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Application Material

Comments

(marked to reflect proposed AU-C 700 wording)
Introduction
Scope of this ISAProposed SAS

Scope of This SectionProposed SAS (Ref par. 04)

01.
.01 This sectionThis proposed statement on auditing
standards (SAS) addresses the auditor’s responsibility to form
an opinion on the financial statements. It also addresses the
form and content of the auditor’s report issued as a result of an
audit of financial statements.

AU-C 700.01 & ISA 700.01

02.
.03 SectionAU-C section 7011 addresses the auditor’s
responsibility to communicate key audit matters in the auditor’s
report. AU-C sections 705, Modifications to the Opinion in the
Independent Auditor’s Report, and section 706, Emphasis-ofMatter Paragraphs and Other-Matter Paragraphs in the
Independent Auditor’s Report, address how the form and
content of the auditor’s report are affected when the auditor
expresses a modified opinion (a qualified opinion, an adverse
opinion, or a disclaimer of opinion) or includes an emphasis-of-

AU-C 700.03 & ISA 700.02

1

Proposed AU-C section 701, Communicating Key Audit Matters in the Independent Auditor’s Report
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Comments

(marked to reflect proposed AU-C 700 wording)
matter paragraph or other-matter paragraph in the auditor’s
report.
03.
.02 This section is written in the contextThis proposed
SAS applies to an audit of a complete set of general purpose
financial statements and is written in that context.
04.
.04 Section AU-C 800, Special Considerations—Audits
of Financial Statements Prepared in Accordance With Special
Purpose Frameworks, addresses special considerations when
financial statements are prepared in accordance with a special
purpose framework.12 fn 1 SectionAU-C section 805, Special
Considerations—Audits of Single Financial Statements and
Specific Elements, Accounts, or Items of a Financial Statement,
addresses special considerations relevant to an audit of a single
financial statement or of a specific element, account, or item of a
financial statement. (Ref: par. .A1)

.A1
.A1 Section 800 also addresses the auditor’s
responsibilities when the auditor is reporting on financial
statements prepared in accordance with a special purpose
framework and is required by law or regulation to use a specific
layout, form, or wording of the auditor’s report. When reporting
on financial statements prepared in accordance with a general
purpose framework, and law or regulation requires a specific
layout, form, or wording of the auditor’s report, the auditor may
adapt and apply theThe following AU-C Sections also contain
reporting requirements: in section 800.


AU-C section 510, Opening Balances—Initial Audit
Engagements, Including Reaudit Engagements



AU-C section 730, Required Supplementary Information



AU-C section 810, Engagements
Summary Financial Statements



AU-C section 910, Financial Statements Prepared in
Accordance With a Financial Reporting Framework
Generally Accepted in Another Country

.05 AU-C section 810, Engagements to Report on Summary
Financial Statements, applies when an auditor is engaged to
report separately on summary financial statements 2 derived

12

2

fn 1 See

Fn2

to

Report

AU-C 700.02 and .04
ISA 700.03
Application Material (AM): AUC 700.A1

AU-C 700.05 - .07

on

AU-C 700.05

AU-C section 800, Special Considerations—Audits of Financial Statements Prepared in Accordance With Special Purpose Frameworks, for a definition of special purpose framework.

Paragraph .06 of section 810, Engagements to Report on Summary Financial Statements, defines the term summary financial statements.
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from financial statements audited in accordance with generally
accepted auditing standards (GAAS) by the same auditor. AU-C
section 730, Required Supplementary Information, addresses
the
auditor’s
responsibilities
relating
to
information
supplementary to the basic financial statements that is required
by a designated accounting standards setter to accompany such
financial statements.
.06 AU-C section 910, Financial Statements Prepared in
Accordance With a Financial Reporting Framework Generally
Accepted in Another Country, applies when an auditor practicing
in the United States is engaged to report on financial statements
that have been prepared in accordance with a financial
reporting framework generally accepted in another country not
adopted by a body designated by the Council of the AICPA
(Council) to establish generally accepted accounting principles
that are intended for use outside the United States.

AU-C 700.06

.07 AU-C section 510, Opening Balances—Initial Audit
Engagements, Including Reaudit Engagements, applies when
the financial statements of the prior period have been audited by
a predecessor auditor or were not audited.

AU-C 700.07

05.
The requirements of this proposed SAS are aimed at
addressing an appropriate balance between the need for
consistency and comparability in auditor reporting and the need
to increase the value of auditor reporting by making the
information provided in the auditor’s report more relevant to
users.08 This sectionproposed SAS promotes consistency in
the auditor’s report. Consistency in the auditor’s report which,

AU-C 700.08 & ISA 700.04
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when the audit has been conducted in accordance with GAAS,
promotes credibility in the marketplace by making more readily
identifiable those audits that have been conducted in
accordance with recognized standards. Consistency also helps
promote users’ understanding and identification of unusual
circumstances when they occur.
Effective Date

Effective Date

06.
.09 This ISAproposed SAS is effective for audits of
financial statements for periods ending on or after December 15,
2016.20XX.

Objectives
07.

AU-C 700.09 & ISA 700.05

Objectives

.10 The objectives of the auditor are to

AU-C 700.10 & ISA 700.06

(a) form an opinion on the financial statements based on an
evaluation of the audit evidence obtained, including
evidence obtained about comparative financial statements
or comparative financial information; and
(b) express clearly thatthe opinion on the financial
statements through a written report that also describes
the basis for that opinion. (Ref. par. .A2)

Agenda Item 4A

Considerations Specific to Governmental Entities (Ref: par.
1007)

AM: AU-C 700.A2

.A2
.A2 For audits of governmental entities, the objectives
of a financial statement audit are often broader than forming
and expressing an opinion on the financial statements. Law,
regulation, and Government Auditing Standards require that the
auditor satisfy additional objectives. These additional objectives
include audit and reporting responsibilities, for example, relating
to reporting instances of noncompliance with applicable laws
and regulations or reporting material weaknesses and
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significant deficiencies in internal control over financial reporting
noted during the audit. Such reporting on compliance with laws,
regulations, and provisions of contracts or grant agreements
and internal control over financial reporting is an integral part of
a Government Auditing Standards audit.

Definitions
08.
.11 For purposes of GAAS, the following terms have the
meanings attributed as follows:

AU-C 700.11 & ISA 700.07

Comparative financial statements. A complete set of financial
statements3 for one or more prior periods included for
comparison with the financial statements of the current period.

AU-C 700

Comparative information. Prior period information presented
for purposes of comparison with current period amounts or
disclosures that is not in the form of a complete set of financial
statements. Comparative information includes prior period
information presented as condensed financial statements or
summarized financial information.

AU-C 700

Condensed financial statements. Historical financial
information4 that is presented in less detail than a complete set
of financial statements, in accordance with an appropriate
financial reporting framework. Condensed financial statements
may be separately presented as unaudited financial information

AU-C 700

3

4

Fn3

See AU-C section 200, Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance With Generally Accepted Auditing Standards, for a
definition of financial statements.
Fn4
Paragraph .14 of AU-C section 200 defines the term historical financial information.
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or may be presented as comparative information.
General purpose financial statements. Financial statements
prepared in accordance with a general purpose framework.
(Ref. par. .A3)

General Purpose Financial Statements

AU-C 700 and ISA 700

Considerations Specific to Governmental Entities (Ref: par.
1108)

AM: AU-C 700.A3

.A3
.A3 For audits of governmental entities, the term
general purpose financial statements, in the context of this
section, would be considered or referred to as basic financial
statements using the terms in the governmental entity’s
applicable financial reporting framework.
General purpose framework. A financial reporting framework
designed to meet the common financial information needs of a
wide range of users.

AU-C 700 and ISA 700

Unmodified opinion. The opinion expressed by the auditor
when the auditor concludes that the financial statements are
presented fairly, in all material respects, in accordance with the
applicable financial reporting framework.5

AU-C 700 and ISA 700

09.
.12
Reference to financial statements in this
sectionproposed SAS means a complete set of general purpose
financial statements, including the related notes. The related
notes ordinarily comprise a summary of significant accounting
policies and other explanatory information. The requirements of
the applicable financial reporting framework determine the form
and content of the financial statements and what constitutes a
complete set of financial statements.

AU-C 700.12 & ISA 700.08

5

Fn5 SeeParagraph .14 of AU-C section 200 for a definition ofdefines the term applicable financial reporting framework.
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Requirements

Requirements

Forming an Opinion on the Financial Statements
10.
.13 The auditor should form an opinion on whether the
financial statements are presented fairly, in all material respects,
in accordance with the applicable financial reporting framework.

11.
.14 In order to form that opinion, the auditor should
conclude as to whether the auditor has obtained reasonable
assurance6 about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or
error. That conclusion should take into account the following:
(Ref. par. .A4)

AU-C 700.13 & ISA 700.10

Considerations Specific to Governmental Entities

AU-C 700.14 & ISA 700.11

.A4
.A4 For most state or local governmental entities, the
applicable financial reporting framework is based on multiple
reporting units and, therefore, requires the presentation of
financial statements for its activities in various reporting units.
Consequently, a reporting unit, or aggregation of reporting units,
of the governmental entity represents an opinion unit to the
auditor. In the context of this section, the auditor is responsible
for forming an opinion on the financial statements for each
opinion unit within a governmental entity.

AM: AU-C 700.A4 ‘

(a) The auditor’s conclusion, in accordance with AU-C section
330, Performing Audit Procedures in Response to
Assessed Risks and Evaluating the Audit Evidence
Obtained, about whether sufficient appropriate audit
evidence has been obtained;67
(b) The auditor’s conclusion, in accordance with AU-C

6

Paragraph .14 of AU-C section 200 defines the term reasonable assurance.
Fn 6 7 Paragraph .28 of AU-C section 330, Performing Audit Procedures in Response to Assessed Risks and Evaluating the Audit Evidence Obtained.
Agenda Item 4A
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section 450, Evaluation of Misstatements Identified
During the Audit, about whether uncorrected
misstatements are material, individually or in
aggregate;78 and
(c) The evaluations required by paragraphs 1512–18.15.
12.
.15 The auditor should evaluate whether the financial
statements are prepared, in all material respects, in accordance
with the requirements of the applicable financial reporting
framework. This evaluation should include consideration of the
qualitative aspects of the entity’s accounting practices, including
indicators of possible bias in management’s judgments. (Ref:
Par. .A5–.A7)

Qualitative Aspects of the Entity’s Accounting Practices
(Ref: par. .1512)
.A5
.A5 Management makes a number of judgments about
the amounts and disclosures in the financial statements.



89

AM: AU-C
700.A1

700.A5

&

ISA

AM: AU-C
700.A2

700.A6

&

ISA

.A6
.A6
SectionAU-C section 260, The Auditor’s
Communication With Those Charged With Governance,
contains a discussion of the qualitative aspects of accounting
practices.89 In considering the qualitative aspects of the entity’s
accounting practices, the auditor may become aware of
possible bias in management’s judgments. The auditor may
conclude that the cumulative effect of a lack of neutrality,
together with the effect of uncorrected misstatements, causes
the financial statements as a whole to be materially misstated.
Indicators of a lack of neutrality that may affect the auditor’s
evaluation of whether the financial statements as a whole are
materially misstated include the following:
affect the auditor’s evaluation of whether the financial
statements as a whole are materially misstated include the
following:

78

AU-C 700.15 & ISA 700.12

The selective correction of misstatements brought to
management’s attention during the audit (for example,

Paragraph .11 of AU-C section 450, Evaluation of Misstatements Identified during the Audit.

The appendix “Qualitative Aspects of Accounting Practices,” of AU-C section 260, The Auditor’s Communication With Those Charged With Governance.
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correcting misstatements with the effect of increasing
reported earnings but not correcting misstatements that
have the effect of decreasing reported earnings)


Possible management bias in the making of accounting
estimates

.A7
.A7
SectionAU-C section 540, Auditing Accounting
Estimates, Including Fair Value Accounting Estimates, and
Related Disclosures, addresses possible management bias in
making accounting estimates.10 Indicators of possible
management bias, themselves, do not constitute misstatements
for purposes of drawing conclusions on the reasonableness of
individual accounting estimates. They may, however, affect the
auditor’s evaluation of whether the financial statements as a
whole are free from material misstatement.
13.
.16 In particular, the auditor should evaluate whether, in
view of the requirements of the applicable financial reporting
framework:

10

AM: AU-C
700.A3

700.A7

&

ISA

AU-C 700.16 & ISA 700.13

(a) the financial statements adequately disclose the
significant accounting policies selected and applied;

AU-C 700.16a & ISA 700.13a

(b) The accounting policies selected and applied are
consistent with the applicable financial reporting
framework and are appropriate;

AU-C 700.16b & ISA 700.13b

(c) The accounting estimates made by management are

AU-C 700.16c & ISA 700.13c

AM: ISA 700.A4

Paragraph .21 of AU-C section 540, Auditing Accounting Estimates, Including Fair Value Accounting Estimates, and Related Disclosures.

Agenda Item 4A
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reasonable;
(d) The information presented in the financial statements is
relevant, reliable, comparable, and understandable;

.A8
FASB Concept Statement 6 Elements of Financial
Statements discusses qualitative characteristics of accounting
information. To be included in a particular set of financial
statements, an item must not only qualify under the definition of
an element but also must meet criteria for recognition and have
a relevant attribute (or surrogate for it) that is capable of
reasonably reliable measurement or estimate. Decisions about
recognizing, measuring, and displaying elements of financial
statements depend significantly on evaluations such as what
information is most relevant for investment, credit, and other
resource-allocation decisions and whether the information is
reliable enough to be trusted.11

AU-C 700.16d & ISA 700.13d

(e) The financial statements provide adequate disclosures to
enable the intended users to understand the effect of
material transactions and events on the information
conveyed in the financial statements; and (Ref: par.
.A89)

Disclosure of the Effect of Material Transactions and
Events on the Information Conveyed in the Financial
Statements (Ref: par. .1613e)

AU-C 700.16e & ISA 700.13e

.A9
.A8 It is common for financial statements prepared in
accordance with a general purpose framework to present an
entity’s financial position, results of operations, and cash flows.
In such circumstances, paragraph .1613e requires the auditor to
evaluate whether the financial statements provide adequate
disclosures to enable the intended users to understand the
effect of material transactions and events on the entity’s
financial position, results of operations, and cash flows.

(f) The terminology used in the financial statements,
including the title of each financial statement, is
appropriate.

111

AM: AU-C
700.A6

700.A8

&

AU-C 700.16f & ISA 700.13f

FASB Concept Statement 6, Elements of Financial Statements, paragraph 23 and footnote 16.

Agenda Item 4A
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14.
.17 The auditor’s evaluation about whether the financial
statements achieve fair presentation should also include
consideration of the following:

AU-C 700.17 & ISA 700.14

(a) The overall presentation, structure and content of the
financial statements; and
(b) Whether the financial statements, including the related
notes, represent the underlying transactions and events
in a manner that achieves fair presentation. (Ref. par.
.A910)

15.
.18 The auditor should evaluate whether the financial
statements adequately refer to or describe the applicable
financial reporting framework. (Ref: par. .A1011–.A1314)

9

Evaluation of Whether the Financial Statements Achieve
Fair Presentation (Ref: par. .1714b)
.A10 .A9 As described in AU-C section 200, Overall
Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance With Generally Accepted Auditing
Standards, a financial reporting framework is a set of criteria
used to determine measurement, recognition, presentation, and
disclosure of all material items appearing in the financial
statements. The auditor’s professional judgment concerning the
fairness of the presentation of the financial statements is
applied within the context of the financial reporting framework.
Without that framework, the auditor would have no consistent
standard for evaluating the presentation of financial position,
results of operations, and cash flows in financial statements.
Description of the Applicable
Framework (Ref: par. .1815)

Financial

Reporting

.A11 .A10 As explained in AU-C section 200, the preparation
and fair presentation of the financial statements by
management and, when appropriate, those charged with
governance requires the inclusion of an adequate description of
the applicable financial reporting framework in the financial
statements.912 fn 14 That description is important because it

AU-C 700.A9
AM: ISA 700.A7

AU-C 700.18 & ISA 700.15
AM: AU-C 700.A10 & ISA
700.A10

Fn 1412 Paragraphs .A2–.A3 of section 200.
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advises users of the financial statements of the framework on
which the financial statements are based.
.A12 .A11 AThe description may indicate that the financial
statements arehave been prepared in accordance with a
particular applicable financial reportingthat framework. Such a
statement is appropriate only ifwhen the financial statements
comply with all the requirements of that framework that are
effective during the period covered by the financial statements.

AM: AU-C 700.A11 & ISA
700.A11

.A12 A description of the applicable financial reporting
framework that contains imprecise qualifying or limiting
language (for example, "the financial statements are in
substantial compliance with International Financial Reporting
Standards") is not an adequate description of that framework
because it may mislead users of the financial statements.

AM: AU-C 700.A12 & ISA
700.A12

.A13 .A13 Financial statements that are prepared in
accordance with one financial reporting framework and that
contain a note or supplementary statement reconciling the
results to those that would be shown under another framework
are not prepared in accordance with that other framework. This
is because the financial statements do not include all the
information in the manner required by that other framework.

[ISA 700.A13 not included –
not applicable in the US]
AM: AU-C 700.A13 & ISA
700.A14
AU-C 700.A13 & ISA 700.A15

.A14 The financial statements may, however, be prepared in
accordance with one applicable financial reporting framework
and, in addition, describe in the notes to the financial
statements the extent to which the financial statements comply
with another framework. Such information may not be required
by the applicable financial reporting framework but may be
presented as part of the basic financial statements. As
discussed in paragraph .59,61, such information is considered
an integral part of the financial statements if it cannot be clearly
Agenda Item 4A
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differentiated and, accordingly, is covered by the auditor’s
opinion.
Form of Opinion

Form of Opinion (Ref. par. 2118)

16.
.19 The auditor should express an unmodified opinion
when the auditor concludes that the financial statements are
presented fairly, in all material respects, in accordance with the
applicable financial reporting framework.

AU-C 700.19 & ISA 700.16

17.
.20 The auditor should modify the opinion in the
auditor’s report, in accordance with AU-C section 705, if the
auditor

AU-C 700.20 & ISA 700.17

(a) concludes that, based on the audit evidence obtained,
the financial statements as a whole are materially
misstated or
(b) is unable to obtain sufficient appropriate audit evidence
to conclude that the financial statements as a whole are
free from material misstatement.
18.
.21
If the auditor concludes that the financial
statements do not achieve fair presentation, the auditor should
discuss the matter with management and, depending on how
the matter is resolved, should determine whether it is necessary
to modify the opinion in the auditor’s report in accordance with
AU-C section 705. (Ref: par. .A1415–.A1516)

Agenda Item 4A

.A15 .A14 There may be cases when the financial
statements, although prepared in accordance with the
requirements of a fair presentation framework, do not achieve
fair presentation. When this is the case, it may be possible for
management to include additional disclosures in the financial
statements beyond those specifically required by the framework
or, in unusual circumstances, to depart from a requirement in
the framework in order to achieve fair presentation of the
financial statements, which would be extremely rare.

AU-C 700.21 & ISA 700.18

AM: AU-C 700.A14 & ISA
700.A16
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.A16 .A15 The “Accounting Principles Rule” (ET sec.
1.320.001) of the AICPA Code of Professional Conduct states
the following:

AM: AU-C 700.A15

A member shall not (1) express an opinion or state
affirmatively that the financial statements or other
financial data of any entity are presented in conformity
with generally accepted accounting principles or (2)
state that he or she is not aware of any material
modifications that should be made to such statements or
data in order for them to be in conformity with generally
accepted accounting principles, if such statements or
data contain any departure from an accounting principle
promulgated by bodies designated by Council to
establish such principles that has a material effect on
the statements or data taken as a whole. If, however,
the statements or data contain such a departure and the
member can demonstrate that due to unusual
circumstances the financial statements or data would
otherwise have been misleading, the member can
comply with the rule by describing the departure, its
approximate effects, if practicable, and the reasons why
compliance with the principle would result in a
misleading statement.

Auditor’s Report

Auditor’s Report (Ref. par. 2219)

19.
.22 The auditor’s report should be in writing and should
contain the elements in paragraphs .20–.42 , as applicable.
(Ref: par. .A1617–.A1718)

.A17 .A16 A written report encompasses reports issued in hard
copy format and those using an electronic medium.

Agenda Item 4A

.A18 .A17 The exhibit "Illustrations of Auditor’s Reports on
Financial Statements" contains illustrations of auditor’s reports on

AU-C 700.22 & ISA 700.20
AM: AU-C 700.16-.17 & ISA
700.A18-.A19
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financial statements incorporating the elements required by
paragraphs .23–.41.20–.42. With the exception of the Opinion
and Basis for Opinion sections, this proposed SAS does not
establish requirements for ordering the elements of the auditor’s
report. However, this proposed SAS requires the use of specific
headings, which are intended to assist in making auditor’s reports
that refer to audits that have been conducted in accordance with
GAAS more recognizable, particularly, in situations when the
elements of the auditor’s report are presented in an order that
differs from the illustrative auditor’s reports in the exhibit to this
proposed SAS.

ASB supported ISA wording
(5/2016)
Included
reference
to
elements that should be
included
in
the
report
because the ASB agreed that
all elements should be in the
report and not on a website or
in appendix as permitted by
ISA 700.

Auditor’s Report for Audits Conducted in Accordance With
GAAS

Auditor’s Report for Audits Conducted in Accordance With
GAAS

Title

Title (Ref: par. 2320)

20.
.23 The auditor’s report should have a title that
includes the word independent to clearly indicateindicates that it
is the report of an independent auditor. (Ref. par. .A18238)

.A18 A title indicating the report is the report of an independent AU-C 700.23 & ISA 700. 21

Agenda Item 4A

auditor (for example, "Independent Auditor’s Report") affirms that
the auditor has met all of the relevant ethical requirements
regarding independence and, therefore, distinguishes the
independent auditor’s report from reports issued by others.
Section 200 provides guidance on reporting when the auditor is
not independent.

AM: AU-C 700.A18 & ISA
700.A20
The task force agreed the
proposed SAS should use the
wording
from
ISA 700
(Revised) and not include the
words “that includes the word
independent” from AU-C 700.
The task force believes that
the new requirement in
paragraph 28 of ISA 700
(Revised), when included in
the proposed SAS, will
provide readers with sufficient
information
about
the
independence of the auditor
and there is no need to also
require the word in the title.
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(4/7/16)
The ASB agreed with the task
force (5/2016)
Addressee

Addressee (Ref: par. 2421)

21.
.24 The auditor’s report should be addressed, as
required byappropriate, based on the circumstances of the
engagement. (Ref: par. .A19)

.A19 .A19 The auditor’s report is normally addressed to those
for whom the report is prepared. The report may be addressed to
the entity whose financial statements are being audited or to
those charged with governance. A report on the financial
statements of an unincorporated entity may be addressed as
circumstances dictate (for example, to the partners, general
partner, or proprietor). Occasionally, an auditor may be retained
to audit the financial statements of an entity that is not a client; in
such a case, the report may be addressed to the client and not to
those charged with governance of the entity whose financial
statements are being audited.

Auditor’s Opinion

AU-C 700.24 & ISA 700.22
AM: AU-C 700.A19 & ISA
700.A21
ASB supported ISA 700
(Revised) wording (5/2016)

Auditor’s Opinion

22.
.34 The first section of the auditor’s report should
include a section withthe auditor’s opinion and should have the
heading "Opinion."

AU-C 700.34 & ISA 700.23
New Placement of opinion
first.
ASB supports convergence

23.
Introductory Paragraph .25 The introductory paragraph
inopinion section of the auditor’s report should also: (Ref: par.
.A20–.A2322)

AU-C 700.25 & ISA 700.24
New placement of content in
the opinion paragraph
ASB supported task force’s
proposed wording for AU-C
700, pars. 27-29. (May 2016
ASB Meeting)

a. identify the entity whose financial statements have been
audited.;

b. state that the financial statements have been audited,;
Agenda Item 4A

.A20

.A20 The introductory paragraph The auditor’s report

AM: AU-C 700.A20 & ISA
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c.

identify the title of each statement thatcomprising the
financial statements comprise, and;

states, for example, that the auditor has "audited the
accompanying financial statements of ABC Company, which
comprise the balance sheet as of December 31, 20X1, and the
related statements of income, changes in stockholders’ equity,
and cash flows for the year then ended, and the related notes to
the financial statements." If the financial statements include a
separate statement of changes in stockholders’ equity accounts
or a separate statement of comprehensive income, paragraph
.2523c requires such statements to be identified in the
introductory paragraph of the report as a statement to which the
financial statements are comprisedopinion section, but they need
not be reported onreferred to separately in the opinion paragraph
because changes in stockholders’ equity accounts and
comprehensive income are considered part of the presentation of
financial position, results of operations, and cash flows.

700.A22

.A21 .A23 The identification of the title for each statement that
the financial statements comprise may be achieved by
referencing the table of contents.

AM: AU-C 700.A23

.A22 .A21 When the auditor is aware that the audited financial
statements will be included in a document that contains other
information, such as an annual report, the auditor may consider,
if the form of presentation allows, identifying the page numbers
on which the audited financial statements are presented. This
helps users identify the financial statements to which the
auditor’s report relates.
d. refer to the notes; and

ASB supported using ISA
convention of “comprise”
(5/2016)

AM: AU-C 700.A21 & ISA
700.A23

Task force agreed to include
reference to the notes. Task
force
did
not
include
summary
of
significant
account policies because in
the U.S. that is included in the
notes
to
the
financial
statements. (4/7/16)

de. specify the date of or period covered by, each financial
Agenda Item 4A
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statement thatcomprising the financial statements
comprise.
24.
.35
When expressing an unmodified opinion on
financial statements, the auditor’s opinion should state that in
our opinion, the accompanying financial statements present
fairly, in all material respects, the financial position of the entity
as of the balance sheet date and the results of its operations
and its cash flows for the period then ended, in accordance with
the applicable financial reporting framework. (Ref: par. .A911
and .A2923–.A3026)

Agenda Item 4A

.A23 When the auditor expresses an unmodified opinion, it is
not appropriate to use phrases such as “with the foregoing
explanation” or “subject to” in relation to the opinion, as these
suggest a conditional opinion or a weakening or modification of
the opinion.A22
.A24 The auditor’s opinion covers the complete set of financial
statements, as defined by the applicable financial reporting
framework. For example, in the case of many general purpose
frameworks, the financial statements include a balance sheet; an
income statement; a statement of changes in equity; and a cash
flow statement, including related notes. In some circumstances,
additional or different statements, schedules, or information also
might be considered to be an integral part of the financial
statements.

AU-C 700.35 & ISA 700.25
AM: ISA 700.A25
AM: AU-C 700.A22 & ISA
700.A26

Task force agreed to the
difference from ISA 700
(Revised) because there are
only
fair
presentation
frameworks in the U.S.
therefore there is no need to
make a distinction in the
proposed SAS. (4/7/16)

.A25 .A29 Description of information that the financial
statements present. The auditor’s opinion states that the financial
statements present fairly, in all material respects, the
informationmatters that the financial statements are designed to
present.

AM: AU-C 700.A29 & ISA
700.A27

.A26 .A30 The title of the financial statements identified in the
introductory paragraph of the auditor’s reportopinion section (see
paragraph .2523c) describes the information that is the subject of
the auditor’s opinion.

AM: AU-C 700.A30
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25.
.36 The auditor’s opinion should identify the applicable
financial reporting framework and its origin. (Ref: par. .A3127)

Basis for Opinion
26.
The auditor’s report should include a section, directly
following the Opinion section, with the heading “Basis for
Opinion”, that: (Ref. par. .A28)

.A27 .A31 Description of the applicable financial reporting
framework and how it may affect the auditor’s opinion (Ref: par.
.3625). The identification of the applicable financial reporting
framework in the auditor’s opinion is intended to advise users of
the auditor’s report of the context in which the auditor’s opinion is
expressed; it is not intended to limit the evaluation required in
paragraph 17.14. For example, the applicable financial reporting
framework may be identified as accounting principles generally
accepted in the United States of America or U.S. generally
accepted accounting principles or International Financial
Reporting Standards promulgated by the International Accounting
Standards Board (IASB) or International Financial Reporting
Standard for Small and Medium-Sized Entities promulgated by
the IASB.

AU-C 700.36 & ISA 700.27
AM: AU-C 700.A31 & ISA
700.A28
Used extant wording to make
the proposed SAS framework
neutral.

Basis for Opinion (Ref: par. 26)
.A28 The Basis for Opinion section provides important context
about the auditor’s opinion. Accordingly, this proposed SAS
requires the Basis for Opinion section to directly follow the
Opinion section in the auditor’s report.

ISA 700.28
AM: ISA 700.A32
TF agreed to include a
requirement for a Basis for
Opinion paragraph in an
unmodified
opinion.
TF
agreed this would be placed
directly following the opinion
section when the opinion
section is required to be
placed first.
ASB
supported
wording (5/2016)

.31 The auditor’s report should state(a) states that the audit
was conducted in accordance with generally accepted auditing
standards and should identify the United States of America as
the country of origin of those standards. The auditor’s report
Agenda Item 4A

.A29 A27 The reference to the standards used conveys to the
users of the auditor’s report that the audit has been conducted in
accordance with established standards. For example, the
auditor’s report may refer to auditing standards generally
accepted in the United States of America or U.S. generally

proposed

AU-C 700.31 & ISA 700.28(a)
AM: AU-C 700.A27 & ISA
700.A33
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should also explain that those standards require that the
auditor plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from
material misstatement. (Ref: par. .A27–.A28)

accepted auditing standards.
.A30 .A28 In accordance with AU-C section 200, the auditor
does not represent compliance with GAAS in the auditor’s report,
unless the auditor has complied with the requirements of section
200 and all other AU-C sections relevant to the audit.1013 fn 16

AM: AU-C 700.A28

ISA 700.28(b)

(b) Refers to the section of the auditor’s report that describes the
auditor’s responsibilities under GAAS;

New ISA 700 words
Task force agreed to add this
to the proposed SAS to
converge with ISA 700
(Revised)

(c) Includes a statement that the auditor is independent of the
entity in accordance with the relevant ethical requirements
relating to the audit, and has fulfilled the auditor’s other ethical
responsibilities in accordance with these requirements. The
statement should refer to relevant ethical requirements; and
(Ref. par. .A31–.A32)

Relevant ethical requirements (Ref: par. 26(c))
.A31 AU-C section 200 explains that relevant ethical
requirements consist of the AICPA Code of Professional Conduct
together with rules of state boards of accountancy and applicable
regulatory agencies that are more restrictive.14
.A32 Relevant ethical requirements, including those pertaining
to independence, in a group audit situation may be complex. AUC section 60015 provides guidance for auditors in performing
work on the financial information of a component for a group
audit, including those situations when the component auditor
does not meet the independence requirements that are relevant
to the group audit.

ISA 700.28(c)
AM: ISA 700.A34
New ISA 700 words –
independence and ethical
requirements
Task force believes there will
need to be application
material to explain relevant
ethical requirements, yellow
book, state, SEC, DOL
(4/7/16)
ASB asked the task force to
include application guidance to
explain
the
different
independence rules in the US
that may need to be complied
with. To be considered when

10

Fn 1613 Paragraph .22 of AU-C section 200.
Paragraph .A15 of AU-C section 200.
15 Paragraph .22-.23, AU-C section 600.
14
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TF
develops
material. (5/2016).
.33 The auditor’s report should state(d) States 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.

application

AU-C 700.33 & ISA 700.28(d)
Task force agrees with this
content

Going Concern
27.
When applicable, the auditor should report in accordance
with AU-C section 570.

ISA 700.29
New ISA 700 wording – Going
concern

Key Audit Matters

Key Audit Matters (Ref. par. 28)

28.
When the auditor is required or decides to communicate
key audit matters in the auditor’s report, the auditor should do
so in accordance with AU-C section 701. (Ref. par. .A33–.A36)

.A33 Law or regulation may require communication of key
audit matters.
.A34 The auditor may decide to communicate key audit
matters for certain entities, including those that may be of
significant public interest, for example because they have a large
number and wide range of stakeholders and considering the
nature and size of the business. Examples of such entities may
include financial institutions (such as banks, insurance
companies, and pension funds), and other entities such as
charities.

ISA 700.31
AM: ISA 700.A40
Task force supports developing
a new standard to address
KAM. The task force will add
application material to address
who might require the auditor
to include KAM (insurance
commission, state regulators,
banks, industry regulator, terms
of the engagement).
AM: ISA 700.41

.A35
AU-C section 210 requires the audit engagement letter
or other suitable form of written agreement to include reference
to the expected form and content of any reports to be issued by

Agenda Item 4A

AM: ISA 700.A42
Note: the content in .A35 will
need to be revised once KAM
Page 21 of 52

Auditor Reporting – Proposed AU-C 700
ASB Meeting, October 17-20, 2016
the auditor.16

is developed in the US and the
task force determines the
amendments necessary to AUC 210.

.A36 Considerations Specific to Public Sector Entities. An
auditor of a public sector entity may be required by law or
regulation or may otherwise decide to communicate key audit
matters in the auditor’s report.

AM: ISA 700.A43

Other Information
29.
When applicable, the auditor should report in accordance
with AU-C 720 (Revised)

Management’s ResponsibilityResponsibilities for the Financial
Statements

30.
.26 The auditor’s report should include a section with the
heading "Responsibilities of Management’s Responsibility for the
Financial Statements."

ISA 700.32
New ISA 700 wording – other
information

Management’s ResponsibilityResponsibilities for the Financial
Statements (Ref: par. .2730–.2833)

ISA 700 – changed title
TF agreed to title change

AU-C 700.26 & ISA 700.33
New ISA 700 wording
AU-C 700 did not include the
second sentence in par 33 of
ISA 700 because the board
believed that this is talking
about jurisdictions where the
structure of the boards and
corporate law are different than
in the U.S. and therefore, it is
sufficient
to
discuss
management’s responsibilities
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for the preparation
presentation of the f/s.
31.
.27 TheThis section of the auditor’s report should describe
management’s responsibility for

and

AU-C 700.27 & ISA 700.34
ASB supported task
proposed wording.

force

the preparation and fair presentation of the financial statements.
The description should include an explanation that management is
responsible for(a) the preparation and fair presentation of the
financial statements in accordance with the applicable financial
reporting framework; this responsibility includes the design,
implementation, and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or
error.; and (Ref: par. .A2437)

.A37 .A24 Section AU-C section 200 explains the premise
relating to the responsibilities of management and, when
appropriate, those charged with governance on which an audit in
accordance with GAAS is conducted.1117 fn 15 Management and,
when appropriate, those charged with governance accept
responsibility for the preparation of the financial statements in
accordance with the applicable financial reporting framework,
including their fair presentation. Management also accepts
responsibility for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement,
whether due to fraud or error. The description of management’s
responsibilities in the auditor’s report includes reference to both
responsibilities because it helps explain to users the premise on
which an audit is conducted. AU-C section 260 uses the term
those charged with governance to describe the person(s) or
organization(s) with responsibility for overseeing the entity, and
provides a discussion about the diversity of governance
structures by entity.

AU-C 700.27 & ISA 700.34(a)

(b) Assessing the entity’s ability to continue as a going concern
in accordance with the applicable financial reporting framework
and whether the use of the going concern basis of accounting
is appropriate. (Ref. par. .A38)

.A38 [Placeholder for application material to be included
pending GC task force discussion and development of reporting
requirements and illustrations. Add application material relevant
to FASB, GASB, and IFRS.]

ISA 700.34(b)

AM: AU-C 700.A24 & ISA
700.A44.
Extant AU-C 700 used
different wording from ISA
700
to
better
convey
management’s
responsibilities.
TF continues to agree with
this wording and is proposing
to use extant AU-C 700
wording. These words are
consistent with paragraph .A2
of AU-C section 200.

AM: ISA 700.A48)
New ISA 700 wording – going
concern
Task

11

force

agreed

the

Fn 1517 Paragraphs .05 and .A2 of AU-C section 200.
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requirement
should
be
framework
neutral.
Application
material
can
provide IFRS and GAAP (and
maybe
GASB)
wording
examples.
ASB asked the TF to consider
GC wording because globally
the wording did not pick up
the basis of accounting as
framework neutral. (5/2016)
32.
This section of the auditor’s report should also identify
those responsible for the oversight of the financial reporting
process, when those responsible for such oversight are different
from those who fulfill the responsibilities described in paragraph
.31. In this case, the heading of this section should also refer to
“Those Charged with Governance” or other appropriate term. (Ref.
par. .A39–.A40)

Oversight of the financial reporting process (Ref: par. 35)

ISA 700.35

.A39 AU-C section 260 requires the auditor to determine the
appropriate person(s) within the governance structure with whom to
communicate.18 This includes those responsible for overseeing the
financial reporting process. Examples of other appropriate terms for
“those charged with governance” include the audit committee or the
board of directors.

AM: ISA 700.A49

.A40 When individuals responsible for the oversight of the
financial reporting process are the same as those responsible for
the preparation of the financial statements, no reference to
oversight responsibilities is required.

18

New ISA 700 wording –
oversight of financial reporting
process
AU-C 260 requires the auditor
to determine the appropriate
person(s)
within
the
governance structure with
whom to communicate. This
includes those responsible for
overseeing
the
financial
reporting
process.
ASB
recommended the task force
include in application material
that ties to AU-C 260 and those
charged with governance.
(5/2016). The task force
discussed
including
audit
committees in the application
material as an example of an

Paragraph .07 of AU-C section 260.
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“other appropriate term.”
33.
.28 The description about management’s responsibility
for the financial statements in the auditor’s report should not be
referenced to a separate statement by management about such
responsibilities even if such a statement is included in a
document containing the auditor’s report. (Ref: par. .A2541)

Auditor’s Responsibility Responsibilities for the Audit of the
Financial Statements

.A41 .A25 In some instances, a document containing the
auditor’s report may include a separate statement by
management regarding its responsibility for the preparation of the
financial statements. Any elaboration in the auditor’s report about
management’s responsibilities regarding the preparation of the
financial statements, or reference to a separate statement by
management about such responsibilities if one is included in a
document containing the auditor’s report, may lead users to
erroneously believe that the auditor is providing assurances
about representations made by management about their
responsibility for financial reporting, internal control, and other
matters that might be discussed in the management report.

AU-C 700.28

Auditor’s ResponsibilityResponsibilities for the Audit of the
Financial Statements (Ref. par. .30-.3134–37)

ISA 700 – changed title

34.
.29 The auditor’s report should include a section with
the heading "Auditor’s Responsibility.”Responsibilities for the
Audit of the Financial Statements."

35.
.A42)

This section of the auditor’s report should: (Ref. par.

Agenda Item 4A

Included in extant AU-C 700
from Interpretation – AU
9508.52
TF believes this paragraph is
appropriate to continue to
include.

AU-C 700.29 & ISA 700.37
Changed title

.A42 The description of the auditor’s responsibilities as
required by paragraphs .34–.37 of this proposed SAS may be
tailored to reflect the specific nature of the entity, for example,
when the auditor’s report addresses consolidated financial
statements. Illustration 2 in the Appendix to this proposed SAS
includes an example of how this may be done.

(a) State that the objectives of the auditor are to:
.31 The auditor’s report should state that the audit was
conducted in accordance with generally accepted auditing
standards and should identify the United States of America as

AM: AU-C 700.A25

AM: ISA 700.A50
Note: update illustration 2
once we add examples.

ISA 700.38(a)
Objectives of the Auditor (Ref. par. 35(a))
.A43 .A26 The auditor’s report statesexplains that the
objectives of the auditor’s responsibility is to express an opinion

AU-C
700.31
700.38(a)(i)

&

ISA
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the country of origin of those standards. The auditor’s report
should also explain that those standards require that the
auditor plan and perform the audit to(i) obtain reasonable
assurance about whether the financial statements are free from
material misstatement, whether due to fraud or error; and .
(Ref: par. .A27–.A2843)

on are to obtain reasonable assurance about whether the
financial statements based on the audit in order toas a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes the auditor’s
opinion.
These are in contrast it to management’s
responsibilityresponsibilities for the preparation of the financial
statements.

AM: AU-C 700.A26 & ISA
700.A51

AU-C
700.30
700.38(a)(ii)

.30 The(ii) Issue an auditor’s report should state that the
responsibility ofincludes the auditor is to express an’s opinion
on the financial statements based on the audit. (Ref: par. .A26)

&

ISA

PCAOB includes this in the
basis for opinion paragraph
(b) State that reasonable assurance is a high level of
assurance, but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance
with GAAS will always detect a material misstatement
when it exists; and (Ref. par. .A44)

.A44

The auditor is not expected to, and cannot, reduce audit
risk to zero and cannot, therefore, obtain absolute assurance that
the financial statements are free from material misstatement due
to fraud or error. This is because inherent limitations of an audit
exist, which result in most of the audit evidence on which the
auditor draws conclusions and bases the auditor’s opinion being
persuasive rather than conclusive.19 Because of the inherent
limitations of an audit, there is an unavoidable risk that some
material misstatements of the financial statements may not be
detected, even though the audit is properly planned and
performed in accordance with GAAS.20

ISA 700.38(b)
At the May
meeting the
discussed other
describing
assurance. The
the task force
working on this.

2016 ASB
task force
options for
reasonable
ASB asked
to continue

After further discussion, the
task
force
supported
converging as closely as
possible to ISA 700 (revised)
and is recommending adding
“but
is
not
absolute
assurance and therefore is
not a guarantee”.
AU 230.13 (pre-clarity) said

19
20

AU-C 200, Overall Objectives of the Independent Auditor, paragraph A49
AU-C 200, Overall Objectives of the Independent Auditor, paragraph A56
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“Since the auditor’s opinion
on the financial statements is
based on the concept of
obtaining
reasonable
assurance, the auditor is not
an insurer and his or her
report does not constitute a
guarantee. Therefore, the
subsequent discovery that a
material
misstatement,
whether from error or fraud,
exists
in
the
financial
statements does not, in and
of itself, evidence (a) failure
to
obtain
reasonable
assurance, (b) inadequate
planning, performance, or
judgment, (c) the absence of
due professional care, or (d)
a failure to comply with
GAAS.
(c)

State that misstatements can arise from fraud or error, and
describe that they are considered material if, individually or
in the aggregate, they could reasonably be expected to
influence the economic decisions of users made on the
basis of these financial statements. 21

36.
The Auditor’s Responsibilities for the Audit of the
Financial Statements section of the auditor’s report should
further:
(a) State that, as part of an audit in accordance with GAAS,
the auditor exercises professional judgment and maintains

21

.A45 When the applicable financial reporting framework
defines materiality differently from that in AU-C 320, the auditor’s
report may need to reflect the definition or description of
materiality from the applicable financial reporting framework.

ISA 700.38(c)

ISA 700.39

ISA 700.39(a)
Task

force

supports

AU-C 320, Materiality in Planning and Performing an Audit, paragraph 2
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convergence.

professional skepticism throughout the audit; and
(b)

Describe an audit
responsibilities are:.

by

stating

that

the

auditor’s

.32 The auditor’s report should describe an(i) To identify and
assess the risks of material misstatement of the financial
statements, whether due to fraud or error; to design and
perform audit by stating that
a.

an audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
financial statements.responsive to those risks; and to
obtain audit evidence that is sufficient and appropriate to
provide a basis for the auditor’s opinion. The risk of not
detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may
involve
collusion,
forgery,
intentional
omissions,
misrepresentations, or the override of internal control.

.32 b. the procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers(ii) To obtain an understanding of internal control
relevant to the entity’s preparation and fair presentation of
the financial statementsaudit 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, and accordingly.
22

ISA 700.39(b)
.A46 The risk of not detecting a material misstatement
resulting from fraud is higher than the risk of not detecting one
resulting from 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. Such attempts at
concealment may be even more difficult to detect when
accompanied by collusion.22

Task
force
supports
convergence. Task force also
supports inclusion of last
sentence because it is based
on AU-C 240.06; However, at
the May 2016 meeting, an
ASB
member
expressed
concerns with this sentence
and asked that we consider
wording that speaks to the
increased
difficulty
of
detecting
material
fraud
rather than an “increased
risk” of not detecting material
fraud. Because the wording is
consistent with AU-C 240, the
task force has retained the
wording but believes that
further application material is
necessary.
AU-C 700.32

Paragraph .06 of AU-C 240.
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Accordingly, no such opinion is expressed.
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 financial statements, the
auditor should omit the phrase required in paragraph .32b that
following: “the auditor’s consideration of internal control is not
for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control, and accordingly. Accordingly, no
such opinion is expressed. (.32)

.32 c. an audit also includes evaluating(iii) To evaluate the
appropriateness of the accounting policies used and
the reasonableness of significant accounting estimates
made by management, as well as the overall
presentation of the financial statements.
(iv) To conclude on the entity’s ability to continue as a going
concern and on the appropriateness of management’s use
of the going concern basis of accounting. (Ref. par. .A47)

Task
force
supports
continuing to use extant AU-C
700 placement and keep
these words here rather than
in 40(b)(v) below.
.A47
IFRS]

[Add application material relevant to FASB, GASB, and

New to ISA 700 – going
concern
Note: .A47 is a placeholder to
add AM at a later date.

At the May 2016 ASB
meeting, the ASB asked the
task
force
to
consider
whether this is consistent with
US framework.
(c) When AU-C 600 applies, further describe the auditor’s
responsibilities in a group audit engagement by stating that:

New to ISA 700—ISA 600
content.

(i)
The auditor is responsible for the direction,
supervision and performance of the group audit;
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(ii) The auditor’s responsibilities are to obtain sufficient
appropriate audit evidence regarding the financial
information of the components and the consolidation
process to express an opinion on the group financial
statements; and
(iii) The auditor remains solely responsible for the
auditor’s opinion, but when making reference in the
auditor’s report to a component auditor, the auditor’s
opinion is based on the audit and the report of the other
auditor. (Ref. par. .A48)
37.
The Auditor’s Responsibilities for the Audit of the Financial
Statements section of the auditor’s report also should:

Agenda Item 4A

.A48
AU-C section 600 provides requirements and guidance
for the auditor’s determination of whether to make reference to a
component auditor in the auditor’s report on the group financial
statements, including how such reference is to be made in the
auditor’s report.

Task force discussed how to
address
divided
responsibilities in the U.S.
and is seeking further input
from the ASB on the most
appropriate wording.
ISA 700.40
New section to further expand
on auditor’s responsibilities
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New
to
ISA
700
–
communications with those
charged with governance The
task
force
supported
convergence and believes
this is helpful information.

(a) State that the auditor communicates with those charged
with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit
findings, including any significant deficiencies and material
weaknesses in internal control that the auditor identifies
during the audit;
(b) For audits of financial statements for which key audit
matters are communicated in accordance with proposed
AU-C section 701, state that, ….

Auditor’s responsibilities relating to proposed AU-C 701 (Ref:
Para. 37(b))
.A49

[placeholder for KAM application material]

ISA 700.40(c)
AM: ISA 700.A53
37b
and
.A49Error!
Reference
source
not
found. to be completed once
ASB discusses KAM in the
US (proposed AU-C 701)

Other Reporting Responsibilities

Other Reporting Responsibilities (Ref. par. .37-.38-.39)

38.
.37 If the auditor addresses other reporting
responsibilities in the auditor’s report on the financial
statements that are in addition to the auditor’s responsibility
under GAAS to report on the financial statements, these other
reporting responsibilities should be addressed in a separate
section in the auditor’s report that should be subtitledwith a
heading titled "Report on Other Legal and Regulatory
Requirements" or otherwise, as appropriate to the content of
the section . (Ref: par. .A3250–.A3351)

.A50 .A32 In some circumstances, the auditor may have
additional responsibilities to report on other matters that are
supplementary to the auditor’s responsibility under GAAS to
report on the financial statements. The form and content of the
"Other Reporting Responsibilities" section of the auditor’s report
described in paragraph.37 38 will vary depending on the nature
of the auditor’s other reporting responsibilities. For example, for
audits conducted under Government Auditing Standards, the
auditor may be required to report on internal control over financial
reporting and compliance with laws, regulations, and provisions
of contracts or grant agreements, which may be included in the
"Other Reporting Responsibilities" section of the auditor’s
report.1223 fn 17 However, when the auditor is engaged or required
by law or regulation to perform a compliance audit in accordance
with GAAS, Government Auditing Standards, and a governmental
audit requirement, reporting requirements in section 935,

12

AU-C 700.37 & ISA 700.43
AM: AU-C 700.A32 & ISA
700.A58

Fn 1723 See AICPA Audit and Accounting Guide State and Local Governments for illustrative auditor reports.
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Compliance Audits, apply.

.A51 .A3354 In some cases, the relevant law or regulation may
require or permit the auditor to report on these other
responsibilities within the auditor’s report on the financial
statements. In other cases, the auditor may be required or
permitted to report on them in a separate report.

AM: AU-C 700.A33 & ISA
700.A59

39.
38 If the auditor’s report contains a separate section
onthat addresses other reporting responsibilities, the headings,
statements, and explanations referred to inrequirements of
paragraphs .2524–.3642 should be included under the subtitle
a section with a heading "Report on the Audit of the Financial
Statements." The "Report on Other Legal and Regulatory
Requirements" should follow the "Report on the Audit of the
Financial Statements." (Ref: par. .A3456)

.A52 .A3456 These other reporting responsibilities are
addressed in a separate section of the auditor’s report in order to
clearly distinguish them from the auditor’s responsibility under
GAAS to report on the financial statements. When relevant, this
section may contain subheading(s) that describe(s) the content of
the other reporting responsibility paragraph(s).

AU-C 700.38

Signature of the Auditor

Signature of the Auditor (Ref. par. .3940)

40.
.39 The auditor’s report should include the manual or
printed signature of the auditor’s firm. (Ref: par. .A3553–
.A3655)

.A53 In some cases, law or regulation may allow for the use of
electronic signatures in the auditor’s report.

Agenda Item 4A

.A54 .A35 In certain situations, the auditor’s report may be
required by law or regulation to include the personal name and
signature of the auditor, in addition to the auditor’s firm. In
addition to the auditor’s signature, in certain circumstances, the
auditor may be required to declare in the auditor’s report the
auditor’s professional accountancy designation or the fact that
the auditor or firm, as appropriate, has been recognized by the
appropriate licensing authority.

AM: AU-C 700.A34

AU-C 700.39 & ISA 700.47
AM: AU-C 700.A35 & ISA
700.A64 & A65
The task force believes that the
extant AU-C 700 language
provides better clarity. .
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.A55 .A36 Considerations specific to governmental entities.
This section would not preclude a governmental auditor from
including the personal name and signature of the auditor in the
auditor’s report when, in certain situations, the governmental
auditor is required by law or regulation or chooses to do so.
Auditor’s Address

Auditor’s Address (Ref. par. .4041)

41.
.40 The auditor’s report should name the city and state
where the auditor practices’s report is issued. (Ref: par. .A37)

.A56 .A37 In the United States, the location of the issuing
office is the city and state. In another country, it may be the city
and country.

AM: AU-C 700.A36

AU-C 700.40 & ISA 700.48
AM: AU-C 700.A37
The task force discussed the
differences between where the
auditor practices and where
the auditor’s report has been
issued (PCAOB) to determine
whether there is a practical
difference.
ASB supported
issuing office.

Date of the Auditor’s Report

Date of the Auditor’s Report (Ref. par. .4142)

42.
.41 The auditor’s report should 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 financial statements, including evidence that
(Ref. par. .A57)

.A57 .A39 Section AU-C section 220, Quality Control for an
Engagement Conducted in Accordance With Generally Accepted
Auditing Standards, requires that on or before the date of the
auditor’s report, the engagement partner, through a review of the
audit documentation and discussion with the engagement team,
be satisfied that sufficient appropriate audit evidence has been
obtained to support the conclusions reached and for the auditor’s
report to be issued.1324 fn 18 SectionAU-C section 220 also

13

AU-C 700.41 & ISA 700.49
AM: AU-C 700.A39
ASB supported the proposed
wording and recommended the
task force consider including a
reference to paragraph .18 and

Fn 1824 See paragraphs .19 and .A17 of AU-C section 220, Quality Control for an Engagement Conducted in Accordance With Generally Accepted Auditing Standards, for
further discussion.
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requires that the auditor’s report not be released prior to the
completion of the engagement quality control review.1425 fn 19

a.

the audit documentation has been reviewed;

ba.

all the statements that comprise the financial
statements comprise, including the related notes, have
been prepared; and

cb.

management has asserted that they have taken
responsibility for those financial statements. (Ref: par.
.A3858–.A4160)

14

.19 of AU-C 220 as application
material as it relates to the
requirement
for
audit
documentation to be reviewed.
AU-C 700 added this to
conform to paragraph .01 of
AU section 530 Dating of the
Independent Auditor’s Report.

.A58 .A38 The date of the auditor’s report informs the user of
the auditor’s report that the auditor has considered the effect of
events and transactions of which the auditor became aware and
that occurred up to that date. The auditor’s responsibility for
events and transactions after the date of the auditor’s report is
addressed in AU-C section 560.

AM: AU-C 700.A38 & ISA
700.A66

.A59 .A40 Because the auditor’s opinion is provided on the
financial statements, and the financial statements are the
responsibility of management, the auditor is not in a position to
conclude that sufficient appropriate audit evidence has been
obtained until evidence is obtained that all the statements that
comprise the financial statements comprise, including the related
notes, have been prepared, and management has accepted
responsibility for them.

AM: AU-C 700.A40 & ISA
700.A678

.A60 .A41 Considerations specific to governmental entities. In
some circumstances, final approval of the financial statements by
governmental legislative bodies (or subsets of such legislative

AM: AU-C 700.A41 & ISA
700.A69

Fn 1925 Paragraph .21 of AU-C section 220.
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bodies) is required before the financial statements are issued. In
these circumstances, final approval by such legislative bodies (or
subsets of such legislative bodies) is not necessary for the
auditor to conclude that sufficient appropriate audit evidence has
been obtained. The date of approval of the financial statements,
for purposes of GAAS, is the earlier date on which those with the
recognized authority determine that all the statements that
comprise the financial statements comprise, including the related
notes, have been prepared and that those with the recognized
authority have asserted that they have taken responsibility for
them.
Auditor’s Report Prescribed by Law or Regulation

Auditor’s Report Prescribed by Law or Regulation (Ref: Par.43 )

43. If the auditor is required by law or regulation of a specific
jurisdiction to use a specific layout, or wording of the auditor’s
report, the auditor’s report should refer to auditing standards
generally accepted in the United States of America only if the
auditor’s report includes, at a minimum, each of the following
elements: (Ref. par. .A61–x.xx)

.A61 AU-C section 200 explains that the auditor may be
required to comply with other auditing requirements in addition to
GAAS. GAAS do not override law or regulation that governs an
audit of financial statements.26 When the differences between the
legal or regulatory requirements and GAAS relate only to the
layout and wording of the auditor’s report, the requirements in
paragraph 43(a)–(n) set out the minimum elements to be
included in the auditor’s report to enable a reference to the
Auditing Standards Generally Accepted in the United States of
America. In those circumstances, the requirements in paragraphs
20–42 that are not included in paragraph 43(a)–(n) do not need
to be applied including, for example, the required ordering of the
Opinion and Basis for Opinion sections.

ISA 700.50
AM: ISA 700.A70

(a) A title.
(b) An addressee, as required by the circumstances of the
engagement.
(c) An Opinion section containing an expression of opinion
on the financial statements and a reference to the
applicable financial reporting framework used to prepare
26

Paragraph .A60 of AU-C 200.
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the financial statements (including identifying its origin,
see paragraph 25).
(d) An identification of the entity’s financial statements that
have been audited.
(e) A statement that the auditor is independent of the entity
in accordance with the relevant ethical requirements
relating to the audit, and has fulfilled the auditor’s other
ethical responsibilities in accordance with these
requirements.
(f) When applicable, a section that addresses, and is not
inconsistent with, the reporting requirements in AU-C
section 570.

Tie in to AU-C 570 project

(g) When applicable, a Basis for Qualified (or Adverse)
Opinion section that addresses, and is not inconsistent
with, the reporting requirements in AU-C section 570.

Tie in to Au-C 570 project

(h) When applicable, a section that includes the information
required by proposed AU-C section 701, or additional
information about the audit that is prescribed by law or
regulation and that addresses, and is not inconsistent
with, the reporting requirements in that AU-C section.

Information Required by AU-C section 701 (Ref: par. 43(h))
X.XX Law or regulation may require the auditor to provide
additional information about the audit that was performed, which
may include information that is consistent with the objectives of
proposed AU-C section 701, or may prescribe the nature and
extent of communication about such matters.

X.XX GAAS do not override law or regulation that governs an
audit of financial statements. When proposed AU-C 701 is
applicable, reference can only be made to GAAS in the auditor’s
report if, in applying the law or regulation, the section required by
paragraph 43(h) of this proposed SAS is not inconsistent with
the reporting requirements in proposed AU-C section 701. In
Agenda Item 4A

Tie in to KAM in the US.
The need for this application
material will be considered
once the ASB discusses the
use of KAM in the US. This
content may not all be
relevant in the US.
AM: ISA 700.A72
AM: ISA 700.A73
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such circumstances, the auditor may need to tailor certain
aspects of the communication of key audit matters in the
auditor’s report required by proposed AU-C section 701, for
example by:
 Modifying the heading “Key Audit Matters”, if law or
regulation prescribes a specific heading;
 Explaining why the information required by law or
regulation is being provided in the auditor’s report, for
example by making a reference to the relevant law or
regulation and describing how that information relates to
the key audit matters;
 When law or regulation prescribes the nature and extent of
the description, supplementing the prescribed information
to achieve an overall description of each key audit matter
that is consistent with the requirement in paragraph xx of
proposed AU-C section 701.
X.XX AU-C section 210 deals with circumstances when law or
regulation prescribes a specific layout, form or wording of the
auditor’s report that significantly differs from the requirements of
GAAS, which in particular includes the auditor’s opinion. In these
circumstances, AU-C 210 requires the auditor to evaluate:
(a)

Whether users might misunderstand the auditor’s
report and, if so,

(b)

Whether the auditor would be permitted to reword
the prescribed form to be in accordance with the
requirements of GAAS or attach a separate report.

AM: ISA 700.A74

If the auditor determines that rewording the prescribed form or
attaching a separate report would not be permitted or would not
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mitigate the risk of users misunderstanding the auditor’s report,
AU-C section 210 requires the auditor not to accept the audit
engagement, unless required by law or regulation to do so. In
accordance with AU-C section 210, an audit performed in
accordance with such law or regulation does not comply with
GAAS. Accordingly, the auditor does not include any reference in
the auditor’s report to the audit having been performed in
accordance with GAAS.27
Considerations specific to public sector entities

AM: ISA 700.A75

X.XX Auditors of public sector entities may also have the ability
pursuant to law or regulation to report publicly on certain
matters, either in the auditor’s report or in a supplementary
report, which may include information that is consistent with the
objectives of proposed AU-C section 701. In such
circumstances, the auditor may need to tailor certain aspects of
the communication of key audit matters in the auditor’s report
required by ISA proposed AU-C section 701 or include a
reference in the auditor’s report to a description of the matter in
the supplementary report.
(i)

When applicable, a section that addresses the
reporting requirements in proposed AU-C section 720.

Tie in to AU-C 720 project – if
they
develop
reporting
content

(j) A description of management’s responsibilities for the
preparation of the financial statements and an identification
of those responsible for the oversight of the financial
reporting process that addresses, and is not inconsistent
with, the requirements in paragraphs 30–33.

27

AU-C section 210, paragraph 18

Agenda Item 4A

Page 38 of 52

Auditor Reporting – Proposed AU-C 700
ASB Meeting, October 17-20, 2016
(k) A reference to GAAS and the law or regulation, and a
description of the auditor’s responsibilities for an audit of
the financial statements that addresses, and is not
inconsistent with, the requirements in paragraphs 34–
37.)
(l) The auditor’s signature.
(m) The auditor’s address.
(n) The date of the auditor’s report.
Auditor’s Report for Audits Conducted in Accordance With
Both GAAS and Another Set of Auditing Standards

Auditor’s Report for Audits Conducted in Accordance With
Both GAAS and Another Set of Auditing Standards (Ref. par.
.4244)

44. .42 Paragraph .31 requires that the auditor’s report state
that the audit was conducted in accordance with GAAS and
identify the United States of America as the country of origin of
those standards. However, an auditor may indicate that the
audit was also conducted in accordance with another set of
auditing standards (for example, International Standards on
Auditing [ISAs], the standards of the PCAOB, or Government
Auditing Standards). The auditor should not refer to having
conducted an audit in accordance with another set of auditing
standards in addition to GAAS unless the audit was conducted
in accordance with both sets of standards in their entirety. (Ref:
par. .A4267)

.A62 .A42 If the audit is performed in accordance with both
GAAS and ISAs, the auditor may find it helpful to refer to AU-C
appendix B, "Substantive Differences Between the International
Standards on Auditing and Generally Accepted Auditing
Standards." This appendix summarizes substantive differences
between the ISAs and GAAS to assist the auditor in planning and
performing an engagement in accordance with ISAs.

.XX An auditor may be required to conduct an audit in
accordance with the auditing standards of a specific jurisdiction
(the “national auditing standards”), and has additionally
complied with GAAS in the conduct of the audit. If this is the
case, the auditor’s report may refer to GAAS in addition to the
national auditing standards, but the auditor shall do so only if:
(Ref: par. X.XX–X.XX)

Agenda Item 4A

X.XX(A76). The auditor may refer in the auditor’s report to the
audit having been conducted in accordance with both GAAS as
well as the national auditing standards when, in addition to
complying with the relevant national auditing standards, the
auditor complies with each of the AU-C sections relevant to the
audit.

AU-C 700.42 & ISA 700.51
AM: AU-C 700.A42 & ISA
700.A76-.A77

AU-C
700
revised
this
paragraph to simplify it to more
accurately reflect the expected
circumstances in the U.S.
Need to discuss the need for
ISA 700 content in the US.

X.XX(A77). A reference to both GAAS and the national auditing
standards is not appropriate if there is a conflict between the
requirements in GAAS and those in the national auditing
standards that would lead the auditor to form a different opinion
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or not to include an Emphasis of Matter or Other Matter
paragraph that, in the particular circumstances, is required by
GAAS. In such a case, the auditor’s report refers only to the
auditing standards (either GAAS or the national auditing
standards) in accordance with which the auditor’s report has
been prepared.
(a) There is no conflict between the requirements in the
national auditing standards and those in GAAS that
would lead the auditor (i) to form a different opinion, or
(ii) not to include an emphasis-of-matter paragraph or
other-matter paragraph that, in the particular
circumstances, is required by GAAS; and
(b)

The auditor’s report includes, at a minimum, each of the
elements set out in paragraphs 43(a)–(n) when the
auditor uses the layout or wording specified by the
national auditing standards. However, reference to “law
or regulation” in paragraph 43(k) should be read as
reference to the national auditing standards. The
auditor’s report should thereby identify such national
auditing standards.

45. .43 When the auditor’s report refers to both GAAS and
another set of auditing standards, the auditor’s report should
identify the other set of auditing standards as well as their
origin.

AU-C 700.43 & ISA 700.52

Auditor’s Report for Audits Conducted in Accordance With
the Standards of the PCAOB and GAAS When the Audit Is
Not Within the Jurisdiction of the PCAOB

Auditor’s Report for Audits Conducted in Accordance With
the Standards of the PCAOB and GAAS When the Audit Is
Not Within the Jurisdiction of the PCAOB (Ref. par. .4446)

SAS 131

46. 02. .44 When conducting an audit of financial statements in
accordance with the standards of the PCAOB and the audit is
not within the jurisdiction of the PCAOB, the auditor is required
to also conduct the audit in accordance with GAAS. In such
circumstances, when the auditor refers to the standards of the
PCAOB in addition to GAAS in the auditor’s report, the auditor

.A63 .A43 Auditors of financial statements of entities whose
audits are within the jurisdiction of the PCAOB, which include
issuers (as defined by the SEC) and nonissuer brokers and
dealers registered with the SEC, are required to be registered
with, and subject to inspection by, the PCAOB. In such
circumstances, the AICPA Code of Professional Conduct requires

AU-C 700.44
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should use the form of report required by the standards of the
PCAOB, amended to state that the audit was also conducted in
accordance with GAAS. (Ref: par. .A4363–.A4767)

AICPA members to conduct the audit in accordance with the
standards of the PCAOB, and the audit is not required to also be
conducted in accordance with GAAS.1528 fn 20
.A64 .A44 When the auditor follows the standards of the
PCAOB regarding the form of the auditor’s report, PCAOB
reporting requirements for specific circumstances, such as
reporting on an integrated audit or supplementary information,
may also be applicable.

AM: AU-C 700.A44

.A65 .A45 The form of the auditor’s report required by the
standards of the PCAOB states that the audit was conducted in
accordance with "the standards of the Public Company
Accounting Oversight Board (United States)." A reference to “the
standards” of the PCAOB indicates that the auditor has complied
not only with the PCAOB’s auditing standards, but also with the
related professional practice standards of the PCAOB, including
its independence rules; whereas a reference to “the auditing
standards of the Public Company Accounting Oversight Board
(United States)" is limited to compliance with the auditing
standards of the PCAOB. The auditor of financial statements of
an entity whose audits are not within the jurisdiction of the
PCAOB may, nevertheless, be responsible for complying with the
independence and other related professional practice standards
of the PCAOB if, for example, the engagement is subject to
regulatory oversight that requires compliance with those rules.
Whether the auditor conducts an audit of financial statements in
accordance with the standards of the PCAOB or the auditing
standards of the PCAOB depends on the circumstances of the
engagement.1629 fn 21

AM: AU-C 700.A45

.A66 .A46 Examples of situations in which an auditor may be
engaged to conduct an audit in accordance with the standards

AM: AU-C 700.A46

See the “Compliance With Standards Rule” (ET sec. 1.310.001), and appendix A, “Council Resolution Designating Bodies to Promulgate Technical
Standards” (ET app. A).
16 Fn 2129 See Staff Question and Answer, Audits of Financial Statements of Non-Issuers Performed Pursuant to the Standards of the Public Company Accounting
Oversight Board (AICPA, PCAOB Standards and Related Rules, PCAOB Staff Guidance, sec. 100.01), dated June 30, 2004.
15 fn 2028
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(or auditing standards) of the PCAOB for an entity whose audit is
not within the jurisdiction of the PCAOB include audits for
clearing agencies and futures commission merchants registered
with the U.S. Commodities Futures 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 Act of
1933; and circumstances in which a nonissuer company desires,
or is required by contractual agreement, to obtain an audit of its
financial statements in accordance with the standards of the
PCAOB.

Comparative
Information

Financial

Statements

and

Comparative

47. .45 Comparative financial statements may be required by
the applicable financial reporting framework, or management
may elect to provide such information. When comparative
financial statements are presented, the auditor’s report should
refer to each period for which financial statements are
presented and on which an audit opinion is expressed. (Ref:
par. .A4868–.A4969)

.A67 .A47 The exhibit, “Illustrations of Auditor’s Reports on
Financial Statements,” contains an example of an auditor’s report
for the situation described in paragraph .44.

AM: AU-C 700.A47

Comparative Financial Statements
Information (Par. Ref. .4547-.4648)

This section based on ISA 710

and

Comparative

.A68 .A48 The level of information included for the prior
periods in comparative financial statements is comparable with
that of the financial statements of the current period.

The new and revised ISAs did
not amend ISA 710 – our
content relating to comparative
f/s will need to continue to be
included in the proposed SAS.
.A69 .A4974 Because the auditor’s report on comparative
financial statements applies to the financial statements for each
of the periods presented, the auditor may express a qualified
opinion or an adverse opinion, disclaim an opinion, or include an
emphasis-of-matter paragraph with respect to one or more
financial statements for one or more periods while expressing a
different auditor’s opinion on one or more financial statements of
another period presented
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48. .46 When expressing an opinion on all periods presented, a
continuing auditor should update the report on the financial
statements of one or more prior periods presented on a
comparative basis with those of the current period. The
auditor’s report on comparative financial statements should not
be dated earlier than the date on which the auditor has
obtained sufficient appropriate audit evidence on which to
support the opinion for the most recent audit. (Ref: par.
.A5070–.A5171)

Updating the Report

AU-C 700.46

.A70 .A50 An updated report on prior period financial
statements is distinguished from a reissuance of a previous
report.1730 fn 22 When issuing an updated report, the information
considered by the continuing auditor is that which the auditor has
become aware of during the audit of the current period financial
statements. In addition, an updated report is issued in
conjunction with the auditor’s report on the current period
financial statements.

AM: AU-C 700.A50

Other Considerations Relating to Comparative Financial
Statements

AM: AU-C 700.A51

.A71 .A51 If one firm of independent auditors merges with
another firm, and the new firm becomes the auditor of a former
client of one of the two former firms, the new firm may accept
responsibility and express an opinion on the financial statements
for the prior period(s), as well as for those of the current period.
In such circumstances, paragraphs .45–.5847–60 apply. The new
firm may indicate in the auditor’s report or as part of the signature
that a merger took place and may name the firm of independent
auditors that was merged with it. If the new firm decides not to
express an opinion on the prior period financial statements, the
guidance for the reissuance of reports in section 560 would
apply.
49. .47 If comparative information is presented but not covered
by the auditor’s opinion, the auditor should clearly indicate in
the auditor’s report the character of the auditor’s work, if any,
and the degree of responsibility the auditor is taking. (Ref: par.
.A5272–.A5373)

17

Comparative Information (Ref: par. .4749–.4850)

AU-C 700.47

.A72 .A52 Comparative information, which may be condensed
financial statements or prior period summarized financial
information, is not considered comparative financial statements
because it is not a complete set of financial statements. For
example, entities such as state and local governmental units
frequently present total-all-funds information for the prior periods
rather than information by individual funds because of space

AM: AU-C 700.A52

Fn 2230 See AU-C section 560.
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limitations or to avoid cumbersome or confusing formats. Also,
not-for-profit organizations frequently present certain summarized
financial information for the prior period(s) in total rather than by
net asset class. Accordingly, the auditor need not opine on
comparative information in accordance with this section.
.A73 .A53 Paragraph .4749 requires the auditor to clearly
indicate the character of the auditor’s work, if any, and the degree
of responsibility the auditor is taking in the auditor’s report when
comparative information is presented but not covered by the
auditor’s opinion on the financial statements of the current period.
The requirements and guidance in section 930, Interim Financial
Information, may be adapted to report on condensed financial
statements or prior period summarized financial information that
is derived from audited financial statements and is presented
comparatively with the complete set of financial statements of the
current period.1831 19fn 23 fn 24 32The exhibit provides examples of
auditor’s reports when comparative summarized financial
information for the prior period is presented.2033 fn 25f

AM: AU-C 700.A53

50. .48 If comparative information is presented and the entity
requests the auditor to express an opinion on all periods
presented, the auditor should consider whether the information
included for the prior period(s) contains sufficient detail to
constitute a fair presentation in accordance with the applicable
financial reporting framework. (Ref: par. .A5474)

.A74 .A54 If an entity requests the auditor to express an
opinion on all periods presented, and comparative information is
presented for one or more prior periods, in most cases, this will
necessitate including additional columns or separate detail by
fund or net asset class, or the auditor may need to modify the
auditor’s opinion, as required by AU-C section 705.

AU-C 700.48

Audit Procedures

Audit Procedures

AM: AU-C 700.A54

18

FN 2331 Paragraph .33 of AU-C section 930, Interim Financial Information.
FN 24 fn 24 See the AICPA Audit and Accounting Guides State and Local Governments and Not-for-Profit Entities for further guidance on reporting on summarized
comparative financial information.
32 See the AICPA Audit and Accounting Guides State and Local Governments and Not-for-Profit Entities for further guidance on reporting on summarized
comparative financial information.
20 Fn 2533 Illustration 4, "An Auditor’s Report on a Single Year Prepared in Accordance with Accounting Principles Generally Accepted in the United States of
America When Comparative Summarized Financial Information for the Prior Year is Presented," of the exhibit, "Illustrations of Auditor’s Reports on Financial
Statements."
19
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51. .49 The auditor should perform the procedures required by
paragraphs .50- .52 –54if comparative financial statements or
comparative information is presented for the prior period(s).

AU-C 700.49

52. .50 The auditor should determine whether the comparative
financial statements or comparative information has been
presented in accordance with the relevant requirements, if any,
of the applicable financial reporting framework.

AU-C 700.50

53. .51 The auditor should evaluate whether

AU-C 700.51

a.

the comparative financial statements or comparative
information agree with the amounts and other
disclosures presented in the prior period or, when
appropriate, has been restated for the correction of a
material misstatement or adjusted for the retrospective
application of an accounting principle, and

b.

the accounting policies reflected in the comparative
financial statements or comparative information are
consistent with those applied in the current period or if
there have been changes in accounting policies,
whether those changes have been properly accounted
for and adequately presented and disclosed.2134 fn 8

54. .52 If the auditor becomes aware of a possible material
misstatement in the comparative financial statements or
comparative information while performing the current period
audit, the auditor should perform such additional audit
procedures as are necessary in the circumstances to obtain
sufficient appropriate audit evidence to determine whether a
material misstatement exists. If the auditor audited the prior
period’s financial statements and becomes aware of a material
misstatement in those financial statements, the auditor should
also follow the relevant requirements of section 560,
Subsequent Events and Subsequently Discovered Facts. If the
21

AU-C 700.52

FN834 See AU-C section 708, Consistency of Financial Statements.
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prior period financial statements are restated, the auditor
should determine that the comparative financial statements or
comparative information agree with the restated financial
statements.
55. .53 As required by section 580, Written Representations,
the auditor should request written representations for all
periods referred to in the auditor’s opinion. The auditor also
should obtain a specific written representation regarding any
restatement made to correct a material misstatement in a prior
period that affects the comparative financial statements. (Ref:
par. .A5575)

Written Representations (Ref: par. .5355)

AU-C 700.53

.A75 .A55 In the case of comparative financial statements, the
written representations are requested for all periods referred to in
the auditor’s opinion because management needs to reaffirm that
the written representations it previously made with respect to the
prior period remain appropriate.

AM: AU-C 700.A55

56. .54 When reporting on prior period financial statements in
connection with the current period’s audit, if the auditor’s
opinion on such prior period financial statements differs from
the opinion the auditor previously expressed, the auditor should
disclose the following matters in an emphasis-of-matter or
other-matter paragraph, in accordance with section 706:

Opinion on Prior Period Financial Statements Different From
Previous Opinion (Ref: par. .5456)

AU-C 700.54

a. The date of the auditor’s previous report
b. The type of opinion previously expressed
c. The substantive reasons for the different opinion
d. That the auditor’s opinion on the amended financial
statements is different from the auditor’s previous
opinion (Ref: par. ..A5676)
Prior Period Financial
Predecessor Auditor

Statements

Audited

by

.A76 .A56 When reporting on the prior period financial
statements in connection with the current period’s audit, the
opinion expressed on the prior period financial statements may
be different from the opinion previously expressed if the auditor
becomes aware of circumstances or events that materially affect
the financial statements of a prior period during the course of the
audit of the current period. In some circumstances, the auditor
may have additional reporting responsibilities designed to
prevent future reliance on the auditor’s previously issued report
on the prior period financial statements.2235 fn 26

AM: AU-C 700.A56

a

57. .55 If the financial statements of the prior period were
audited by a predecessor auditor, and the predecessor
auditor’s report on the prior period’s financial statements is not
reissued2336, fn 9 in addition to expressing an opinion on the

AU-C 700.55

2235
23

See AU-C section 560.
Fn936 Paragraphs .19-.20 of AU-C section 560, Subsequent Events and Subsequently Discovered Facts.
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current period’s financial statements, the auditor should state
the following in an other-matter paragraph:2437 fn 10
a. That the financial statements of the prior period were
audited by a predecessor auditor
b. The type of opinion expressed by the predecessor
auditor and, if the opinion was modified, the
reasons therefore
c. The nature of an emphasis-of-matter paragraph or
other-matter paragraph included in the predecessor
auditor’s report, if any
d. The date of that report
58. .56 If the auditor concludes that a material misstatement
exists that affects the prior period financial statements on which
the predecessor auditor had previously reported without
modification, the auditor should follow the communication
requirements in section 510.25510.38 fn 11 If the prior period
financial statements are restated, and the predecessor auditor
agrees to issue a new auditor’s report on the restated financial
statements of the prior period, the auditor should express an
opinion only on the current period. (Ref: par. .A5777)

Prior Period Financial Statements Audited by a Predecessor
Auditor (Ref: par. .5658)
.A77 .A57 The predecessor auditor may be unable or unwilling
to reissue the auditor’s report on the prior period financial
statements that have been restated. In this situation, provided
that the auditor has audited the adjustments to the prior period
financial statements, the auditor may include an other-matter
paragraph2639 fn 27 in the auditor’s report indicating that the
predecessor auditor reported on the financial statements of the
prior period before restatement. In addition, if the auditor is
engaged to audit and obtains sufficient appropriate audit
evidence to be satisfied about the appropriateness of the
restatement, the auditor’s report may also include the following
paragraph within the other-matter paragraph section:

AU-C 700.56
AM: AU-C 700.A57

As part of our audit of the 20X2 financial statements,
we also audited the adjustments described in Note X
that were applied to restate the 20X1 financial
statements. In our opinion, such adjustments are
appropriate and have been properly applied. We were
FN1037 See AU-C section 706, Emphasis-of-Matter Paragraphs and Other-Matter Paragraphs in the Independent Auditor’s Report.
FN 1138 Paragraphs .12–.13 of AU-C section 510, Opening Balances—Initial Audit Engagements, Including Reaudit Engagements.
26 Fn 2739 See AU-C section 706.
24
25
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not engaged to audit, review, or apply any procedures
to the 20X1 financial statements of the Company other
than with respect to the adjustments and, accordingly,
we do not express an opinion or any other form of
assurance on the 20X1 financial statements as a
whole.
Prior Period Financial Statements Not Audited
59. .57 When current period financial statements are audited
and presented in comparative form with compiled or reviewed
financial statements for the prior period, and the report on the
prior period is not reissued, the auditor should include an othermatter paragraph2740 fn 12 in the current period auditor’s report
that includes the following:
a. The service performed in the prior period
b. The date of the report on that service
c. A description of any material modifications noted in
that report
d. A statement that the service was less in scope than an
audit and does not provide the basis for the
expression of an opinion on the financial
statements (Ref: par. .A5878–.A5979)

Prior Period Financial Statements Not Audited (Ref: par.
.5759–.5860)
.A78 .A58 If the prior period financial statements were
reviewed, the following is an example of an other-matter
paragraph:

AU-C 700.57
AM: AU-C 700.A58

Other Matter
The 20X1 financial statements were reviewed by us
(other accountants) and our (their) report thereon, dated
March 1, 20X2, stated we (they) were not aware of any
material modifications that should be made to those
statements for them to be in conformity with accounting
principles generally accepted in the United States of
America. However, a review is substantially less in
scope than an audit and does not provide a basis forfo r
the expression of an opinion on the financial statements.
.A79 .A59 If the prior period financial statements were
compiled, the following is an example of an other-matter
paragraph:

AM: AU-C 700.A59

Other Matter
The 20X1 financial statements were compiled by us
(other accountants) and our (their) report thereon, dated
March 1, 20X2, stated we (they) did not audit or review
those financial statements and, accordingly, express no
27

Fn 1240 See AU-C section 706.
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opinion or other form of assurance on them.
60. .58 If the prior period financial statements were not audited,
reviewed, or compiled, the financial statements should be
clearly marked to indicate their status, and the auditor’s report
should include an other-matter paragraph to indicate that the
auditor has not audited, reviewed, or compiled the prior period
financial statements and that the auditor assumes no
responsibility for them. (Ref: par. .A6080)

.A80 .A60 If the prior period financial statements were not
audited, reviewed, or compiled, the following is an example of an
other-matter paragraph:

Information Presented in the Financial Statements (Ref.
Par. .A6181–.A6282)

Information Presented in the Financial Statements (Ref. Par.
.A5961)

61. .59 Information that is not required by the applicable
financial reporting framework but is nevertheless presented as
part of the basic financial statements should be covered by the
auditor’s opinion if it cannot be clearly differentiated.

.A81 .A61 In some circumstances, the entity may be required
by law, regulation, or standards, or may voluntarily choose, to
include in the basic financial statements information that is not
required by the applicable financial reporting framework. The
auditor’s opinion covers information that cannot be clearly
differentiated from the financial statements because of its nature
and how it is presented.

AU-C 700.58
AM: AU-C 700.A60

Other Matter
The accompanying balance sheet of X Company as of
December 31, 20X1, and the related statements of
income and cash flows for the year then ended were not
audited, reviewed, or compiled by us and, accordingly,
we do not express an opinion or any other form of
assurance on them.

AU-C 700.59
AM: AU-C 700.A61
AU-C 700 changed this to
information because we have
other standards that cover
supplementary information.
New ISA 700 Revised added
further wording to this section –
task force to consider whether
any of the new wording is
applicable.
Remained with extant for now.

.A82 .A62 If the information included in the basic financial
statements is not required by the applicable financial reporting
framework and is not necessary for fair presentation but is clearly
differentiated, then such information may be identified as
unaudited or as not covered by the auditor’s report.
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