the Board consider developing 
application guidance to assist auditors in resolving differences between the 
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standards and whether any such differences could result in precluding the auditor 
from issuing a single report that refers to both sets of standards. 

 
  

   

 
  

   

   


