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Auditor Reporting — Proposed SAS Forming an Opinion and Reporting on Financial Statements   

Comment letters on the Exposure Draft of the proposed SAS Forming an Opinion and Reporting on Financial Statements [Responses 
to Questions 1-4 in Requests for Comment] 

Letter 

Number 

Name Affiliation 

1 Mark Baroulia, CPA  

2 Technical Issues Committee TIC (2) 

3 Tennessee Division of State Audit TN State (3) 

4 New York State Society of Certified Public Accountants NYSSCPA (4) 

5 RSM US LLP RSM (5) 

6 New Jersey Society of Certified Public Accountants NJCPA (6) 

7 National Association of State Boards of Accountancy NASBA (7) 



Auditor Reporting -Comment Letter Analysis (AU-C 700; Q1-4) 
ASB Meeting, October 15-17, 2018 

Agenda Item 4C    Page 2 of 109 

 

Letter 

Number 

Name Affiliation 

8 Office of the Washington State Auditor Office of the Washington State 

Auditor (8) 

9 Smith & Howard PC Smith & Howard PC (9) 

10 CliftonLarsonAllen LLP CliftonLarsonAllen LLP (10) 

11 ALEXANDER, ARONSON, FINNING & CO., P.C. AAFCPAs (11) 

12 Federal Accounting Standards Advisory Board FASAB (12) 

13 Cherry Bekaert Cherry Bekaert (13) 

14 Michigan Office of the Auditor General OAG (14) 

15 Maryland Association of Certified Public Accountants MACPA (15) 

16 Piercy Bowler Taylor & Kern PBTK (16) 

17 Florida Institute of Certified Public Accountants FICPA (17) 

18 Dixon Hughes Goodman DHG (18) 

19 BDO USA, LLP BDO (19) 

20 Illinois CPA Society ICPAS (20) 

21 SVA Certified Public Accountants, S.C. SVA (21) 
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Letter 

Number 

Name Affiliation 

22 Association of Local Government Auditors Association of Local Government 

Auditors (22) 

23 GAO U. S. Government Accountability Office GAO (23) 

24 Massachusetts Society of CPAs MSCPA (24) 

25 Grant Thornton LLP GT(25) 

26 Crowe Horwath LLP Crowe Horwath (26) 

27 North Carolina Association of CPAs NCACPA (27) 

28 California Society of CPAs CALCPA (28) 

29 Anders CPAs & Advisors Anders (29) 

30 Baker Tilly Kirchow Krause, LLP Baker Tilly (30) 

31 The Ohio Society of CPAs OHIOCPA (31) 

32 PricewaterhouseCoopers LLP PWC (32) 

33 Ernst & Young LLP EY (33) 

34 KPMG LLP KPMG (34) 

35 Laura Lindal Laura Lindal (35) 
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Letter 

Number 

Name Affiliation 

36 National State Auditors Association NSAA (36) 

37 Deloitte & Touche LLP D&T (37) 

38 Abraham D. Akresh Abraham D. Akresh (38) 

 

Request for Comment – Proposed SAS Forming an Opinion and Reporting on Financial Statements (AU-C 700) 

Please provide your views on the changes to extant AU-C section 700 described in the preceding section. In addition, the ASB would like 

your views on the following:  

 

ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

TIC (2) Yes, TIC does believe that most of the revisions to existing requirements are clear and 

understandable. However, TIC does have some items for potential further clarification 

that we have noted later in this letter, notably related to KAMs. TIC also thinks the 

application material is helpful in supporting the application of those requirements. 

TIC also has a few suggestions related to the application material that we address later 

in this letter as well. 

Supportive with comments 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

TN State (3) We generally agree that the proposed revisions are clear and understandable. Supportive  

NYSSCPA (4) As the primary purpose of the proposed standard is to converge with ISA 700 and 

secondarily with aspects of the auditor reporting model recently adopted by the 

PCAOB, we believe the proposed revision to the existing requirements are clear and 

understandable. However, we do not believe convergence alone, particularly with 

international standards, to be sufficient justification for a new auditing or reporting 

standard that would apply to reports issued for privately held companies in the United 

States. The practice environment in the United States is fraught with considerably 

more litigation risk than in other countries and must be given due consideration. We 

do find the material helpful in applying the ISAs and PCAOB standards and believe 

the ASB should take responsibility to point out these differences clearly. 

Supportive with comments 

RSM (5) We believe the proposed revisions to the existing requirements in extant AU-C section 

700 are clear and understandable. Also, the application material is helpful in applying 

those requirements. 

Supportive  

NJCPA (6) Forming an opinion and reporting on financial statements is complicated.  The Group 

agrees with proposed changes to existing AU-C section 700 as follows.   

 Agrees with presenting the Opinion section first.  In addition, the Group 

suggests expanding the heading to read – Unmodified Opinion; Disclaimer 

of Opinion; Modified Opinion (Requirement 22, page 40).  Having the 

Opinion with an expanded heading as the first statement of the report will 

highlight the results of the audit and increase Users confidence. 

 

Supportive with comments 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

 Disagrees with the affirmative statement about independence and 

fulfillment of the auditor’s other ethical responsibilities.  This proposed 

statement complicates what auditor independence means and adds more 

technical, confusing language.  The auditor declares their independence in 

the title “Independent Auditor’s Report,” and the statement “We 

conducted our audit in accordance with Generally Accepted Auditing 

Standards” covers auditor independence and ethical requirements.  Users 

have not expressed dissatisfaction with independence, so the Group would 

appreciate guidance about why this is an important disclosure.   

 Disagrees with the proposed requirement of concluding on the Entity’s 

Ability to Continue as a Going Concern in the Report.  Evaluating going 

concern is the responsibility of management. Users understand going 

concern is implied unless the uncertainty is specifically mentioned in the 

Report.  The Group believes strong consideration should be given on how 

this proposed change will impact users’ expectations of the auditor’s 

responsibilities and how it will affect independence – especially since 

going concern is a management responsibility. 

 Agrees non-issuers financial statements should not include information in 

the report about the audit process, specifically Key Audit Matters (KAMs).  

The Group would find it helpful and appreciate if the ASB could expand 

guidance to reinforce that non-issuers are under no circumstances required 

to communicate KAMs.  However, non-issuers may communicate KAMs 

if they so desire.  The Group is concerned if non-issuers, such as non-profit 

organizations could be forced into providing KAMs by boards of directors 

or regulatory agencies because of their desire to model information now 

required by the PCAOB and International Auditing Standards Board 

TF believes affirmative 

statement of independence 

should remain (see issue 4 

in agenda item 4) 

 

 

 

 

 

TF proposes changes to 

paragraphs 31(b) and 36(c) 

in agenda item 4A (also see 

issue 3 in agenda item 4) 

 

 

 

New paragraph 3A (in 

agenda item 4A) added to 

clarify that KAM is not 

required  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

(ISAB).  Non-issuers and issuers auditing standards are fundamentally 

different.  For instance, issuers are subject to internal control mandates in 

Section 404 of the Sarbanes Oxley Act and non-issuers are not.  Because 

of these distinctions the Group believes if Users do not understand the 

distinction it may negatively influence their view on the quality of the 

audit.  

 Agrees with the reporting requirement in the proposed standard. The 

Auditors Responsibility Relating to Other Information Included in Annual 

Reports. 

 Agrees with expanding the description of the responsibilities of 

management for the preparation and fair presentation of the financial 

statements.  But disagrees with the proposed requirement to identify the 

party responsible for oversight, because it has minimal effect on audit 

quality and Users confidence. 

 Disagrees.  See #4 below. 

 

 

 

 

TF agrees and proposes 

moving OI section to follow 

auditor responsibilities. 

TF proposes removing the 

requirement to identify 

those responsible for 

oversight of the financial 

reporting process. 

 

NASBA (7) As noted above, we believe that the proposed revisions are a good step in bringing 

consistency to the GAAS, PCAOB and ISA’s. As the PCAOB’s new reporting 

standard is applicable for calendar years ending 12/31/2017, we encourage the ASB 

to complete its review of this proposed standard as soon as possible to limit 

differences in auditor reports in the United States. 

Supportive with comments. 

Noted.  

Office of the 

Washington State 

Auditor (8) 

Yes. However, we noticed that the proposed AU-C section 700 paragraph 2 references 

key audit matters but does not clarify that these apply only when the auditor is 

engaged to communicate them. We recommend that key audit matters not be 

Supportive  

New paragraph 3A added to 

clarify that KAM is not 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

referenced or that AU-C 700 paragraph 2 otherwise make clear that AU-C 701 is 

applicable only in specific audit engagements. 

required (see proposed 

changes in agenda item 4A) 

 

Smith & Howard 

PC (9) 

We believe the potential inclusion of Key Audit Matters (“KAMs”) in the auditors’ 

report for nonissuers to be inappropriate and potentially harmful to the audit process; 

please refer to our response to proposed AU-C section 701 and questions 5 and 6 

below for further discussion of this matter. 

In regards to modifying the auditors’ report in accordance with the proposed revisions 

to AU-C section 720 (proposed SAS The Auditor’s Responsibilities to Other 

Information Included in Annual Reports) please refer to our separate comment letter 

in response to that proposed SAS. 

We believe the other proposed changes to AU-C section 700 are not specifically 

useful and will not impact the understandability or relevance of the auditors’ report; 

however, we also do not believe these proposed changes will negatively impact the 

auditors’ report or the audit process. 

Not supportive of KAM; 

supportive with comments 

on other elements.  

 

Noted.  

 

 

Noted.  

CliftonLarsonAllen 

LLP (10) 

We believe the proposed revisions are clear and understandable and the application 

material will be helpful in supporting the application of the requirements except as 

described in our responses to the questions following. 

Supportive with comments.  

Noted.  

AAFCPAs (11) Yes, the proposed revisions are clear and understandable, and the application 

materials and samples are adequate. 

Supportive 

Cherry Bekaert 

(13) 

We believe the proposed revisions to the existing requirements are clear and 

understandable, and the application material is helpful in supporting the application 

Supportive with comments.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

of the proposed requirements, with the exception of certain aspects discussed further 

in the below responses. 

  

OAG (14) Yes, the requirements are clear and understandable and the application material is 

helpful. 

Supportive 

MACPA (15) Except as noted below, we believe the proposed revisions are clear and 

understandable. 

Supportive with comments.  

FICPA (17) The Committee members agreed that in general, the proposed revisions to the existing 

requirements under AU-C section 700 are clear and understandable. The application 

material does provide sufficient supporting information. The Committee had specific 

responses to some of the areas as noted in the responses to other questions below. 

Supportive with comments.  

BDO (19) We believe the proposed revisions to the existing requirements are clear and 

understandable, and find the application material appropriately supports the 

application of those requirements. We also support the convergence of the proposed 

SAS with ISA 700, to eliminate differences between the two standards, except where 

necessitated by circumstances unique to the U.S. environment. 

Supportive  

ICPAS (20) Yes. However, the Committee is concerned that the effective date of the proposed 

SAS will create additional strain on auditors of not-for-profit (NFP) and “non-public” 

entities whose clients chose not to early adopt the provisions of ASU 2016-14 and 

ASU 2014-09 (as amended by ASU 2015-14) and who will be burdened with the new 

NFP reporting and revenue recognition implementation, plus many other 

Supportive with comments.  

Effective date to be 

discussed by the ASB.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

organizations which will be affected by numerous other ASUs becoming effective in 

2019. 

Additionally, the Committee feels that practitioners need more time to familiarize 

themselves with the contents of the proposed standard. Due to its size and scope (i.e. 

changes beyond the form and content of the auditor’s report) the Exposure Draft 

requires more time for careful consideration. Unfortunately, the timing of the 

Exposure Draft was less than ideal. The Exposure Draft was released when most 

practitioners were either spending time with families or gearing up for their busiest 

season of the year and were subsequently tied up serving their clients until April 17th. 

This did not allow sufficient time for most practitioners (and users) to study the 

proposed changes. 

Lastly, the Committee believes the effective date for the auditor’s report and KAMs 

should be separated and that the effective date for KAMs should be delayed (for an 

additional time, beyond what is suggested above), following the example set by the 

PCAOB, in which the effective date for CAMs was (up to) 3 years later than the 

effective date for all other elements of the PCAOB auditor’s report. The Committee 

would like to point out that, based on the suggested effective dates, the proposed 

standard would result in privately held entities and NFPs reporting on KAMs1 before 

publicly listed entities would be required to do so2. 

Therefore, the Committee urges the AICPA Auditing Standards Board to do the 

following: 

- Extend the comment period for the Exposure Draft until November 15, 2018. 

- Delay the effective date for all elements of auditor’s report (other than KAM) until 

no earlier than December 15, 2020. 

Noted.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

- Delay the effective date for KAMs until no earlier than December 15, 2021. 

SVA (21) The proposed revisions are clear and understandable and the application material is 

helpful. 

Supportive 

GAO (23) We believe the proposed revisions to the existing requirements are clear and 

understandable and the application material is helpful in supporting the application of 

those requirements. We support the Auditing Standards Board’s (ASB) efforts to 

converge with the standards promulgated by the International Auditing and Assurance 

Standards Board (IAASB) and the Public Company Accounting Oversight Board 

(PCAOB). 

Regarding the requirements for ordering and presentation of the audit report, we 

support the use of descriptive headers identifying the different elements in the audit 

report to facilitate the user’s identification of the elements. Given that the proposed 

standards allow the auditor to present sections of the report in any order following the 

“Basis of Opinion” section, we believe the headers will be especially helpful to report 

users by clearly indicating the essence of each section. 

However, we are concerned about the inconsistencies the reporting requirements in 

the proposed Statement on Auditing Standards (SAS) Forming an Opinion and 

Reporting on Financial Statements would create with the reporting requirements in 

AU-C 940 An Audit of Internal Control Over Financial Reporting That Is Integrated 

With an Audit of Financial Statements. Inconsistent requirements would reduce the 

clarity and usability of reports on integrated audits. We urge the ASB to promptly 

begin a project to align the reporting requirement in AU-C 940 with the reporting 

requirements in the proposed SAS. 

Supportive  

 

 

 

 

 

 

 

 

TF to propose changes to 

AU-C 940 at future meeting 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

We suggest that the ASB consider adding more application guidance to assist auditors 

in complying with the requirement for the auditor to evaluate whether the information 

presented in the financial statements is relevant, reliable, comparable, and 

understandable (see paragraph 13d). While we acknowledge that the International 

Standards on Auditing do not include this type of application material, we believe that 

auditors in the United States could benefit from additional descriptions and 

explanations of the terms “relevant,” “reliable,” and “comparable” and how the 

auditor would apply the concepts.   

In addition, we suggest the ASB make the following edits to paragraph A3: 

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 significant deficiencies in internal control over financial reporting 

noted during the audit. Such rReporting on compliance with laws, regulations, and 

provisions of contracts or grant agreements and internal control over financial 

reporting is an integral part of an audit conducted in accordance with Government 

Auditing Standards. 

TF proposed changes to  

paragraph 13d (see 

proposed changes in agenda 

item 4A) 

 

 

 

 

Paragraph A3 revised and 

added reference to 

paragraph A47  

MSCPA (24) The Committee does interpret the revisions as being clear and understandable.  The 

Committee also believes the application material is helpful 

Supportive 

NCACPA (27) The proposed revisions are generally clear; however, we feel that there should be 

examples of KAMs. The quick implementation date will not give smaller firms time 

Supportive with comments.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

to develop appropriate examples. We’ve noted that the PCAOB has deferred 

implementation of KAMs one year out from the implementation of all the other 

wording changes. We would request the Board consider a later effective date for non-

public entities that want to include KAMs to observe how public entities have 

responded to the accompanying PCAOB requirement. 

 

CLCPA (28) Yes; the proposed revisions are clear and understandable and the application material 

is helpful. 

Supportive 

Anders (29) Generally, the proposed revisions are clear and understandable. However, we have 

identified certain proposed revisions which lack clarity or have conflicting underlying 

guidance. These areas are addressed throughout our comment letters. 

Supportive with comments 

OHIOCPA (31) Requirements and application material is generally clear. Supportive  

PWC (32) Overall comments  

We support changes that align with the PCAOB’s requirements in AS 3101 regarding 

the form and content of the auditor’s report (e.g., the placement of the Opinion first 

in the report, followed by the Basis for Opinion section). We would not object to the 

ASB’s additional requirements for specific headings within the report differentiating 

between management’s responsibilities and those of the auditor.  

Independence  

The ASB should more fully consider the implications and potential implementation 

challenges of including an affirmative statement that the auditor is independent in the 

auditor’s report, through engagement with PEEC as necessary. For example, while its 

Not supportive of ED  

 

 

 

 

TF continues to support an 

affirmative statement 

relating to independence 

because the auditor needs to 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

approach would converge with the ISAs, we encourage the ASB to also consider the 

implications of diverging from the PCAOB’s approach, which requires a statement 

that explains the auditor is required to be independent and lists the relevant literature 

that governs the determination of independence for public company audits. We 

believe it would be preferable to have a consistent approach in the US to describing 

the auditor’s responsibilities for independence between public and private companies.  

Additionally, the ASB’s proposal would not require the auditor to name the relevant 

literature that governs the determination of independence. Notwithstanding the 

practical challenges of doing so, noted in paragraph A38, we believe it would be more 

meaningful to users if the relevant literature is disclosed. We believe the ASB could 

promote greater transparency in this area by leveraging AU-C section 200, which 

explains relevant ethical requirements, consisting of the AICPA Code of Professional 

Conduct together with rules of state boards of accountancy and applicable regulatory 

agencies that are more restrictive.  

Other information  

We have significant concerns regarding the proposed reporting on other information, 

as described in our separate comment letter on the exposure draft. 

be independent to issue a 

report. (see issue 4 of 

agenda item 4) 

 

 

The ASB has previously 

discussed the difficulties in 

naming the relevant ethical 

requirements. TF has added 

a reference in the 

application material 

(paragraph A38) to the 

AICPA Code of Professional 

Conduct. (See issue 4 in 

agenda item 4) 

 

OI section moved to follow 

auditor responsibilities. 

E&Y (33) Overall, we believe most of the proposed revisions are clear and understandable and 

the application material is helpful. However, we do not support some aspects of the 

proposed SAS and believe that some aspects of the proposed SAS require clarification 

to make them operable.  

Statement on compliance with other ethical responsibilities and independence  

Supportive with comments 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

We believe the proposed required statement in the auditor’s report that the auditor 

“has fulfilled the auditor’s other ethical responsibilities, in accordance with the 

relevant ethical requirements relating to the audit”5 is vague and potentially 

confusing. Although, the application guidance states the ethical requirements consist 

of the AICPA Code of Professional Conduct together with rules of state boards of 

accountancy and applicable regulatory agencies,6 the proposed SAS doesn’t specify 

the relevant ethical requirements relating to the audit nor does it require such 

information to be communicated in the auditor’s report. Although the proposed SAS 

would not preclude the auditor from including additional information about the other 

ethical requirements, we believe including such information would only lengthen the 

auditor’s report without increasing its informative value. Moreover, the proposed SAS 

does not explain the implication to the audit or the auditor’s reporting requirements if 

breaches of such ethical requirements are identified during the audit.  

We believe that by requiring a statement about compliance with other ethical 

requirements in the auditor’s report, the proposal may unintentionally create a new 

performance requirement for auditors. Currently, auditors are required to “remain 

alert for evidence of noncompliance with relevant ethical requirements.”7 Although 

existing professional standards permit the engagement partner to rely on the firm’s 

system of quality control to comply with the ethical requirements of the AICPA and 

other applicable state and regulatory agencies,8 it’s unclear whether such reliance 

would be sufficient to support the statement about ethical requirements in the 

auditor’s report.  

We therefore believe that such a requirement could require the auditor to perform 

additional work without providing additional value to the users of the financial 

statements. If the ASB decides to move forward with this proposal, we believe the 

TF continues to support 

wording that aligns with the 

IAASB statement on 

independence.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

Board should amend the application guidance in AU-C 200 and AU-C 220 to clarify 

how audit teams might evidence compliance with the new requirement. 

If the ASB did not intend to change the auditor’s responsibilities at the engagement 

level, we do not believe the proposed statement should be included in the auditor’s 

report because the auditor’s current ability to rely on the firm’s system of quality 

control is akin to only providing negative assurance.  

The proposed SAS would also require the auditor’s report to include “a statement that 

the auditor is independent of the entity.”9 If the Board decides to move forward with 

this proposal, we recommend that the statement say the “auditor is required to be 

independent” rather than the “auditor is independent,” which would more closely 

align with the reporting requirements of the PCAOB.  

We recommend making the following edits to paragraph 26.c of the proposed SAS to 

address our concerns about the affirmative statement on independence and fulfillment 

of other ethical responsibilities, which would still heighten the auditor’s awareness of 

his or her ethical responsibilities without the need to clarify the performance 

requirements either in the proposed SAS or in AU-C 200 or AU-C 220.  

► “Includes a statement that the auditor is required to comply with the AICPA 

Code of Professional Conduct, which addresses the auditor’s independence of 

the entity and has fulfilled the auditor’s other ethical responsibilities, in 

accordance with the and other relevant ethical requirements relating to the 

audit(Ref: par. A37–A38).”  

By having the report state that the “auditor is required” to comply with the Code of 

Professional Conduct that addresses the independence and other ethical requirements, 

our recommendation aligns with the recently issued auditing interpretation No. 4, 

TF discussed and believes 

this requirement should be 

retained. 

  

TF discussed and concluded 

that an affirmative 

statement is appropriate to 

continue to include.  

 

 

 

 

 

The AICPA Code of 

Professional Conduct may 

not always be applicable 

due to differing state 

regulations. See issue 4 in 

agenda item 4.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

“Reporting on Audits Conducted in Accordance With Auditing Standards Generally 

Accepted in the United States of America and the Standards of the PCAOB,” to AU-

C section 700, Forming an Opinion and Reporting on Financial Statements (AICPA, 

Professional Standards), which provides guidance on how an auditor complies with 

AU-C section 700 in the context of PCAOB Auditing Standard (AS) 3101, The 

Auditor’s Report on an Audit of Financial Statements When the Auditor Expresses an 

Unqualified Opinion.  

We also recommend that the ASB modify Illustrations 1 through 3 in the Basis for 

Opinion section of the proposed SAS to conform with the change we recommended 

to paragraph 26.c above:  

► We conducted our audits in accordance with auditing standards generally 

accepted in the United States of America (GAAS). Our responsibilities under 

those standards are further described in the Auditor’s Responsibilities for the 

Audit of the Financial Statements section of our report. We are required to 

comply with the AICPA Code of Professional Conduct, which addresses the 

auditor’s independence independent of ABC Company, and have fulfilled our 

other ethical responsibilities, in accordance with the and other relevant ethical 

requirements relating to our audit. We believe that the audit evidence we have 

obtained is sufficient and appropriate to provide a basis for our audit opinion.  

Lastly, assuming the ASB moves forward with this aspect of the proposed SAS, we 

recommend that the Board consider whether the existing requirements and application 

guidance for communicating with those charged with governance10 should be 

amended to include guidance on communicating the firm’s system of quality controls 

related to compliance with those other ethical requirements related to the audit.  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

Evaluating information presented in the financial statements 

As mentioned in our cover letter, we believe some of the proposed requirements and 

related application guidance for evaluating the overall presentation of an entity’s 

financial statements may go beyond what’s necessary or even appropriate for an 

auditing standard that’s supposed to be accounting framework neutral. 

For example, proposed AU-C 700.13d.ii indicates that when evaluating whether the 

information presented in the financial statements is relevant, reliable, comparable and 

understandable, the auditor should consider whether “the overall presentation of the 

financial statements has been undermined by including information that is not 

relevant or that obscures a proper understanding of matters disclosed.” The proposed 

application guidance in paragraph .A10 states, among other things, that when 

evaluating the understandability of the financial statements, the auditor may consider 

whether the information is presented in a concise manner and whether the placement 

of significant disclosures gives appropriate prominence to them (for example, when 

there is perceived value of entity-specific information to users). 

Requiring the auditor to consider whether the overall presentation of financial 

statements is undermined by including information that is not relevant or presented 

concisely or because the placement of disclosures does not give appropriate 

prominence to them, may not be consistent with the requirements of all financial 

reporting frameworks whose objective is fair presentation. Moreover, requiring 

auditors to consider whether the inclusion of information “obscures a proper 

understanding of matters disclosed” may not be operable as what may be considered 

obscured by one may not be considered obscured by another. 

We believe any auditor requirement to evaluate the adequacy of management’s 

financial statement disclosures should not go beyond the specified requirements and 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

TF revised paragraphs 13d 

and A10. (see proposed 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

disclosure objectives of the applicable financial reporting framework. To reduce this 

risk, including unnecessary disagreements between the auditors and preparers of 

financial statements, we recommend the following amendments to paragraph 13d and 

the related application guidance of the proposed SAS: 

► 13d. The information presented in the financial statements is relevant, reliable, 

comparable, and understandable. In making this evaluation, the auditor should 

consider whether  

i. T the information that should have been included has been included, 

and whether such information is appropriately classified, aggregated 

or disaggregated, and presented (Ref: par. A10) characterized.  

 

ii. The overall presentation of the financial statements has been undermined 

by including information that is not relevant or that obscures a proper 

understanding of the matters disclosed. (Ref: par. A10)  

► A10. Evaluating the understandability of the financial statements may include 

consideration of such matters as the following:  

► Whether the information presented in the financial statements is presented 

in a clear and concise manner  

► Whether the placement of significant disclosures gives appropriate 

prominence to them (for example, when there is perceived value of entity-

specific information to users) and Whether the disclosures are appropriately 

labeled and cross-referenced in a manner that would not give rise to significant 

challenges for users in identifying necessary  

changes in agenda item 

4A). 
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

KPMG (34) Proposed SAS Forming an Opinion and Reporting on Financial Statements (AU-

C section 700)  

We believe that the proposed revisions to AU-C section 700 for the descriptions of 

auditor and management responsibilities, as drafted, are generally clear, 

understandable, and provide greater transparency, and that the application material is 

helpful in supporting the application of the requirements. We also believe that the 

proposed revisions related to the disclosure project are appropriate and sufficient for 

enhancing focus of the auditor on disclosures. With regard to the other questions 

asked:  

 The description of management’s responsibility is sufficient irrespective of 

the use of specific financial reporting frameworks.  

 With one exception (paragraph 31(b) below), we have no concerns about 

possible confusion or misinterpretation of the auditor’s responsibilities as it 

relates to going concern, nor do we believe any aspects of the auditors’ 

responsibilities has been omitted.  

 We believe that the requirement to identify and communicate with those 

responsible for the oversight of the financial reporting process will present 

some practical difficulties, in the short term, but in the long term will enhance 

audit quality.  

Supportive  

 

 

 

 

 

 

 

 

 

 

 

 

NSAA (36) The proposed revisions to the existing requirements appear clear and understandable, 

and the application material is helpful in supporting the application of those 

requirements. However, we do have two suggestions we believe would improve 

clarity, as follows: 

Supportive with comments  
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ED Question 1 — Are the proposed revisions to existing requirements clear and understandable, and is the application material helpful in 

supporting the application of those requirements? 

Responder Comment TF Consideration / 

Response 

 Paragraph 2 – We suggest the first sentence state that proposed AU-C 701 

applies only when the auditor is engaged to communicate key audit matters in 

the auditor’s opinion.  This would make it clear in AU-C 700 that AU-C 701 

is applicable only in specific audit engagements. 

 Paragraph 26.c – The term “relevant ethical requirements” as included in this 

paragraph is defined in the application guidance as the AICPA Code of 

Professional Conduct.  Paragraph A38 discusses other relevant ethical 

requirements and suggests that these could be named in the opinion. We 

question why these other relevant ethical requirements would need to be 

named in the opinion when the AICPA Code of Professional Conduct is not 

specifically named in the illustrations. We suggest that the guidance be 

modified to require the auditor to determine the independence and ethical 

requirements followed on the audit and that the phrase “relevant ethical 

requirements relating to the audit” as included in the opinion, would represent 

this determination. Otherwise, we suggest additional guidance or an 

illustration of suggested wording be provided for how auditors can clearly 

report that both the AICPA Code of Professional Conduct and other ethical 

and independence rules were followed on the audit. 

Added new paragraph 3A to 

clarify that KAM are not 

required.  (see proposed 

changes in agenda item 4A) 

 

See issue 4 in agenda item 4 

for discussion about 

independence.  

 

 

 

D&T (37) D&T believes that the revisions to existing requirements are clear and understandable 

and the application is helpful in supporting the application of those requirements. 

Supportive  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

TIC (2) TIC believes additional clarification guidance is needed to assist auditors with 

requirements when the financial reporting framework does not require a going 

concern determination. TIC believes references in the application material to specific 

frameworks with examples would be appropriate.   

However, TIC believes that the auditor’s responsibilities should not only be 

dependent on what framework the client is using. TIC believes that an auditors’ 

considerations should be consistent across all audits, regardless of the accounting and 

financial reporting framework. TIC believes if any differences are determined to be 

appropriate, then the ASB should address how that applies to the more widely-utilized 

special purpose frameworks. 

Supportive with comments  

  

TN State (3) We agree that the descriptions are useful and understandable and that no further 

modifications are necessary. 

Supportive  

NYSSCPA (4) The descriptions relative to going concern are understandable. However, we believe 

that the draft proposal overemphasizes and puts a spotlight on the topic of going 

concern, for example, where there is an absence of identifiable circumstances that 

might lead to substantial doubt regarding an entity’s ability to continue operating. The 

current standards imply that the auditor should conclude on the entity’s ability to 

continue as a going concern and the appropriateness of management’s use of the going 

concern basis of accounting. When the inability to pay obligations when due appears 

probable, then we believe an auditor’s report modification such as is provided in the 

Not supportive  

TF proposes changes to 

going concern sections.  See 

issue 3 in agenda item 4 and 

proposed changes in agenda 

item 4A. 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

currently extant standards is appropriate. But we do not believe it is appropriate for 

auditors to have to defend the absence of such language in every report that does not 

include a going concern paragraph. We also recommend that paragraph 31b be 

modified to remove the term “in accordance with the applicable financial reporting 

framework and” for reasons set forth in our next response below. 

We do not believe any modifications to the descriptions of management’s 

responsibility are necessary as the financial reporting framework should have no 

impact on management’s responsibility for the financial statements. 

Except for user confusion about auditor’s responsibilities, we believe confusion or 

misinterpretation is likely to be caused by the inclusion of unnecessary defensive 

language about the absence of a going concern paragraph. Other than a financial 

statement user’s likely inherent inability, due to lack of training and experience in 

auditing, to understand and evaluate that which would be reported as KAMs 

(discussed below under Questions 5-6), we do not have any other concerns about any 

possible confusion or misinterpretation about the auditor’s responsibilities. 

 

 

 

 

  

RSM (5) We believe the descriptions of the responsibilities of management and the auditor 

relating to going concern in paragraphs 31.b. and 36.b.iv. are understandable and 

provide more information in the auditor’s report about their respective responsibilities 

in this area. We do not believe any modifications to the descriptions of management’s 

responsibility are necessary. We have no concerns about possible confusion or 

Supportive  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

misinterpretation regarding the auditor’s responsibilities, including the requirement 

to conclude on the entity’s ability to continue as a going concern. 

NJCPA (6) As mentioned in #1 above – the Group does not agree with the proposed requirement 

for the auditor to conclude on the ability to continue as a going concern.   

Users are requesting more individual company information and not specifically 

expressing an interest in going concern.  However, the goal of the ASB is to converge 

standards with the ISA.  Although the Group is uneasy about applying the proposed 

standard it is likely to become a requirement.  In that case the Group respectfully 

requests additional guidance from the ASB about applying this proposed change 

specifically on why it is appropriate to conclude on going concern in the report. 

Not supportive 

See issue 3 in agenda item 4 

 

NASBA (7) We understand that various accounting frameworks have different requirements for 

management’s evaluation related to going concern.  We are concerned that the report 

examples in the proposed Standard do not appear to include the concept of a 

“reasonable period of time” that exists in extant AU-C section 570 par 05, which 

indicates a reasonable period of time would be one year after the date that the financial 

statements are issued (or within one year after the date that the financial statements 

are available to be issued, when applicable) for FASB entities, and 12 months from 

the date of the financial statements for GASB entities. We do not believe that users 

understand this concept and suggest that the fourth bullet in the “Auditor’s 

Supportive with comments 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

Responsibilities for the Audit of the Financial Statements” be expanded to include the 

definition of a “reasonable period of time” under the applicable reporting framework. 

Office of the 

Washington State 

Auditor (8) 

No. Not all financial reporting frameworks have a liquidation basis of accounting (for 

example, a governmental, regulatory, tax or cash basis presentation). Therefore, this 

conclusion, and the use of the phrase “or has no realistic alternative but to do so,” 

would not be coherent or applicable in those instances. Moreover, the audit report 

would use the “going concern” term that will not correspond to the entity’s own 

description of their basis of accounting in the note disclosures. Finally, requiring the 

auditor to specifically describe the responsibility to form a conclusion on this matter 

might create undue emphasis on it or imply a greater level of assurance about the 

entity’s ability to continue as a going concern than is intended. Specifically, we note 

that the proposal would cause auditors to discuss going concern in every report, 

whereas financial statement preparers are only required to include a note disclosure 

on an exception basis. 

We are also concerned about the use of the terms “significant deficiency” or “material 

weakness” in the auditor’s report without appropriate definitions for such terms. 

These matters are appropriately addressed in separate reports issued under AU-C 

section 265. We therefore recommend use of the term “control deficiency.” 

Not supportive  

TF recommends removal of 

statement about going 

concern basis of 

accounting. See issue 3 in 

agenda item 4. 

 

 

 

 

 

 

TF recommends changes to 

paragraph 37. See issue 5 in 

agenda item 4. 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

Smith & Howard 

PC (9) 

We believe the potential inclusion of Key Audit Matters (“KAMs”) in the auditors’ 

report for nonissuers to be inappropriate and potentially harmful to the audit process; 

please refer to our response to proposed AU-C section 701 and questions 5 and 6 

below for further discussion of this matter. 

In regards to modifying the auditors’ report in accordance with the proposed revisions 

to AU-C section 720 (proposed SAS The Auditor’s Responsibilities to Other 

Information Included in Annual Reports) please refer to our separate comment letter 

in response to that proposed SAS. 

We believe the other proposed changes to AU-C section 700 are not specifically 

useful and will not impact the understandability or relevance of the auditors’ report; 

however, we also do not believe these proposed changes will negatively impact the 

auditors’ report or the audit process. 

Repeated in question 1 – 

last bullet may apply to this 

question.  

 

Noted 

 

Noted.  

CliftonLarsonAllen 

LLP (10) 

We understand the intent of including both management’s and the auditor’s 

responsibilities relative to going concern in the report was to be more transparent and 

clear on the responsibilities of each party. However, we believe that including the 

proposed information in the reports may be confusing to the users initially because 

under current auditing standards a reference to going concern in the report letter is 

only made when specific matters exist. 

Therefore, it would be important to initially provide guidance and background 

information to assist the users of the report in better understanding why these 

Supportive with comments 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

responsibilities are now highlighted to avoid the possibility of drawing incorrect 

conclusions.  

AAFCPAs (11) Yes, the descriptions of the responsibilities are useful and understandable. There does 

not appear to be modifications needed for the specific reporting framework.  

There may be confusion about the auditor’s responsibility vs. management’s 

responsibility related to going concern.   

Original wording: 

“Conclude on ABC Company’s ability to continue as a going concern and conclude 

on the appropriateness of management’s use of the going concern basis of 

accounting.” 

Suggested wording: 

“Assess management’s evaluation on ABC Company’s ability to continue as a going 

concern and conclude on the appropriateness of management’s use of the going 

concern basis of accounting.” 

Supportive with comments. 

See issue 3 in agenda item 

4.   

Cherry Bekaert 

(13) 

We believe the descriptions of the responsibilities of management and the auditor 

relating to going concern are understandable and may be useful in certain 

circumstances. However, we note that for certain financial reporting frameworks, the 

Not supportive 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

going concern basis of accounting may not be relevant and may lead to practical 

difficulties in complying with the requirement to include this wording.  

Additionally, we believe the inclusion of these responsibilities relating to going 

concern may cause confusion to users of the financial statements, especially when 

there are discrepancies between management’s assessment and the auditor’s 

conclusion on the entity’s ability to continue as a going concern. For example, if 

management assesses that the entity is able to continue as a going concern, but the 

auditor concludes there is substantial doubt about the entity’s ability to continue as a 

going concern and thus includes the section “Substantial Doubt About the Entity’s 

Ability to Continue as a Going Concern” in the auditor’s report in accordance with 

AU-C section 570, users may interpret this as management having substantial doubt 

about the future of the entity if these responsibilities have been outlined in the 

auditor’s report.  

For these reasons, we would recommend that this wording in paragraphs 31b and 

36biv be removed from the auditor’s report. 

TF recommend removing 

reference to GC basis of 

accounting  

 

See issue 3 in agenda item 4 

OAG (14) In the event there is a going concern, we consider the text as useful and understandable 

and have no suggested revisions.  However, we share the National State Auditor’s 

Association view that including going concern language in every report is not 

necessary. 

Supportive with comments  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

Would any modifications to the descriptions of management’s responsibility be 

necessary for any specific financial reporting framework?  

We don’t think any are necessary.  

Are there any concerns about possible confusion or misinterpretation about the 

auditor’s responsibilities, in particular the requirement to conclude on the entity’s 

ability to continue as a going concern, recognizing that the description is consistent 

with the requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?  

We do not have any concerns. 

MACPA (15) ● As drafted, paragraph 31b indicates it is management’s responsibility to 

assess entity’s ability to continue as a going concern; however in some cases, 

management may not be required to make an assessment, since this 

responsibility does not exist under all frameworks. We recommend 

consideration be given to including an acknowledgement of, or reference to, 

AU-C 570.07 (i.e., in some frameworks, there may be no explicit requirement 

to make such as assessment). Perhaps this acknowledgement or reference can 

be included in application material related to this paragraph? 

● In our judgment, paragraph 36biv lacks context. As drafted, the language may 

lead reader to conclude the auditor has determined the company is healthy 

when such is not the case but, rather, conditions and events appear to the auditor 

to have alleviated substantial doubt at a point in time. We recommend using 

Supportive with comments  

TF recommends including 

mgmt. responsibility only 

when AFRF requires it. See 

issue 3 in agenda item 4. 

 

 

Revised to include AU-C 

570 wording. See issue 3 in 

agenda item 4.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

language similar to what is actually found in paragraphs 8 and 19 of AU-C 

section 570. As an example, the paragraph in the auditor’s report could read 

as follows:  “Conclude on whether there are conditions or events, considered 

in the aggregate, that raise substantial doubt about ABC Company’s ability 

to continue as a going concern for a reasonable period of time and conclude 

on the appropriateness of management’s use of the going concern basis of 

accounting.” 

● Perhaps also require the inclusion of specific time frames, when specified by 

a specific framework (e.g., if relevant framework is US GAAP, the report 

could insert parenthetically the phrase “within one year after the date that the 

financial statements are issued or are available to be issued when applicable” 

right after the term “reasonable period of time”). 

 

 

 

 

 

TF believes nothing 

precludes the auditor from 

including this information 

in the report but 

recommends it not be 

required. 

PBTK (16) Going concern reporting. The proposed amendments to AU-C section 570 and 

related references to going concern matters contained elsewhere in the ED that would 

modify extant requirements relating to auditor reporting on going concern 

uncertainties, in our view, clearly overemphasize such matters, most particularly 

when wholly unwarranted by the circumstances at hand. Therefore, we believe the 

proposed amendments are in the category of extreme “overkill.”  

These amendments appear to have been motivated not as a result of any real user 

Not supportive  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

demand or other need but only for the questionable purpose of consistency with the 

corresponding requirements in ISA 570 (Revised). Such a wide-reaching increase in 

emphasis on going concern matters in U.S. audit reports may have been warranted 

after the global financial crisis that began in 2008 but not in 2018.  

Accordingly, we likewise view as unwarranted and object to the elevation of any 

report paragraph expressing the presence of substantial doubt that is distinctly 

separate and treated differently from other emphasis-of-matter paragraphs, as would 

be required by paragraphs .24 and .A51 of the proposed amendment to AU-C section 

570 and .A2 of the proposed SAS, Emphasis-of-Matter Paragraphs and Other-Matter 

Paragraphs in the Independent Auditor’s Report. 

We firmly believe that compliance with the FASB’s or GASB’s recently adopted 

requirements for management disclosures are sufficient to inform users and, therefore, 

preclude any need for comment in an auditor’s report, when any indicators of possible 

doubt are, nevertheless, sufficiently alleviated by facts and circumstances.  

Auditors have been cautioned for decades not to include going concern-like language 

in audit reports without using the words, “going concern” and “substantial doubt” so 

as to avert the risk that they would be viewed as “soft-pedaling” or “watering down” 

a problem to avoid a client objection. To do so would likely tend to raise concerns 

and even suspicions and be seen by users as possible evidence of an auditor’s lack of 

objectivity. Accordingly, we believe that such a proscription should remain in effect 

and be stated in any new standard.  

 

 

 

See issue 3 in agenda item 4 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

Consistent with this view, we are firmly opposed to the suggestion in paragraphs .A2 

and .A54 of the proposed SAS, Emphasis-of-Matter Paragraphs and Other-Matter 

Paragraphs in the Independent Auditor’s Report and of the proposed amended AU-C 

section 570, respectively, that even when a separate substantial doubt paragraph is 

not issued (because substantial doubt is alleviated), an auditor “may [emphasis added] 

include an emphasis-of-matter paragraph” calling users’ attention to the GAAP-

mandated management disclosures. We would much rather the standards continue to 

require auditors to deal with going concern issues in a mandatory emphasis-of-matter 

paragraph as is currently reflected in the extant auditing standard only on an exception 

basis, i.e., solely when substantial doubt exists in the auditor’s professional judgment 

as to the reporting entity’s ability to continue as a going concern and pay its 

obligations when they come due.  

We reiterate that we see no justification for auditors to single out going concern 

matters to the exclusion of other matters that may likely be more important in any 

given set of circumstances, as is proposed by paragraphs 31(b) and 36(b)(iv) of the 

Proposed SAS, Forming an Opinion and Reporting on Financial Statements, for 

mention invariably anywhere in an audit report. We believe such undue emphasis of 

going concern matters in an audit report when there are no facts and circumstances 

observed that rise to the level of substantial doubt should be discouraged by the final 

standard except when deemed in the auditor’s judgment to qualify as a KAM that is 

reportable under the terms of the engagement.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

FICPA (17) The descriptions of the responsibilities of management and the auditor are useful and 

understandable. However the Committee identified one area of potential confusion, 

in the illustration of the “Independent Auditor’s Report” on page 79-80. The 

Committee recommends that the bullet points in the paragraph “Auditors’ 

Responsibilities for the Audit of Consolidated Financial Statements” be separated so 

that the information in the bullet points is not conflated with the concept of 

professional judgment and skepticism that is referred to in the sentence immediately 

preceding. This would also address the potential for misinterpretation of the auditor’s 

responsibilities to conclude on the entity’s ability to continue as a going concern. 

Supportive with comments 

Separated sentences.  

BDO (19) Are the descriptions of the responsibilities of management and the auditor 

relating to going concern (paragraphs 31b and 36biv) useful and understandable, 

in view of the calls for more information in the auditor’s report about their 

respective responsibilities in this area?  

While we note that the descriptions of management and auditor responsibilities 

relating to going concern are not required to be included in the auditor’s report under 

PCAOB AS 3101, we agree that the descriptions of the responsibilities of 

management and the auditor relating to going concern in paragraphs 31b and 36biv 

provide additional clarity to the user of the auditor’s report and are appropriate as 

proposed.  

Supportive 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

Would any modifications to the descriptions of management’s responsibility be 

necessary for any specific financial reporting framework?  

The auditor should be permitted to modify the descriptions of management’s 

responsibility as necessary for specific financial reporting frameworks; however, we 

believe such frameworks might be better addressed as part of the project to update 

AU-C 800, Special Considerations – Audits of Financial Statements Prepared in 

Accordance with Special Purpose Frameworks. 

Are there any concerns about possible confusion or misinterpretation about the 

auditor’s responsibilities, in particular the requirement to conclude on the 

entity’s ability to continue as a going concern, recognizing that the description 

is consistent with the requirement in paragraph .20 of AU-C section 570 (SAS 

No. 132)?  

We believe the language in the proposed SAS is appropriate, clear, and 

understandable, and do not believe it will lead to confusion or misinterpretation about 

the auditor’s responsibilities. We also agree with the requirement in paragraph 14 of 

the proposed SAS, Communicating Key Audit Matters in the Independent Auditor’s 

Report, which clearly states that when substantial doubt exists about an entity’s ability 

to continue as a going concern for a reasonable period of time, in accordance with 

AU-C section 570, such matter should not be described in the “Key Audit Matters” 

section of the auditor’s report, but rather the auditor should report on this matter in 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

accordance with AU-C section 570, and include a reference to the “Going Concern” 

section in the “Key Audit Matters” section. 

ICPAS (20) Yes, except for the description of the auditor’s responsibility in paragraph 36biv, 

which the Committee believes may be misinterpreted by the users, as explained 

below. 

Would any modifications to the descriptions of management’s responsibility be 

necessary for any specific financial reporting framework? 

Response: No comment. 

Are there any concerns about possible confusion or misinterpretation about the 

auditor’s responsibilities, in particular the requirement to conclude on the entity’s 

ability to continue as a going concern, recognizing that the description is consistent 

with the requirement in paragraph .20 of AU-C section 570 (SAS No. 132)? 

Response: Yes. The Committee is concerned that the proposed language in 36biv 

is oversimplified and deviates from the original wording used in SAS 132, and, as 

a result, could mislead users as to the extent of auditor’s responsibility, as it 

implies a more absolute conclusion. The Committee would like to propose some 

potential solutions (1) using the entire description of auditor’s responsibility from 

SAS 132, which reads: “To conclude, based on the audit evidence obtained, 

whether substantial doubt about an entity’s ability to continue as a going concern for 

Supportive with comments  

 

 

 

 

 

 

 

Revised wording to align 

with AU-C 570. See issue 3 

in agenda item 4. 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

a reasonable period of time exists or (2) replacing “conclude” with “evaluate” and 

adding a reference to a “reasonable period of time” after “concern”. 

 

SVA (21) The descriptions of the responsibilities of management and the auditor are clear, 

useful and understandable regardless of the financial reporting framework used. 

Supportive  

GAO (23) We generally believe the descriptions of the responsibilities of management and the 

auditor related to going concern are useful and understandable. At this time, we have 

not identified any additional concerns about possible confusion or misinterpretation 

about the auditor’s responsibilities. Nevertheless, in our view, the ASB should add 

application guidance that recognizes that statements about an entity’s ability to 

continue as a going concern may not be applicable in certain government 

environments. This nonapplicability is specifically discussed in the federal 

government’s financial reporting framework. 

Supportive with comments.  

 

See issue 3 in agenda item 4 

MSCPA (24) The Committee views the responsibilities as set forth as useful and understandable.  

The Committee foresees no modifications needed. 

Supportive  

GT (25) Reporting on going concern 

We support the proposed requirement related to reporting on the entity’s ability to 

continue as a going concern, however, we believe such reporting further strengthens 

the need to identify which GAAP (FASB, GASB, etc.) is the applicable financial 

Supportive with comments  

TF believes nothing 

precludes the auditor from 

including this information 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

reporting framework since the notion of ‘going concern’ differs under each 

framework. Clarifying the financial reporting framework may help the user 

understand the context in which going concern was considered. 

in the report but 

recommends it not be 

required. 

NCACPA (27) We are pleased that the burden for going concern is defined as a management 

responsibility. The wording in the auditor’s responsibilities should alleviate auditors 

from thinking that they don’t have to worry about going concern issues. We are 

pleased that oversight of the financial statements is stated that it is placed on 

governance in the audit report as well. However, we would appreciate the example 

sentence being more specific. The example wording should include spots for “audit 

committee” and “board of directors” instead of “Those charged with governance”. 

Supportive with comments 

 

 

CLCPA (28) Yes, the descriptions are useful and understandable, and no, we did not identify any 

modifications to the descriptions of management’s responsibility for any specific 

financial reporting framework. We also did not identify any concerns about confusion 

about the auditor’s responsibilities. 

Supportive  

Anders (29) We have very strong concerns about the potential for confusion or misinterpretation 

of the auditor’s responsibilities here. As stated in our Introduction and General 

Comments Letter, the requirement to conclude on the entity’s ability to continue as a 

going concern, and include such conclusion affirmatively in the auditor’s report, 

establishes a dangerous precedent. Auditors employ reasonable judgements about 

going concern based on management’s assertions, but no auditor can affirmatively 

Not supportive.  

TF proposes revising to 

reflect AU-C 570 wording 

See issue 3 in agenda item 4 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

predict the future. Furthermore, FASB Accounting Standards Update 2014‐15 clearly 

places the responsibility for going concern assertions on management – not the 

auditor. There are no carve‐outs for other, routine GAAP assertions, and the auditor’s 

general opinion already contemplates the entity’s ability to continue as a going 

concern. Any affirmative statements emphasizing this are unnecessary and potentially 

harmful to the auditor. 

Baker Tilly (30) We believe that the description of the auditor’s responsibility related to going concern 

in paragraph 36biv is unnecessary and should be removed. Paragraphs 36bi and 36biii 

address the auditor’s responsibilities for identifying and assessing risks of material 

misstatement, designing and performing audit procedures responsive to those risks, 

and evaluating the reasonableness of significant estimates used by management, as 

well as the overall presentation of the financial statements, all of which would include 

the auditor’s responsibilities related to going concern. We believe that retaining this 

requirement would place undue emphasis on this one specific auditor responsibility 

while overshadowing the auditor’s many other responsibilities.  

If this requirement is retained, we do not believe that the language in paragraph 36biv 

appropriately reflects the auditor’s responsibilities as described in AU-C section 570, 

therefore, we recommend that the following language from paragraph .20 of AU-C 

section 570 replace the language in paragraph 36biv: “to conclude whether, in the 

auditor’s judgment, there are conditions or events, considered in the aggregate, that 

raise substantial doubt about an entity’s ability to continue as a going concern for a 

Not supportive  

TF proposes revising to 

reflect AU-C 570 wording  

See issue 3 in agenda item 4. 
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

reasonable period of time and whether management’s use of the going concern basis 

of accounting is appropriate.”  

 

In addition, the reference to “going concern basis of accounting” is problematic for 

audits of governments that report under accounting standards established by the 

Governmental Accounting Standards Board (GASB) because the GASB’s standards 

do not identify going concern as a basis of accounting. While we acknowledge that 

the concept of going concern applies, and that the GASB’s standards do include 

disclosure requirements related to going concern, it is not identified as a basis of 

accounting. If the Board retains this requirement in its final standard, a modification 

for governments that report under GASB accounting standards will need to be 

incorporated.  

The illustrative reports include the following in the management’s responsibility 

section, “…management is responsible for assessing ABC Company’s ability to 

continue as a going concern in accordance with accounting principles generally 

accepted in the United States of America, and using the going concern basis of 

accounting unless management either intends to liquidate ABC Company or to cease 

operations, or has no realistic alternative but to do so.” The following wording is not 

included in paragraph 31b, “…unless management either intends to liquidate ABC 

Company or to cease operations, or has no realistic alternative but to do so,” therefore, 

we recommend this additional language be removed from the illustrative reports. 

 

 

 

TF recommends removing 

reference to GC basis of 

accounting.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

OHIOCPA (31) The committee had no concerns, and found the guidance consistent with other 

professional standards. 

Supportive 

PWC (32) We do not support the requirements and illustrative wording proposed to describe 

management’s and the auditor’s responsibilities in relation to going concern. The 

changes as proposed could cause confusion for users of private company reports, as 

these users could mistake the expanded description of the responsibilities as an 

indication there is a going concern issue compared to today’s model of exception-

based reporting. We are also concerned the proposed language may overstate the 

auditor’s responsibilities and could be misinterpreted as providing a greater level of 

certainty about the company’s financial position and future prospects than would be 

warranted based on the audit work performed. In this regard, we note the challenges 

in briefly summarizing what can be a complex auditor judgment in the auditor’s 

report, where users will not have the context that the auditing standard provides.  

If the ASB decides to move forward with the requirement to include additional 

language, we believe it will be important to (1) seek feedback from the FASB, GASB 

and others as appropriate as to how management’s responsibilities should be 

described and (2) provide illustrative examples in the standard or other 

implementation guidance so standardized language exists for the most common 

financial reporting frameworks. Care must be taken to balance potential calls for 

transparency about management’s and the auditor’s responsibilities in relation to 

Not supportive  

TF proposes revisions. See 

issue 3 in agenda item 4.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

going concern with the risk the statements in the auditor’s report could be 

misunderstood. For example, although it aligns with AU-C section 570, we believe 

the required statement “we conclude on the company’s ability to continue as a going 

concern and conclude on the appropriateness of management’s use of the going 

concern basis of accounting” could be misconstrued as providing assurance on a 

company’s viability if users do not have a sufficient understanding of those concepts 

as set out in the applicable financial reporting framework or do not consider these 

statements in the auditor’s report in connection with the company’s disclosures about 

going concern. 

E&Y (33) Except as noted below, we believe the proposed descriptions of management’s and 

the auditor’s responsibilities relating to going concern are useful and understandable.  

For entities whose accounting standard setter is the Governmental Accounting 

Standards Board (GASB), there is no alternative for the use of a basis of accounting 

other than the going concern basis of accounting, such as the liquidation basis of 

accounting. All financial statements presented in accordance with the GASB general 

purpose framework presume the going concern basis of accounting. Accordingly, 

management does not have a responsibility to determine whether the use of the “going 

concern basis of accounting is appropriate.” We believe that the communicative value 

of the proposed auditor’s report to users is diminished when it includes a requirement 

for the management’s responsibility section of entities subject to the GASB 

framework to determine whether the going concern basis of accounting is appropriate 

Supportive with comments 

 

TF proposes revisions. See 

issue 3 in agenda item 4.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

because it may confuse users of the report by implying an alternative other than the 

going concern basis of accounting exists.  

Accordingly, we recommend the Board add application guidance to proposed 

paragraph 31b and consider conforming amendments to the application guidance in 

AU-C 570, The Auditor’s Consideration of an Entity’s Ability to Continue as a Going 

Concern, to state that management of entities subject to the GASB framework is not 

required to “determine whether the use of the going concern basis of accounting is 

appropriate” for the entity. 

KPMG (34)  With one exception (paragraph 31(b) below), we have no concerns about 

possible confusion or misinterpretation of the auditor’s responsibilities as it 

relates to going concern, nor do we believe any aspects of the auditors’ 

responsibilities has been omitted.  

Supportive with comments 

Same response included in 

Q1 

NSAA (36) We aren’t convinced that including going concern language in every report, when 

there is no substantial doubt about the ability to continue as a going concern, will be 

useful and understandable to readers for the following reasons: 

 The term going concern basis (versus liquidation basis) is often confused with 

bases of accounting (accrual, cash basis, etc.), and we are concerned whether 

the language will be clear to an average reader. We believe there is a risk of 

Not supportive  

TF revised wording to align 

with AU-C 570  

See issue 3 in agenda item 4.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

misunderstanding or misinterpretation of what auditors are trying to 

communicate by using technical audit terminology in the audit report. 

 Going concern connotates a negative situation versus the true negative 

situation of substantial doubt about the entity’s ability to continue as a going 

concern. A user unfamiliar with the going concern basis of accounting may 

assume that if it is appropriate for the entity to use the going concern basis of 

accounting, the entity may be ceasing operations. 

 Most entities do not have substantial doubt about their ability to continue as a 

going concern. As such, requiring the auditor to report every year that the 

entity is a going concern will merely become boilerplate language, and be 

glossed over by the reader when an entity does actually report that there is 

substantial doubt about being a going concern. 

Accordingly, we strongly suggest the Board reconsider putting this language in every 

report.  However, if the Board chooses not to remove this requirement, we encourage 

the requirement paragraphs (27, 31(b) and 36(b)(iv)) and the report illustrations 

(paragraph A83), including required wording for the auditor’s report, be revised to 

address the first two bullets above to clarify to the average reader what a going 

concern is. 

 

 

 

Revised wording  

 

 

 

Noted.  

D&T (37) D&T believes the descriptions of the responsibilities of management and the auditor 

relating to going concern are useful and understandable in view of the calls for more 

information in the auditor’s report about the respective responsibilities of auditors and 

Supportive with comments 

TF proposes revisions. See 

issue 3 in agenda item 4.  
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ED Question 2 — Are the descriptions of the responsibilities of management and the auditor relating to going concern (paragraphs 31b 

and 36biv) useful and understandable, in view of the calls for more information in the auditor’s report about their respective responsibilities 

in this area? Would any modifications to the descriptions of management’s responsibility be necessary for any specific financial reporting 

framework?  Are there any concerns about possible confusion or misinterpretation about the auditor’s responsibilities, in particular the 

requirement to conclude on the entity’s ability to continue as a going concern, recognizing that the description is consistent with the 

requirement in paragraph .20 of AU-C section 570 (SAS No. 132)?   

Responder Comment TF Consideration / 

Response 

management in this area. For financial statements prepared in accordance with GASB 

standards, the going concern basis of accounting is not defined in the GASB 

standards. Therefore, as discussed above, we believe further consideration should be 

given as to whether additional application material is necessary, or whether a modified 

requirement is needed. 

 

 

 

 

ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

TIC (2) TIC believes there may not be an added benefit to putting this information in the 

report as in certain cases it could result in confusion and it might detract from the 

Not supportive 
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

fact that management is ultimately responsible for the fair presentation of the 

financial statements.   

TF recommends removing 

the requirement to identify 

those responsible for 

oversight of the financial 

reporting process.   

TN State (3) This scenario might occur in smaller governments, but we believe it will present no 

practical difficulties. 

Supportive 

TF recommends removing  

NYSSCPA (4) We believe the identification of such responsibilities are communicated in the 

engagement letter to those charged with governance. Such requirements should be 

supplemented with discussions with the individual responsible for the financial 

reporting process of the owner-managed entity. Therefore, we see no potential for 

user confusion in this regard. 

Supportive 

TF recommends removing  

RSM (5) We do not believe the requirement to identify those responsible for the oversight of 

the financial reporting process will present any practical difficulties when those 

responsible for the oversight of the financial reporting process also are responsible 

for preparation of the financial statements. 

Supportive 

TF recommends removing  

NJCPA (6) The Group believes it is not necessary to require disclosure in the Report about 

whether those responsible for oversight of financial reporting are also responsible for 

preparation of the financial statements.  This proposed change has no effect on the 

quality of the audit. 

Not supportive 

TF recommends removing  
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

NASBA (7) We believe that there will likely be difficulties for auditors of small owner-managed 

entities, as well as some governmental and not-for-profit entities, related to the 

identification of those responsible for oversight of the financial reporting process. 

Paragraph A43 indicates that “no reference to oversight responsibilities is required” 

when there is no separation of preparation and oversight of the financial reporting 

process.  We suggest the reporting examples in the proposed Standard reference this 

guidance, to make it clear that this situation may exist, and that sentence would not 

be required in the report. 

Supportive with comments  

TF recommends removing  

Office of the 

Washington State 

Auditor (8) 

We question the value of this new proposed requirement and suggest it be eliminated. 

We are unclear what problem this new requirement is intended to solve or need this 

information is satisfying for audit report users. 

Not supportive  

TF recommends removing  

Smith & Howard 

PC (9) 

We believe the potential inclusion of Key Audit Matters (“KAMs”) in the auditors’ 

report for nonissuers to be inappropriate and potentially harmful to the audit process; 

please refer to our response to proposed AU-C section 701 and questions 5 and 6 

below for further discussion of this matter. 

In regards to modifying the auditors’ report in accordance with the proposed revisions 

to AU-C section 720 (proposed SAS The Auditor’s Responsibilities to Other 

Information Included in Annual Reports) please refer to our separate comment letter 

in response to that proposed SAS. 

We believe the other proposed changes to AU-C section 700 are not specifically 

useful and will not impact the understandability or relevance of the auditors’ report; 

Supportive with comments 

TF recommends removing  

Repetitive of questions 1 

and 2 – last bullet may 

apply to this question  



Auditor Reporting -Comment Letter Analysis (AU-C 700; Q1-4) 
ASB Meeting, October 15-17, 2018 

Agenda Item 4C    Page 47 of 109 

 

ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

however, we also do not believe these proposed changes will negatively impact the 

auditors’ report or the audit process. 

CliftonLarsonAllen 

LLP (10) 

The proposed revisions require the auditor’s report to 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. When all individuals responsible for the oversight of the financial 

reporting process are also responsible for the preparation of the financial statements, 

no reference to oversight responsibilities are required. 

It is not uncommon, in small owner-managed entities, for management and 

governance to be the same and hence have overlapping responsibilities such as 

preparing the financial statements as well as oversight of the financial reporting 

process. 

We believe that it may be confusing to the users of the financial statements if the 

report letter only contains a statement when the responsibility for the preparation and 

oversight of the financial statements reside with different individuals/parties and not 

when the responsibilities reside with the same individuals. The users of the financial 

statements should not change their reliance on the financial statements dependent on 

who is responsible for the oversight process. This could be an unintended 

consequence with how the current revisions are written. Therefore, our suggestion 

would be to include a statement in the report letter regardless of where the 

responsibilities reside which would also be in the spirit of the proposed SAS which is 

to create increased transparency. 

Supportive with comments  

TF recommends removing  
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

AAFCPAs (11) The requirement to identify those responsible for oversight of the financial reporting 

process will not present any additional difficulties.  However, in the “auditor’s 

responsibilities for the audit of the financial statements” section, we suggest to 

remove the wording related to the communication of the planned scope and timing of 

the audit as these items do not seem significant and relevant to those charged with 

governance’s responsibility to oversee the financial reporting process.   

AU-C Section 260 clearly documents the required communications from auditors to 

those charged with governance with regards to the financial statement audit, including 

the planned scope and timing of the audit, the auditor’s review about qualitative 

aspects of the entity’s accounting practices, significant difficulties, disagreements 

with management, significant audit findings, uncorrected misstatements, etc. If the 

intension is to provide report users with an understanding of the auditor’s 

responsibilities about the communication of the financial statement audit with those 

charged with governance, all of the required communications should be listed out in 

the auditor’s report.  If not, we suggest to remove the wording about “the planned 

scope and timing of the audit” as follows: 

 “We communicate 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 we identified during our audit.” 

Supportive with comments 

See issue 5 in agenda item 4 

 

 

 

 

 

Cherry Bekaert 

(13) 

We believe the requirement to identify those responsible for the oversight of the 

financial reporting process would present practical difficulties when that represents 

the same group responsible for preparation of the financial statements, which we 

Supportive with comments 

TF recommends removing  



Auditor Reporting -Comment Letter Analysis (AU-C 700; Q1-4) 
ASB Meeting, October 15-17, 2018 

Agenda Item 4C    Page 49 of 109 

 

ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

believe would be a common occurrence for entities with non-complex structures 

where no audit committee or board of directors may exist. However, we note that the 

application material in A43 clarifies that no reference to oversight responsibilities is 

required in these situations, as demonstrated in Illustration 3. We therefore support 

that the ASB continue to include this application material.  

We would also recommend that application material related to paragraph 37 be added 

to provide clarification on how the auditor’s report should be worded when these 

parties are the same. We believe that without changes, this wording as included in 

Illustration 3 may lead to confusion by causing users to believe that those charged 

with governance represents a group separate from management. 

OAG (14) Since the requirement is limited to instances when those responsible for 

oversight are different than those responsible for the preparation and fair 

presentation of the financial statements, we do not anticipate difficulties. 

supportive 

MACPA (15) Although we have no issue with the requirement, we are in agreement it 

doesn’t add much value either. 

Supportive with comments  

 

FICPA (17) The Committee concluded that there is no additional burden placed by the ED in 

identifying those responsible for the oversight from those responsible for the 

preparation of financial statement. That has been, and continues to be a challenge in 

the current circumstances, and the Committee believes that the ED does not add to 

those practical difficulties. 

Supportive  

TF recommends removing  
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

BDO (19) We do not believe identification of those responsible for the oversight of the financial 

statements is necessary for any entity, consistent with the PCAOB auditor reporting 

model. However, if the requirement is retained, we do not believe there is any more 

difficulty identifying those responsible for the oversight of the financial reporting 

process in the context of the proposed standard than identifying those parties for 

purposes of the audit. 

Not supportive  

TF recommends removing  

ICPAS (20) Yes, we believe there may be practical difficulties because of the language in the 

proposed draft and the associated application material as written. We agree that 

governance is responsible for the oversight. However, the application material on 

page 46 of the Exposure Draft, section A43, needs, in our opinion, to be adjusted 

regarding the word “all”. There could be circumstances when certain members of 

governance prepare the financial statements such as in the case of a small closely held 

corporation or small not for profit, where governance prepares the financial 

statements or the organization hires an outside firm to prepare the financial 

statements. We are concerned how those situations may impact the auditor’s report 

given the guidance in the application material. 

Supportive with comments  

TF recommends removing  

SVA (21) The requirement to identify those responsible for the oversight of the financial 

reporting process should not present any practical difficulties when those responsible 

for the oversight are also responsible for preparation of the financial statements.  The 

proposed explanatory paragraph A43 makes clear that no reference to oversight 

responsibilities is required if those same individuals are responsible for the 

preparation of the financial statements. 

Supportive  

TF recommends removing  



Auditor Reporting -Comment Letter Analysis (AU-C 700; Q1-4) 
ASB Meeting, October 15-17, 2018 

Agenda Item 4C    Page 51 of 109 

 

ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

Association of 

Local Government 

Auditors (22) 

No. We do not believe that it would present any practical difficulties. However, it 

would be helpful if the auditor’s report clearly stated that management is responsible 

for oversight as well as preparation of the financial statements. Therefore, we 

recommend that paragraph A43, and related illustrations, be amended to state that the 

section of the report describing management’s responsibilities should state that 

management is also responsible for oversight.  

Supportive with comments  

TF recommends removing  

GAO (23) As noted above, we support the ASB’s efforts to converge its standards with the 

standards promulgated by the IAASB. While there may be practical difficulties in 

identifying those responsible for the oversight of the financial reporting process, we 

believe that judgment will assist auditors in complying with this requirement. 

Supportive  

TF recommends removing  

MSCPA (24) There are requirements related to nonattest services such as the preparation of 

financial statements.  The auditor must follow those requirements.  As long as the 

nonattest standards are followed the Committee identified no issue with this situation. 

Supportive  

TF recommends removing  

NCACPA (27) We believe while this requirement may cause a redundancy when the same members 

of management are responsible for the oversight of reporting and preparation of the 

financial statements, we do not believe there are any practical difficulties above and 

beyond normal segregation of duty issues. However, our task force had difficulty 

identifying the value of those responsible. 

Supportive  

TF recommends removing  

CLCPA (28) No; but we do not believe this identification of those charged with governance is 

meaningful to any non-issuers or the users of the financial statements. 

Not supportive 

TF recommends removing  
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

Anders (29) Indeed, we feel the potential for difficulties is strong, particularly in the case of small 

owner‐managed entities. 

Not supportive  

TF recommends removing  

Baker Tilly (30) We believe that the application guidance related to the requirement to identify those 

responsible for oversight of the financial reporting process should be clarified. The 

proposed standard is not clear as to whether “identify” refers to the name of the group, 

the title(s) of the individual(s), or the specific name(s) of the individual(s) responsible 

for oversight. Based on the example reports included in the exposure draft, it appears 

that the intent of the proposed standard is for the auditor to include the name of the 

group or the title(s) of the individual(s) responsible for oversight, therefore, we 

believe additional clarification would be helpful. 

Supportive with comments  

TF recommends removing  

OHIOCPA (31) While there may be practical difficulties the committee felt the proposed standard 

provides clear direction if those responsible for the oversight of the financial reporting 

process are also responsible for the preparation of the financial statements. 

Supportive  

TF recommends removing  

PWC (32) We do not believe this requirement within the proposed revisions to section AU-C 

700 will present practical difficulties, as paragraph A43 of proposed AU-C section 

700 confirms no reference to oversight responsibilities is required in the auditor’s 

report when all the individuals responsible for the oversight of the financial reporting 

process are also responsible for the preparation of the financial statements. 

Supportive  

TF recommends removing  

E&Y (33) We do not believe the identification of those charged with governance and the 

description of their oversight responsibilities in the auditor’s report would be 

Not supportive  
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

meaningful for users of the financial statements. Further, we do not believe that the 

statement that the auditor communicates certain matters with those charged with 

governance should be included in the auditor’s report, unless all such communications 

occur before the auditor’s report is issued.  

The current standards recognize that “governance structures vary by entity, reflecting 

influences such as size and ownership characteristics”11 and that “such diversity 

means that it is not possible for this section to specify for all audits the person(s) with 

whom the auditor is to communicate particular matters. Also, in some cases, the 

appropriate person(s) with whom to communicate may not be clearly identifiable 

from the engagement circumstances.”12 Due to such diversity, we believe that 

identifying those charged with governance and describing their oversight 

responsibilities in the auditor’s report could be misleading to users, particularly 

because users of financial statements in the US may equate those charged with 

governance to an audit committee of a public entity. Generally, an audit committee of 

a public entity has more defined responsibilities and their oversight tends to be more 

rigorous.  

If the ASB decides to include statements about those charged with governance in the 

auditor’s report, we believe the definition of those charged with governance should 

be clarified. AU-C 260 defines those charged with governance as the person(s) or 

organization(s) (for example, a corporate trustee) with responsibility for overseeing 

the strategic direction of the entity and the obligations related to the accountability of 

the entity. This includes overseeing the financial reporting process.13 14 Paragraph 

A42 of the proposal provides examples such as the audit committee or the board of 

directors. However, the PCAOB’s definition of an audit committee does not include 

TF recommends removing  
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

responsibility for overseeing the strategic direction of the entity,and a board of 

directors typically does not oversee the financial reporting process. Identifying a 

person(s) or organization(s) that meet the definition of those charged with governance 

is challenging because certain person(s) of the governance structure may have 

responsibility for overseeing the financial reporting process while others have 

responsibility for overseeing the strategic direction of the entity.  

We believe if the statement that the auditor has responsibility to communicate with 

those charged with governance is included in the auditor’s report, then the 

responsibilities of those charged with governance should always be included in the 

report. This would also eliminate the practical challenges of determining whether all 

individuals responsible for oversight of the financial reporting process are also 

responsible for the preparation of the financial statements. Certain individuals may 

contribute information used in the preparation of the financial statements, such as 

certain journal entries or disclosures, but whether such involvement is considered 

preparation of the financial statements is subject to interpretation. 

KPMG (34) We believe that the requirement to identify and communicate with those responsible 

for the oversight of the financial reporting process will present some practical 

difficulties, in the short term, but in the long term will enhance audit quality. 

Supportive 

TF recommends removing  

Same response included in 

Q1 

Laura Lindal (35) AU-C section 700.32 clearly states those responsible for oversight of the financial 

reporting process should be identified when they are different from those who are 

Supportive with comments 
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ED Question 3 — Will the requirement to identify those responsible for the oversight of the financial reporting process present any 

practical difficulties when those responsible for the oversight of the financial reporting process are also responsible for preparation of the 

financial statements (as may be the case, for example, in a small owner-managed entity)? 

Responder Comment TF Consideration / 

Response 

responsible for the preparation and fair presentation of the financial statements. When 

the responsible party is the same, no statement is required in the auditor’s report. This 

seems sufficiently clear. 

AU-C section 700.A42 states Examples of other appropriate terms for “those charged 

with governance” include “the audit committee” or “the board of directors.” Could 

the statement be amended to . . . directors” or other similar terms.? Would terms 

such as “board of trustees” or “council members” also be appropriate? 

TF recommends removing  

NSAA (36) Because paragraph A43 provides for no reference to oversight responsibilities in the 

report when those responsible for oversight of the financial reporting process are the 

same as those responsible for the preparation of the financial statements, we do not 

see any practical difficulties. 

However, we do question the value of this new proposed requirement in paragraph 

32. We question whether including a statement in the auditor’s report adds value for 

the reader in those situations where those responsible for the oversight of the financial 

reporting process differ from those responsible for preparation of the financial 

statements. First, we believe some auditors will use generic terms like “those charged 

with governance” while others will use specific titles of individuals, creating 

inconsistency in practice. But ultimately, we don’t believe this information is critical 

to the reader in understanding the information communicated in the auditor’s report. 

Not supportive  

TF recommends removing  

D&T (37) D&T believes the requirement to identify those responsible for the oversight of the 

financial reporting process does not present practical difficulties as described in 

question 3. 

Supportive 

TF recommends removing  
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

TIC (2) TIC believes that the proposed section 700 is too light on optionality wording 

related to KAMs and this is currently addressed mostly in the proposed section 701. 

TIC’s preference would be to address the optionality in section 700 as well so that 

constituents only need to look to section 701 when they chose to include KAMs.   

For instance, the Introduction Scope section of this proposed standard in paragraph 2 

reads as follows:   

 Proposed SAS Communicating Key Audit Matters in the Independent Auditor’s 

Report  addresses the auditor’s responsibility to communicate key audit matters in 

the auditor’s  report.  

TIC believes this wording should reflect the optionality for private companies at the 

start of the standard.  Perhaps it could be added as part of the application guidance. 

For example, paragraph. A1 could indicate that KAMs are not required for audits of 

nonissuers. Alternatively, perhaps paragraph 28 should clearly indicate that 

reporting KAMs is optional.  

In addition, paragraph .28 currently indicates the following:  

 The auditor may be required to communicate key audit matters by law, regulation, 

or  contractual agreement.  

TIC is currently unaware of a situation where a non-public business entity would be 

required to communicate KAMs. Therefore, unless the ASB has specifically 

Supportive with comments 

 

 

New paragraph 3A added to 

clarify that KAM is not 

required 

 

Paragraph A39 removed  
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

identified situations where this would occur, TIC believes this wording should be 

removed from the ED to prevent any confusion in practice. 

TN State (3) We agree that the information is useful and will provide greater transparency; 

however, the language is likely to become boiler plate whereby only the sophisticated 

users will truly know the meaning.  We believe the language is necessary to mitigate 

the expectation gap. 

Supportive  

NYSSCPA (4) The expanded description of the auditor’s responsibilities provides more useful 

information to the users of the audited financial statements as to the salient objectives 

of an audit as well as the role of the auditor. Paragraph 35(b) provides further insight 

into the concept of reasonable assurance. Paragraph 35(c) defines the concept of 

materiality, although it is still very subjective as one user’s conclusion may be 

different from another user’s, as discussed in the FASB’s most recent project on the 

definition of materiality. We concur with the proposed reporting language. 

We do not believe there are any aspects of the auditor’s responsibilities that should 

be added to the proposed standard.  

Supportive  

RSM (5) We believe the expanded description of the auditor’s responsibilities provides useful 

information about what an audit is and what the auditor does. We are not aware of 

any aspects of the auditor’s responsibilities that should be added. 

Supportive  

NJCPA (6) The Group believes the proposed expanded description of the auditor’s 

responsibilities will not provide users with more transparency and useful information 

Not supportive 
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

as they desire.  For users to have greater transparency the report should be 

straightforward and avoid additional indirect language. 

TF continues to support 

convergence with IAASB 

NASBA (7) We do not believe the Standard should use the word “guarantee” in the proposed 

model and suggest the following: 

“Reasonable assurance is a high level of assurance but is not absolute 

assurance and therefore an audit conducted in accordance with GAAS is not a 

guarantee will not always detect a material misstatement when it exists.” 

Supportive with comments 

TF continues to support the 

use of “guarantee” per prior 

ASB discussion 

Office of the 

Washington State 

Auditor (8) 

We appreciated the use of bullets for this section in the illustrative reports. However, 

the current language is more straightforward and clear than the expanded descriptions 

in the proposed standard. We are not in favor of increasing the amount of boilerplate 

in the audit report. For example, it is unnecessary to state that the objective of an 

auditor is to issue an auditor’s report that includes the auditor’s opinion, as required 

by the proposed AU-C section 700.35a(ii), or that the auditor exercises professional 

judgment and professional skepticism, as required by proposed AU-C section 

700.36a. Also, we do not believe it is appropriate to add commentary on which kind 

of risk of material misstatement might be harder to detect, as required by proposed 

AU-C section 700.36b(i). 

Not supportive 

TF supports convergence 

with IAASB; however, 

proposes certain changes to 

align with U.S.  

(see proposed changes in 

agenda item 4A) 

Smith & Howard 

PC (9)  

We believe the potential inclusion of Key Audit Matters (“KAMs”) in the auditors’ 

report for nonissuers to be inappropriate and potentially harmful to the audit process; 

please refer to our response to proposed AU-C section 701 and questions 5 and 6 

below for further discussion of this matter. 

Supportive with comments  
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

In regards to modifying the auditors’ report in accordance with the proposed revisions 

to AU-C section 720 (proposed SAS The Auditor’s Responsibilities to Other 

Information Included in Annual Reports) please refer to our separate comment letter 

in response to that proposed SAS. 

We believe the other proposed changes to AU-C section 700 are not specifically 

useful and will not impact the understandability or relevance of the auditors’ report; 

however, we also do not believe these proposed changes will negatively impact the 

auditors’ report or the audit process. 

 

CliftonLarsonAllen 

LLP (10) 

We believe that the proposed SAS better describes the auditor’s responsibilities and 

provides greater transparency into the auditor’s role and responsibilities. We believe 

the expanded descriptions in the following areas are particularly beneficial: 

 The first bullet under the auditor’s responsibilities section provides better 

clarity around the auditor’s responsibility for the detection of fraud and the 

higher risk around detecting fraud. We feel that drawing specific attention 

to this will provide a greater understanding for the users of the report 

regarding the responsibilities of auditors as it relates to detecting fraud. 

 In regards to the reference to misstatements and defining whether they are 

considered material, we suggest the sentence which indicates “are 

considered material if, individually or in the aggregate, they could 

reasonably be expected to influence the economic decisions of users” 

provides better context for users to understand the concept of materiality.  

Supportive with comments  

 

 

Noted 
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

However, we also suggest that the following proposed report language may be 

confusing or cause misinterpretation by the user as follows: 

 We like the idea of referencing the auditor’s role in communicating with 

governance because it will alert the user that those charged with 

governance are critically involved with the audit. However, we suggest 

removing the reference to significant deficiencies and material weaknesses 

in internal control. Since those communications are generally restricted to 

certain parties, including such a reference in the auditor’s report will likely 

draw attention to such deficiencies to a broader set of users. 

 

See issue 5 in agenda item 4  

AAFCPAs (11) The expanded description of auditor's responsibilities does provide useful information 

and greater transparency. The first paragraph of the section seems to adequately 

address the auditor's responsibility. The detail bullets in the second section appear to 

duplicate information presented in the first paragraph, other than the going concern 

bullet. We recommend incorporating the going concern bullet into the first paragraph 

of the auditor’s responsibilities, and omitting the section 

Supportive with comments 

TF supports retaining the 

sections with changes. (see 

proposed changes in agenda 

item 4A) 

Cherry Bekaert 

(13) 

We believe the expanded description of the auditor’s responsibilities does provide 

useful information and greater transparency. We do not note any aspects of the 

auditor’s responsibilities to be added. 

Supportive  

OAG (14) The suggested wording does provide an appropriate description of the auditor's 

responsibility and we have no suggested additions. 

Supportive  

MACPA (15)  Yes, we agree it does provide useful information and greater transparency. Supportive  
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

Are there any aspects of the auditor’s responsibilities that should be added? 

 See below. 

[see specific comments to paragraphs 40, 42, A6 and A11] 

FICPA (17) The Committee feels that the ED overall addresses the issue of auditor’s 

responsibilities, and the response to Question #2 are recommendations to enhance the 

clarity of these responsibilities. 

Supportive with comments  

BDO (19) We support the expanded description of the auditor’s responsibilities, including the 

key features of the audit, as we believe it appropriately balances the need for greater 

transparency into what an audit is and what an auditor does with the calls by investors 

to avoid excessive and unnecessary boilerplate language. We do not believe that any 

additional descriptions are necessary, as various stakeholders have expressed 

concerns regarding extensive boiler plate language. 

Supportive  

ICPAS (20) Yes, except as noted above. 

Are there any aspects of the auditor’s responsibilities that should be added? 

Response: No comment. 

Supportive with comments  

SVA (21) The expanded description of the auditor’s responsibilities does provide useful 

information and greater transparency.  In practice, the largest expectation gap between 

users of financial statements and the responsibilities of auditors seems to revolve 

around fraud.  The revisions better address auditor’s responsibilities in this area and 

Supportive  



Auditor Reporting -Comment Letter Analysis (AU-C 700; Q1-4) 
ASB Meeting, October 15-17, 2018 

Agenda Item 4C    Page 62 of 109 

 

ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

should be helpful in reducing the expectations gap.  I did not identify any additional 

aspects of the auditor’s responsibilities that should be added. 

GAO (23) We believe that the improved description of the responsibilities of the auditor and the 

key features of the audit will enhance the usefulness of the auditor’s report for users 

of the financial statements. We have not identified any aspects of the auditor’s 

responsibilities that should be added. 

Supportive  

MSCPA (24) The Committee only issue is with the Key Audit Matters as described in our general 

comment above.  The Committee foresee no issue with the expanded description of 

the auditor’s responsibilities. 

Supportive  

NCACPA (27) We believe that making reference to the terms “fraud” and “collusion” will give 

readers the impression that auditors are looking for these acts when in fact they are 

not. Instead of making the procedures less ambiguous, it makes the reader wonder 

why auditors are not doing more. 

Supportive with comments  

TF moved location of this 

content  

CLCPA (28) Yes; we believe the descriptions of auditor’s responsibilities provides useful 

information and we are not aware of any additional information about the auditor’s 

responsibilities should be added. 

Supportive  

Anders (29) While we do not object to the expanded description of the auditor’s responsibility 

(with the noted exception of concluding on going concern discussed in #2), we do not 

feel these expanded descriptions will provide greater transparency to the audit report. 

Not supportive  
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

Baker Tilly (30) In general, we agree with the expanded requirements, except for the language in 

paragraph 36biv as noted above and the last sentence of paragraph 36bi, “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.” We believe that this sentence 

includes excessive detail, and therefore, should be removed from the proposed 

standard. 

Supportive with comments 

Content moved to new 

location  

OHIOCPA (31) The committee thought the guidance was clear. Supportive  

PWC (32) We do not believe there are any aspects of the auditor’s responsibilities that should 

be added. Rather, we suggest streamlining the description to align with what the 

PCAOB has required to be included in reports. We are concerned the significant 

differences in how the auditor’s responsibilities are described between the two reports 

could incorrectly imply the scope of these audits are different or otherwise cause 

confusion for users. For example, although the description of the auditor’s 

communication with those charged with governance is not incorrect, some users may 

view this statement as implying significant deficiencies or material weaknesses had 

been identified.  

We note the PCAOB considered whether to incorporate the IAASB’s additional 

elements, but ultimately concluded not to include these given little interest from 

investors in such additional language during the Board's initial outreach and the risk 

that it would be boilerplate. 

Not supportive  

TF supports convergence 

with IAASB, but has looked 

for opportunities for 

alignment with the PCAOB 

form of report. 

TF proposes revisions to 

content 
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

E&Y (33) Overall, we support expanding the description of the auditor’s responsibilities in the 

auditor’s report because it would narrow the expectation gap between what some 

users of the report believe an audit is and what the auditor actually does. However, 

we believe the proposed description could be improved by explaining that the 

reasonable assurance, rather than absolute assurance, provided by an audit performed 

in accordance with GAAS is in part due to examining evidence supporting financial 

statement amounts and disclosures on a test basis. This clarification would further 

align with the enhancements to the auditors’ report recently adopted by the PCAOB 

for audits of public companies. Accordingly, we propose the following edit to 

paragraph 36b.i:  

► 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 

procedures responsive to those risks; and to obtain and examine, on a test 

basis, audit evidence regarding the amounts and disclosures in the financial 

statements that is sufficient and appropriate to provide a basis for the auditor’s 

opinion.  

Supportive with comments  

 

TF proposes clarification 

about examining on a test 

basis (see proposed changes 

in agenda item 4A) 

 

 

 

Similar change proposed 

NSAA (36) Except for our concerns addressed in our response to question #2 above, the expanded 

description of the auditor’s responsibilities, including the audit’s key features, may be 

useful information.  However, providing a specific list may be misleading if users 

assume the list is all-inclusive. To address this, paragraph 36 could be revised to state 

“…that the auditor’s report should further describe the following main 

responsibilities:”. In addition, the illustrative report could include a sentence before 

the bulleted list of responsibilities that is expanded from “We also:” to something 

Supportive with comments 

TF does not support using 

“main responsibilities” but 

changed wording to say “in 

performing an audit in 

accordance with GAAS…” 
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

such as, “Our main responsibilities also include:” (with appropriate grammatical 

changes to the bulleted list to accommodate this new lead sentence). 

In addition, although the information may be useful, we believe it could become 

boilerplate, whereby only the sophisticated users will truly understand the verbiage in 

the report. Page 8 of the exposure draft noted that other than the opinion, users 

believed much of the audit report was “boilerplate in nature and provided little 

transparency into the audit.” We are concerned that users will also deem this 

additional language as boilerplate. 

Following are other comments relating to the proposed auditor responsibilities: 

 Paragraph 35(a)(i) – We encourage the Board to consider including additional 

application guidance for audits governmental entities within the proposed 

SAS. Specifically, related to paragraph 35.a.i on page 47 and in Illustration 1 

on page 68, under the heading “Auditor’s Responsibilities for Audit of 

Financial Statements”, a governmental auditor would not opine on the 

financial statements “as a whole” since auditors establish opinion units for 

governmental entities. 

 Paragraph 35(b) – We believe that using the word “guarantee” in describing 

the level of assurance provided through an audit could lower a reader’s 

perception of the reliance that can be placed on the audit. We suggest 

rewording the paragraph as follows, “State that reasonable assurance is a high 

level of assurance but is not absolute assurance and, therefore, there is an 

unavoidable risk that an audit conducted in accordance with GAAS may not 

detect a material misstatement that exists. 

(see paragraph 36 in agenda 

item 4A) 

 

 

 

 

 

 

Par A5 to par 11 already 

covers this.  

 

 

TF discussed and concluded 

to retain “guarantee” for 

reasons as discussed 

previously with the board  

 

Par 37 does allow for the 

placement of that report as 
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ED Question 4 — Does the expanded description of the auditor’s responsibilities, including the key features of the audit, provide useful 

information and greater transparency into what an audit is and what the auditor does? Are there any aspects of the auditor’s responsibilities 

that should be added? 

Responder Comment TF Consideration / 

Response 

 Paragraph 37 – In an audit conducted in accordance with Government Auditing 

Standards, we are required to prepare a separate report describing internal 

control deficiencies that would be considered a significant deficiency or 

material weakness. This report would be referenced in the Other Reporting 

Responsibilities of the audit opinion. For audits conducted under these 

standards, we suggest that the standard be modified to allow for the statement 

required in paragraph 37 to be included in the Other Reporting 

Responsibilities (paragraph 38) section of the report. 

part of other reporting 

responsibilities as noted in 

par A47 – see issue 5 in 

agenda item 4. 

D&T (37) 
D&T believes the expanded description of the auditor’s responsibilities, including 

the key features of the audit, provides useful information and greater transparency 

into what an audit is and what an auditor does. D&T does not believe there are any 

other aspects of the auditor’s responsibilities that should be added. 

Supportive  
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Summary of Comments (by paragraph) on the Exposure Draft of the Proposed SAS, Forming an Opinion 

and Reporting on Financial Statements  

 

Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Scope of This Proposed SAS (paragraphs 1-5; A1-A2) 

5 GT (25) In the last sentence of this paragraph, we believe the use of the 

word “unusual” creates a potentially inappropriate negative 

connotation for the corresponding circumstances. Therefore, 

we recommend the Board instead use “unique” or 

“uncommon,” which we believe better conveys the intended 

meaning. 

Wording comes from extant AU-C 

700 so no changes proposed. 

Paragraph 5 PWC (32) Paragraph 5 of AU-C section 700 - We are not convinced the 

ASB has sufficient evidence that the changes in the proposed 

SAS will result in the information provided in the auditor’s 

report being more relevant to users. We suggest this sentence 

be deleted.  

Paragraph revised. See proposed 

changes in agenda item 4A. 

A3 GT (25) In order to maintain consistency with similar references, we 

recommend the following edits to the second and third 

sentences of this paragraph: 

Law, regulation, provisions of contracts or grant 

agreements, and Government Auditing Standards…. 

These additional objectives include…reporting material 

Paragraph revised. See proposed 

changes in agenda item 4A. 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

weaknesses and significant deficiencies in internal control 

over financial reporting identified noted during the audit. 

A3 D&T (37) D&T recommends that the heading above paragraph A3 be 

changed to “Considerations Specific to Audits Performed in 

Accordance with Government Auditing Standards” and that 

the beginning of paragraph A3 be modified as follows, as the 

content in the paragraph is broader than just audits of 

governmental entities (e.g., the content applies to not-for-

profit entities as well):  

 

For audits of governmental entities performed in accordance 

with Government Auditing Standards, the objective . . .  

 

Paragraph revised. See proposed 

changes in agenda item 4A. 

5, 26(c), 43, and 45 KPMG (34) For the Board’s consideration, our comments and suggestions 

to specific requirements and application material follows:  

• Paragraphs 5, 26(c), 43 and 45 – As we previously stated, we 

believe that the Proposed Standard should more closely align 

with PCAOB AS 3101, or at a minimum permit flexibility in 

its application – even when not reporting in accordance with 

both GAAS and PCAOB standards. The language from the 

same paragraph in ISA 700.05 that recognizes the need for 

flexibility in the auditor’s report to accommodate particular 

circumstances of individual jurisdictions was not brought over 

into the Proposed Standard. In the US, we believe this is 

TF believes paragraph 45 provides 

for dual reporting and for the use of 

the PCAOB form of report when 

needed.   See issue 6 in agenda item 

4.   
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

relevant, albeit in a slightly different context. In our practice, 

there are a consistent volume of entities that have a desire to 

raise capital through a public offering, which requires them to 

be re-audited under PCAOB standards. It would be in the 

public interest to allow for auditors to use the PCAOB’s report 

in audits performed only in accordance with GAAS to 

minimize reporting differences when auditors issue a report 

under PCAOB standards when it was previously issued under 

GAAS. We are also experiencing an increase in the number of 

dual standard engagements because of public perception of 

differences between the two national standard setters despite 

the audit being the same level of reasonable assurance.  

Effective Date (paragraph 6) 

6 KPMG (34)  Paragraph 6 – As the PCAOB and the ISA reports are 

already using the same or similar format as this Proposed 

Standard, early implementation should be permitted. If 

not, then we believe the effective dates of all reporting 

standards should be the same. Proposed AU-C section 720 

is for periods beginning on or after June 19, 2019 and this 

Proposed Standard is for periods ending on or after June 

19, 2019 (which we believe is too aggressive).  

Intent is for the effective dates to be 

aligned.  

Objectives (paragraph 7; A3) 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Definitions (paragraphs 8-9; A4) 

    

Requirements (and/or Application Material) 

Forming an Opinion on the Financial Statements (Paragraphs 10-15; A5-A19) 

Paragraphs 12-14 PWC (32) Paragraphs 12-14 and related application material - See our 

suggestions in Appendix 2 to address our concerns with the 

additional material. 

 

A6 MACPA (15) Disclosure of the Effect of Material Transactions and 

Events on the Information Conveyed in the Financial 

Statements (Ref: par. 13e),  Application Material (pg. 33 -

34) 

● In this case, it seems the language does not entirely 

comport with IAASB. Also, the comments in Column 

D of the Detailed Differences Chart appear to 

contradict the very definition of inherent risk at AU-

C 200.14 and the discussion of significant risk at AU-

C 315 - that is, transactions and events can impact 

inherent risk; accordingly, consider retaining ISA 700 

language in second sub-bullet of second bullet under 

paragraph A6. 

 No changes made to this paragraph  
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

13 KPMG (34) Paragraph 13 – the addition of the phrase “the following 

circumstances exist” is unnecessary (it is not in the ISA) and 

confuses the requirement. The requirement is to evaluate the 

matters that appear in a-f, not evaluate whether the 

circumstances exist.  

Paragraph revised. See proposed 

changes in agenda item 4A. 

A11 MACPA (15) Also, the reference to "potential asset and liabilities arising 

from transactions or events that do not meet the criteria for 

recognition" in the second bullet of paragraph A11 is a bit 

concerning. Such a phrase could be construed to establish a 

requirement to disclose items (contingent or otherwise) not 

presently required under existing frameworks (e.g., does this 

mean internally-developed goodwill has to be disclosed)? 

No changes made to this paragraph.  

A13 GT (25) For the last sentence, we recommend including a footnote 

reference similar to that in footnote 23 of the proposed 

standard (see AU-C section 320, Materiality in Planning and 

Performing an Audit). 

Footnote added to reference to AU-C 

320. See proposed changes in agenda 

item 4A. 

A14 GT (25) We recommend that the Board consider clarifying what is 

meant by “industry practice.” Does this term mean auditors 

should reference the AICPA’s industry guides or does it mean 

something else? We believe a direct reference to the guides 

may be helpful in strengthening the authority of those guides, 

if the guides are in fact the Board’s intended meaning. 

No changes made to this paragraph.  

A19 KPMG (email) After the word “framework” add a period. Noted.    
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Form of Opinion (paragraphs 16-18; A20-A21) 

    

Auditor’s Report (paragraph 19; A22-A23) 

    

Auditor’s Report for Audits Conducted in Accordance with GAAS  

Title (paragraph 20; A24) 

    

Addressee (paragraph 21; A25) 

    

Auditor’s Opinion (paragraphs 22-25; A26-A33) 

23e KPMG (email) “Period” should be plural Agreed. Added “s” to period 

24 KPMG (34) Paragraph 24 and related application material –We have 

observed diversity in practice, by certain industries, in how 

the required elements of the auditor’s report are applied. The 

requirement for the auditor to list the names of each statement 

that comprise the audited financial statements is being 

retained. Extant AU-C section 700.A29 and .A30 then provide 

TF believes this content is best 

handled through the Guides 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

relevant application material including that the title of the 

financial statements identified in the introductory paragraph 

describes the information that is subject of the auditors’ 

opinion. However, because the illustrative reports uses the 

terms “financial position…., and the results of operations and 

its cash flows”, depending on the requirements of the 

framework to specific industries, it is not always clear as to 

what statements are subject to the auditors’ opinion. Consider 

the following examples:  

 Not for profit entities do not refer to results of 

operations, instead use changes in net assets, and as 

applicable, also are required to present a statement of 

functional expenses. It is rare to see the statement of 

functional expenses referenced in an auditor’s opinion 

paragraph.  

 Not for profit healthcare entities often have both a 

statement of operations and changes in net assets to 

permit comparison to business-oriented healthcare 

entities. In practice, we often see only a statement of 

operations when changes in net assets may be more 

appropriate.  

 Investment companies are required to include a schedule 

of investments, yet the opinion paragraph does not refer 

to this schedule.  
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

We recognize that these industry issues have evolved over 

time, and may be appropriately clarified in industry audit and 

accounting guides. However, to establish minimum 

expectations, we recommend that the Board use this 

opportunity to clarify the requirement through enhanced 

application material. 

25 GT (25) As described in the body of our letter, we recommend the 

Board consider requiring identification of the standard-setter 

in the report, given the multiple applications/meanings of 

“generally accepted accounting principles in the United States 

of America.” 

References to generally accepted accounting principles 

Proposed paragraph 25 requires the identification of the 

applicable financial reporting framework and its origin. Given 

the nature and complexity of some entities today, we believe 

it may no longer be readily apparent whether the applicable 

financial reporting framework for an entity’s financial 

statements is generally accepted accounting principles 

(GAAP) as promulgated by the Financial Accounting 

Standards Board (FASB), the Governmental Accounting 

Standards Board (GASB), or the Federal Accounting 

Standards Advisory Board (FASAB). In order to enhance the 

clarity of the requirement with respect to the “origin” of the 

financial reporting framework, we recommend the Board 

consider including a reference to the standard-setter of the 

applicable framework, so that the report could read 

Task force noted that nothing 

precludes the auditor from identifying 

the standard-setter in the report but 

does not believe it needs to be 

required 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

“accounting principles generally accepted in the United States 

of America promulgated by the FASB” (or GASB or FASAB, 

as applicable). We believe this will enhance users’ immediate 

recognition of the applicable financial reporting framework 

utilized by the entity in its financial statements. 

A26 GT (25) Given the changes to the layout of the auditor’s report, the 

opinion paragraph, as referenced in the last sentence of this 

paragraph, may be clearer if revised to say “the opinion 

sentence” or something similar, since all of this information 

now is included in one opinion paragraph. 

Removed “paragraph”  

See proposed changes in agenda item 

4A. 

A27 GT (25) We recommend the following edit to this paragraph. We 

believe it would be especially useful in situations where 

multiple entities with differing periods (for example, 

nonregistered investment companies) are included in the 

financial statements and the related auditor’s report: 

The identification of the title and period presented 

for each statement that the financial statements 

comprise…. 

Paragraph revised. See proposed 

changes in agenda item 4A. 

Basis for Opinion (paragraph 26; A34-A38) 



Auditor Reporting -Comment Letter Analysis (AU-C 700; Q1-4) 
ASB Meeting, October 15-17, 2018 

Agenda Item 4C    Page 76 of 109 

 

Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

26c Association of Local 

Government 

Auditors (22) 

a. While an affirmative statement regarding independence is 

an important addition to the Basis for Opinion (paragraph 26c) 

section of the Independent Auditor’s Report, the statement 

“We are independent of ABC Company” does not tell the user 

how independence is defined or determined. We recognize 

that it may be difficult to succinctly define independence in 

the report. Therefore, if providing a definition in the report is 

not feasible, consider including a reference (e.g., the AICPA 

Code of Professional Conduct) to where a user can learn more 

about the independence requirements if they choose to do so.  

Likewise, we suggest that the “relevant ethical requirements” 

be listed in the report, perhaps as a parenthetical (i.e., the 

AICPA Code of Professional Conduct, rules of [my state] 

Board of Accountancy, and [name of applicable regulatory 

agencies]). Otherwise, the user is left wondering what the 

relevant requirements are.  

See proposed changes to paragraph 

A38 in agenda item 4A. Also see 

issue 4 of agenda item 4. 

26c EY (33) We recommend making the following edits to paragraph 26.c 

of the proposed SAS to address our concerns about the 

affirmative statement on independence and fulfillment of 

other ethical responsibilities, which would still heighten the 

auditor’s awareness of his or her ethical responsibilities 

without the need to clarify the performance requirements 

either in the proposed SAS or in AU-C 200 or AU-C 220.  

► “Includes a statement that the auditor is required to 

comply with the AICPA Code of Professional 

Same content from question 1 above  

See proposed changes to paragraph 

A38 in agenda item 4A. Also, see 

issue 4 in agenda item 4. 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Conduct, which addresses the auditor’s independence 

of the entity and has fulfilled the auditor’s other ethical 

responsibilities, in accordance with the and other 

relevant ethical requirements relating to the audit(Ref: 

par. A37–A38).”  

By having the report state that the “auditor is required” to 

comply with the Code of Professional Conduct that addresses 

the independence and other ethical requirements, our 

recommendation aligns with the recently issued auditing 

interpretation No. 4, “Reporting on Audits Conducted in 

Accordance With Auditing Standards Generally Accepted in 

the United States of America and the Standards of the 

PCAOB,” to AU-C section 700, Forming an Opinion and 

Reporting on Financial Statements (AICPA, Professional 

Standards), which provides guidance on how an auditor 

complies with AU-C section 700 in the context of PCAOB 

Auditing Standard (AS) 3101, The Auditor’s Report on an 

Audit of Financial Statements When the Auditor Expresses an 

Unqualified Opinion. 

26c (and 45) KPMG (34) We believe the Board should conduct an exercise1 similar to 

what resulted in the proposed amendments to GAAS for AS 

1301 and 2410 to consider whether additional requirements or 

application material are necessary because the PCAOB’s 

requirements are preferable over the ISAs in the US market. 

This exercise should, at a minimum, consider:  

TF supports convergence with 

IAASB auditor reporting standards 

for audits of nonissuers.   
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

 Paragraph 45 and the related application material 

originated from an amendment to GAAS, necessary 

when more differences existed between GAAS and 

PCAOB standards for the required report elements 

(primarily GAAS) and prescribed report wording 

(primarily PCAOB). Without the amendment, the risk 

existed that auditors would not comply with either set 

of reporting standards. As stated above, with AS 3101 

now effective, the required elements of the auditor’s 

report are more similar than different although PCAOB 

staff guidance has illustrated specific wording that 

many firms adopted. We believe the Board should 

reconsider the requirement to only use the PCAOB 

form of report when reporting under both sets of 

standards. May an auditor elect to use the PCAOB 

illustrative wording in all instances because it is judged 

to satisfy the basic report elements of GAAS? 

Practically, it is more efficient for auditors to have one 

methodology for reporting and may be more 

understandable to less sophisticated users in the US 

market for the same level of assurance.  

 Whether the PCAOB’s required factual statement of 

independence is preferable to the affirmation of an 

auditor’s independence and ethics compliance required 

by the ISAs and in proposed paragraph 26(c).  
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

26 KPMG (email) The words “that does the following” is unnecessary and words 

don’t do anything – they mean something. 

Editorial  

Going Concern (paragraph 27) 

    

Key Audit Matters (paragraph 28; A39-A40) 

    

Other Information (paragraph 29) 

29 GT (25) Although this paragraph does not stipulate a required location 

for reporting on other information, we believe the ordering by 

the Board of the requirements implies the desired or expected 

reporting presentation. As described more fully in the body of 

our letter, we believe that this places too much prominence to 

the reporting on other information and therefore recommend 

that the Board reposition the requirement and related auditor 

report illustrations. 

Reporting on other information 

While we recognize the proposed standard does not specify a 

required location in the report for other information, we 

believe the ordering of the proposed requirement, along with 

the illustrations, implies the Board’s preferred location. When 

considering the report in totality, we believe the placement of 

Agreed. OI section moved to follow 

auditor responsibilities. 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

reporting on other information gives it too much prominence, 

especially considering that it is information that the auditor 

does not express an opinion on. Please refer to our May 15, 

2018 comment letter in response to the Board’s Proposed 

Statement on Auditing Standards, The Auditor’s 

Responsibilities Relating to Other Information Included in 

Annual Reports, for additional comments and 

recommendations with regard to reporting on other 

information. 

29 Baker Tilly (30) Placement of the Other Information Paragraph in the 

Auditor’s Report  

Neither of the proposed standards, Forming an Opinion and 

Reporting on Financial Statements or The Auditor’s 

Responsibilities Relating to Other Information Included in 

Annual Reports, specify the location of the other information 

paragraph, however, the illustrative auditor’s reports included 

in the proposed standard, Forming an Opinion and Reporting 

on Financial Statements, places the other information 

paragraph before the responsibilities of management section. 

We believe that the responsibilities of management and 

auditor’s responsibilities sections should be given more 

prominence than the other information paragraph, therefore, 

we recommend that the other information paragraph be placed 

after the responsibilities of management and auditor’s 

responsibilities sections in the illustrative reports, as while not 

Agreed. OI section moved to follow 

auditor responsibilities. 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

required, we believe that most auditors will adopt the 

presentation included in the illustrative reports. 

29 KPMG (34) Paragraph 29 – This proposed requirement will be affected by 

our comments to the Board’s Proposed Standard amending 

AU-C section 720. 

Noted.  

Responsibilities for the Financial Statements (paragraphs 30-33; A41-A44) 

31(b) FASAB (12) I am responding regarding provisions in the proposed 

standards related to the going concern basis of accounting. 

Specifically, the auditor would be required to describe 

management’s responsibility for assessing the entity’s ability 

to continue as a going concern in accordance with the 

applicable financial reporting framework and determining 

whether the use of the going concern basis of accounting is 

appropriate (par. 31.b).  

The federal financial accounting standards provide the 

applicable financial reporting framework for federal 

government reporting entities. The framework does not 

include requirements to assess the entity’s ability to continue 

as a going concern. Statement of Federal Financial 

Accounting Standards (SFFAS) 39, Subsequent Events: 

Codification of Accounting and Financial Reporting 

Standards Contained in the AICPA Statements on Auditing 

Standards, explains the Board’s conclusions regarding going 

concern: 

Paragraph revised. See proposed 

changes in agenda item 4A. Also see 

issue 3 of agenda item 4. 
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A5.      AU Section 341,[1] The Auditor’s Consideration of an 

Entity’s Ability to Continue as a Going Concern, 

identifies certain factors that could indicate that there 

may be substantial doubt about a non-governmental 

entity’s ability to continue as a going concern and 

provides examples of information that an entity might 

disclose if the conditions warrant such disclosures. 

However, the FASAB considered the nature of the 

federal government and determined that going-

concern as contemplated in the commercial sense is 

not applicable to federal government financial 

reporting. Additionally, the FASAB considered that 

related guidance has been developed as discussed 

below and, as a result, decided to exclude the going 

concern standard from the Statement. 

As going concern is not addressed in SFFASs and auditors of 

federal entities follow the AICPA auditing standards, as 

incorporated by the Government Accountability Office in 

Generally Accepted Government Auditing Standards, I 

request the ASB to provide guidance for instances when the 

financial reporting framework does not address the going 

concern basis of accounting. 

Frameworks applicable to government address the unique 

characteristics of government and may differ from the 

commercial framework. Technical staff members at the 

                                                           
1 Subsequently codified at AU-C 570. 
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respective accounting standards boards are available to assist 

you in identifying key differences as needed. 

31b GT (25) Responsibilities 

Management and TCWG 

We are concerned that certain of the proposed additions to the 

responsibilities of management and TCWG do not provide 

value to the users of the financial statements. We believe 

specifying management’s responsibilities around assessing 

the entity’s ability to continue as going concern for a 

reasonable period of time and the use of the going concern 

basis of accounting, as proposed in paragraph 31b, could be 

unnecessary and problematic, based on the following 

considerations. 

 For audits of state and local governments, the proposed 

wording “unless management either intends to liquidate 

ABC Company or to cease operations, or has no realistic 

alternative but to do so” could be challenging because there 

is no concept of the liquidation basis of accounting in 

GASB standards.   

 FASAB elected to exclude the FASB guidance regarding 

going concern in the Codification given the guidance 

developed and provided in Statement of Federal Financial 

Accounting Standards 36, Reporting Comprehensive Long-

Term Fiscal Projections for the U.S. Government. As a 

Paragraph revised. See proposed 

changes in agenda item 4A. Also see 

issue 3 of agenda item 4. 
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result, management’s and the auditor’s proposed reporting 

responsibilities would not apply to federal entities. 

 The extant auditor reporting requirements when substantial 

doubt exists about an entity’s ability to continue as a going 

concern are clear and, when they apply, are most useful to 

users of the financial statements. 

Therefore, we ask the Board to remove this requirement from 

the proposed standard. 

31(b) KPMG (34) Paragraph 31(b) – Similar to paragraph 27 which includes 

“when applicable, this paragraph should be revised, or 

application material be included, to acknowledge that all 

financial reporting frameworks do not require management to 

assess the entity’s ability to continue as a going concern. In 

addition, auditors will need illustrative language for how to 

modify this sentence in the auditor’s report.  

Paragraph revised. See proposed 

changes in agenda item 4A. Also see 

issue 3 of agenda item 4. 

32 PBTK (16) 1. In the sixth bullet listed in the series on pp. 12-13 of the ED, 

and also on p. 46 of the ED in paragraph 32 of the proposed 

SAS, Forming an Opinion and Reporting on Financial 

Statements, the Board  proposes that auditors be required 

“to identify [emphasis added] those responsible for the 

oversight of the financial reporting process” if other than 

those responsible to prepare the financial statements. We 

suggest that substitution of the words, “refer to,” for 

“identify” would be more precise and consistent with 

certain illustrative reports presented in the ED and, 

Paragraph removed. See proposed 

changes in agenda item 4A.  
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therefore, less likely to mislead or confuse auditors (e.g., 

illustration nos. 1-2 and 4-6 in paragraph .A83 of the same 

proposed SAS and others not identified herein). None of 

these illustrations include any specific identification of anyone 

responsible for oversight.  

32 Association of Local 

Government 

Auditors (22) 

In paragraph 32, we suggest that the section heading should 

use the actual name of those identified responsible for the 

oversight of the financial reporting process (e.g., “Board of 

Directors”) and not use the phrase “those charged with 

governance.” The phrase “those charged with governance” is 

not immediately meaningful to a user and using the actual 

name will aid the user in comprehending who is responsible.  

Paragraph removed. See proposed 

changes in agenda item 4A. 

32 GT (25) We further recommend the Board remove the requirement to 

disclose who is responsible for the oversight of the financial 

reporting process. We believe the Board should focus on 

matters that would be relevant or useful to users of the 

financial statements, and in a nonissuer environment, we 

question the value of such a disclosure. 

Paragraph removed. See proposed 

changes in agenda item 4A. 

32, 37, 42 KPMG (34) Paragraphs 32, 37 and 42 – We believe these requirements 

make it critical for the required communications to those 

charged with governance to be made prior to the report release 

date. Omitting that requirement undermines the objectives of 

these paragraphs. If the Board determines that 

communications will continue to be allowed after the report 

release date, to be more meaningful to users of the financial 

See proposed changes in agenda item 

4A, including proposed changes to 

AU-C 260. Also see issue 1 of agenda 

item 4. 
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statements, in addition to stating the auditor’s responsibility to 

communicate with those charged with governance, the auditor 

report should clearly state whether or not the communications 

have been made prior to the issuance of the auditor’s report. 

Auditor’s Responsibilities for the Audit of the Financial Statements (paragraphs 34-37; A45-A48) 

35-36 GT (25) Auditors 

While we recognize the goal of providing greater transparency 

to the auditor’s responsibilities in the audit, we believe this 

section of the report may be too detailed and not well 

understood by many types of financial statement users, and 

could potentially lead to obfuscation as opposed to clarity. 

Therefore, we believe the Board should reconsider the 

proposed requirements in this section, with a focus toward 

those key auditor responsibilities that are important for users 

to understand. 

See proposed changes in agenda item 

4A. 

36(b)(ii) KPMG (34) Paragraph 36(b)(ii) – This requirement would be enhanced if 

it referenced AU-C 940, An Audit of Internal Control over 

Financial Reporting that is Integrated with an Audit of 

Financial Statements, as a circumstance in which the auditor 

has a responsibility to express an opinion on the effectiveness 

of internal control in conjunction with the audit of the 

financial statements, and removed the changes to the auditor’s 

report as it does not align with AU-C 940. 

TF to address changes to AU-C 940 

at a future meeting. 
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36(b)(iv) KPMG (34) Paragraph 36(b)(iv) – For consistency with AU-C section 

570.10a - .b, we recommend reversing the statements in this 

requirement as follows (additions are underlined; deletions are 

strikethrough):  

“to conclude on the entity’s ability to continue as a going 

concern for a reasonable period of time and on the 

appropriateness of management’s use of the going concern 

basis of accounting, when applicable by the framework and 

on the entity’s ability to continue as a going concern for a 

reasonable period of time.”  

See proposed changes in agenda item 

4A and issue 3 of agenda item 4. 

37 GT (25) Further, we believe the requirement to describe the 

communications with TCWG could possibly be misleading in 

terms of whether matters were actually identified. We 

recommend the Board consider either eliminating the 

disclosure or expanding it to include the notion that such 

matters were considered by the auditor in the execution of the 

audit. 

See proposed changes in agenda item 

4A. 

32, 37, 42 KPMG (34) Paragraphs 32, 37 and 42 – We believe these requirements 

make it critical for the required communications to those 

charged with governance to be made prior to the report release 

date. Omitting that requirement undermines the objectives of 

these paragraphs. If the Board determines that 

communications will continue to be allowed after the report 

release date, to be more meaningful to users of the financial 

statements, in addition to stating the auditor’s responsibility to 

See proposed changes in agenda item 

4A, including proposed changes to 

the application material in AU-C 260. 

Also see issue 1 of agenda item 4. 
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communicate with those charged with governance, the auditor 

report should clearly state whether or not the communications 

have been made prior to the issuance of the auditor’s report. 

Other Reporting Responsibilities (paragraphs 38-39; A49-A51) 

39 Crowe (26) Paragraph 39 of the Proposed Standard discusses a separate 

section of the report that addresses other reporting 

responsibilities.  We suggest that the application material 

include an example of such reporting. 

TF believes application material is 

sufficient.  

Signature of the Auditor (paragraph 40; A52-A54) 

40 TIC (2) TIC believes that Paragraph .40 covering the signature of the 

auditor should include a statement that personal name and 

signature of the auditor is not required. The application 

guidance in .A52 and .A53 addresses when the personal name 

and signature of the auditor may be required; however, it does 

not specifically indicate as to whether it is required in the U.S. 

Wording retained from extant. No 

changes made.  

40 MACPA (15) Paragraph 40 - The auditor’s report should include the 

manual or printed signature of the auditor’s firm. (Ref: 

par. A52–A54) 

● Consider harmonizing signature requirement with 

SSARS 23. 

No change made.   

Auditor’s Address (paragraph 41; A55) 
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41 GT (25) We ask the Board to consider providing further application 

guidance to this paragraph to clarify what is meant by “where 

the auditor’s report is issued,” given modern technology and 

the relative mobility of audit teams and partners. A frequent 

question we get is what city and state should be included if, 

for example, the audit partner is based in Houston, but the rest 

of the audit team is based, and the report is processed, in 

Dallas. We believe such application guidance could provide 

matters to consider, including the impact of licensing 

mobility, and ultimately leave it to auditor judgment to 

determine the issuing office based on engagement 

circumstances. 

No changes made.  

Date of the Auditor’s Report (paragraph 42; A56-A59) 

42 MACPA (15) Paragraph 42 - 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 of the following: (Ref. par. A56) 

● Consider reinstating paragraph (a) of the extant 

700.41. We see no compelling reason to remove this 

sentence: 

○ "The auditor's report should be dated no 

earlier than the date on which the auditor has 

obtained sufficient appropriate audit evidence 

No changes made.  
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on which to base the auditor's opinion on the 

financial statements, including evidence that 

○ the audit documentation has been reviewed" 

 

42 & A59 GT (25) Date of the auditor’s report  

While in some circumstances the final approval of the 

financial statements is made by a governmental legislative 

body, the application material in paragraph A59 discusses that 

the final approval of the financial statements by a 

governmental legislative body (or subsets of such legislative 

body) is sometimes required before the financial statements 

are issued. We recommend that the guidance indicate that if a 

governmental legislative body has already approved the 

financial statements but management has not yet taken 

responsibility for the financial statements, the auditor could 

date his or her opinion as of the date the governmental 

legislative body approved the financial statements. In 

addition, we ask the Board to then consider deleting the last 

sentence from the paragraph.    

No changes made.   

32, 37, 42 KPMG (34) Paragraphs 32, 37 and 42 – We believe these requirements 

make it critical for the required communications to those 

charged with governance to be made prior to the report release 

date. Omitting that requirement undermines the objectives of 

these paragraphs. If the Board determines that 

See proposed changes in agenda item 

4A, including proposed changes to 

AU-C 260. Also see issue 1 of agenda 

item 4. 
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communications will continue to be allowed after the report 

release date, to be more meaningful to users of the financial 

statements, in addition to stating the auditor’s responsibility to 

communicate with those charged with governance, the auditor 

report should clearly state whether or not the communications 

have been made prior to the issuance of the auditor’s report. 

 

Auditor’s Report for Audits Conducted in Accordance With Both GAAS and Another Set of Auditing Standards (paragraphs 43-44; A60) 

Heading preceding 

paragraph 43 

KPMG (email) For greater clarity, we suggest revising the heading to 

include “except for the Standards of the PCAOB” since the 

next section addresses requirements for audits conducted in 

accordance with GAAS and PCAOB standards.  

No changes made.   

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 (paragraph 45; paragraph A61-A67) 

45 (and 26c) KPMG (34) We believe the Board should conduct an exercise1 similar to 

what resulted in the proposed amendments to GAAS for AS 

1301 and 2410 to consider whether additional requirements or 

application material are necessary because the PCAOB’s 

requirements are preferable over the ISAs in the US market. 

This exercise should, at a minimum, consider:  

 Paragraph 45 and the related application material 

originated from an amendment to GAAS, necessary 

when more differences existed between GAAS and 

PCAOB standards for the required report elements 

Paragraph 45 accommodation 

retained.  
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(primarily GAAS) and prescribed report wording 

(primarily PCAOB). Without the amendment, the risk 

existed that auditors would not comply with either set 

of reporting standards. As stated above, with AS 3101 

now effective, the required elements of the auditor’s 

report are more similar than different although PCAOB 

staff guidance has illustrated specific wording that 

many firms adopted. We believe the Board should 

reconsider the requirement to only use the PCAOB 

form of report when reporting under both sets of 

standards. May an auditor elect to use the PCAOB 

illustrative wording in all instances because it is judged 

to satisfy the basic report elements of GAAS? 

Practically, it is more efficient for auditors to have one 

methodology for reporting and may be more 

understandable to less sophisticated users in the US 

market for the same level of assurance.  

Whether the PCAOB’s required factual statement of 

independence is preferable to the affirmation of an auditor’s 

independence and ethics compliance required by the ISAs 

and in proposed paragraph 26(c).  

Comparative Financial Statements and Comparative Information (paragraphs 46-49; A68-A74) 

A71 GT (25) We recommend the following clarifying edit to this 

paragraph: 

No change made.  
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The new firm may indicate in an other-matter 

paragraph in the auditor’s report or as part of the 

signature that a merger took place…. 

A74 GT (25) This application guidance appears applicable only to 

governmental or not-for-profit entities. We recommend the 

Board be clearer as to the context of the example and/or 

provide a separate example that may apply to other types of 

entities. 

No change made.  

Audit Procedures (paragraphs 50-55; A75-A76) 

55 D&T (37) D&T recommends the ASB deletes reference to “emphasis-

of-matter” in paragraph 55 of the proposed SAS Emphasis-of-

Matter Paragraphs and Other-Matter Paragraphs in the 

Independent Auditor’s Report based on the definition of 

Emphasis-of-Matter and Other-Matter-Paragraph included 

therein. An Emphasis-of-Matter refers to a matter 

appropriately presented or disclosed in the financial 

statements, therefore, the matter included in paragraph 55 

would be considered an other-matter paragraph.  

55. 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 

No change made. It is intentional that 

we reference both EOMs and OMs.   
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proposed SAS Emphasis-of-Matter Paragraphs and Other-

Matter Paragraphs in the Independent Auditor’s Report. . .  

Prior Period Financial Statements Audited by a Predecessor Auditor (paragraph 56-57; A77) 

56  GT (25) We ask the Board to consider whether additional information 

is needed in the requirement or in the application guidance 

within the context of reporting now that going concern matters 

are included in a separate section of the auditor’s report under 

AU-C section 570, and may no longer be viewed as an 

emphasis-of-matter or other-matter paragraph. 

 

56 D&T (37) D&T recommends the ASB update the Note included in the 

footnote on page 56 to remove “the final standard and 

amendments are subject to approval by the SEC” as well as 

update Illustration 7, An Auditor’s Report on Consolidated 

Comparative Financial Statements Prepared in Accordance 

With Accounting Principles Generally Accepted in the United 

States of America When the Audit Has Been Conducted in 

Accordance With Both Auditing Standards Generally 

Accepted in the United States of America and the Auditing 

Standards of the Public Company Accounting Oversight 

Board to use the new form of PCAOB auditor’s report.  

+ Note: On June 1, 2017, the PCAOB adopted a new auditor 

reporting standard, AS 3101, The Auditor’s Report on an 

Audit of Financial Statements When the Auditor Expresses an 

Unqualified Opinion, and related amendments to its auditing 

See proposed changes in agenda item 

4A. 
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standards. All provisions other than those related to critical 

audit matters are will be effective for audits of fiscal years 

ending or on after December 15, 2017, with a phased 

implementation of the provisions related to critical audit 

matters (fiscal years ending on or after June 30, 2019, for large 

accelerated filers, and fiscal years ending on or after 

December 15, 2020, for all other companies to which the 

requirements apply).  The final standard and amendments are 

subject to approval by the SEC.  

56a KPMG (email) The extra space before “That” should be deleted Done  

Prior Period Financial Statements Not Audited (paragraphs 58-59; A78-A80) 

59 Crowe (26) Paragraph 59 clarifies that when prior period financial 

statements were not audited, reviewed, or compiled, “the 

financial statements should be clearly marked to indicate their 

status”.  We note that this statement would also apply to 

paragraph 58, when current period financial statements are 

audited and presented in comparative form with compiled or 

reviewed financial statements for the prior period.  We 

recommend that paragraph 58 be amended to require that the 

prior period financial statements should be clearly marked to 

indicate that they are unaudited. 

No change made. Content from 

extant.  

Information Presented in the Financial Statements (paragraphs 60; A81-A82) 
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Exhibits  

Exhibits  PBTK (16) 2. Certain illustrative reports presented in the ED (e.g., 

illustration nos. 2 and 4 in paragraph .A83 of the proposed 

SAS, Forming an Opinion and Reporting on Financial 

Statements, and illustration no. 2 on pp. 273-276 thereof) 

are reports on consolidated financial statements, yet the 

representations of independence shown in the “Basis of 

Opinion” paragraphs of these illustrations and others refer 

only to the parent company and fail to make any mention 

of auditor independence from the subsidiaries.  

See proposed changes in agenda item 

4A. 

 

A82 D&T (37) D&T recommends the ASB update the Illustrations of 

Auditor’s Reports on Financial Statements included in 

paragraph A82 of the proposed standard as follows:  

 Remove “Report on the Audit of the Financial 

Statements” and “Report on Other Legal and Regulatory 

Requirements” headers in all of the report examples as 

they are rarely used. Rather, explain the option and 

circumstances when to include these headers in the 

application material only.  

 Define “the Company” in the first paragraph as follows, 

“ABC Company and its subsidiaries (the 

“Company”).” If the “Company” is not defined, there 

 

 

 

Consistent style for illustrations.  

 

 

  

See proposed changes in agenda item 

4A. 
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is inconsistency in including “and its subsidiaries” in the 

remainder of the auditor’s report.  

 Define the consolidated financial statements and related 

notes as follows, “(collectively referred to as the 

“financial statements”)”. The use of the term 

“consolidated” when describing financial statements is 

inconsistently used throughout the illustrative report 

example (see yellow highlights below). Defining the 

consolidated financial statements and related notes will 

alleviate this issue.  

 In the Auditor’s Responsibilities for the Audit of the 

Financial Statements section of the auditor’s report:  

• The first sentence, “Our objectives are to obtain 

reasonable assurance about whether. . .” would read 

more clearly as, “Our objectives in performing an 

audit in accordance with GAAS are to obtain 

reasonable assurance about whether. . .”  

• Auditing standards generally accepted in the United 

States of America is already defined in the Basis of 

Opinion section of the auditor’s report, so use of 

GAAS is appropriate.  

• The third sentence states that “Misstatements can 

arise from fraud or error and are considered material 

if, individually or in the aggregate, they could 

reasonably be expected to influence the economic 

 

 

TF concluded not to use this because 

it could be confusing since the 

PCAOB uses this term to also refer to 

schedules that do not apply to GAAS. 

No change made.  

 

 

 

See proposed changes in agenda item 

4A. 
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decisions of users made on the basis of these 

financial statements.” Use of the financial 

statements may be for a purpose other than to make 

or influence economic decisions (e.g., use of 

financial statements by regulators, or users of 

financial statements of governmental entities). 

Therefore, we recommend deleting the word 

economic in the third sentence, or alternatively 

providing for the ability for such word to be deleted 

based on auditor judgement in the circumstances.  

•  “As part of an audit in accordance with GAAS, we 

exercise professional judgment and maintain 

professional skepticism throughout the audit” is 

missing the word “conducted” and therefore should 

read, “As part of an audit conducted in accordance 

with GAAS, we exercise professional judgment and 

maintain professional skepticism throughout the 

audit.”  

 Move the Other Information [or another title if 

appropriate, such as “Information Other Than the 

Financial Statements and Auditor’s Report Thereon”] 

section to the end of the auditor’s report.  

These suggestions are applied below to Illustration 2 below, 

An Auditor’s Report on Consolidated Comparative Financial 

Statements Prepared in Accordance With Accounting 

Principles Generally Accepted in the United States of 
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America, Including Communication of Key Audit Matters but 

would also apply to the other illustrations included in 

paragraph A82, when applicable. 

[see illustration 2 changes following this table] 

A83 Association of Local 

Government 

Auditors (22) 

Likewise, in the Illustrations of Auditor’s Reports on 

Financial Statements section (paragraph A83), consider using 

brackets within the section titled “Responsibilities of 

Management…” in order to clarify that the phrase can be 

modified to reflect the actual body responsible (e.g., “Board 

of Directors”). For example, the use of “[Appropriate 

Addressee]” and “ABC Company” in the illustrations serve an 

analogous purpose. 

No change made. 

A83 GT (25) Illustrations of auditor’s reports on financial statements 

We appreciate that the Board continues to provide illustrative 

examples of auditor’s reports on financial statements and 

believe they are quite useful to practitioners. In addition to 

providing comments in the appendix to this letter, we note that 

each illustration’s circumstances indicates whether or not the 

audit is a group audit. We believe this is irrelevant, except for 

Illustration 4, since the Board did not propose incremental 

group reporting requirements, such as those found in the ISAs. 

Therefore, we recommend deleting these sentences from the 

illustrations. 

Consist style for illustrations.    
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

A83 D&T (37) Proposed new AU-C section 700, paragraph A83, Illustrations 

1 – 6 in the “Circumstances include the following” section, 

final bullet “The auditor has not been engaged requested or 

required to communicate key audit matters in the auditor’s 

report.”  

No change made. Auditor is engaged 

to communicate KAM 

 Crowe (26) We recommend that the ASB include a report illustration for 

an audit of financial statements prepared by management in 

accordance with a special purpose framework. 

Special purpose frameworks included 

in AU-C 800 

Illustration 1: An Auditor’s Report on Comparative Financial Statements Prepared in Accordance with Accounting Principles Generally 

Accepted in the United States of America  

    

Illustration 2:  

Illustration 2 Crowe (26) Report Illustration 2:  In the section for Key Audit Matters, 

we recommend inserting “consolidated” before “financial 

statements”, in each occurrence. 

Agreed. Included. 

Illustration 2 D&T  [see comment following this table]  

Illustration 3:  
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Illustration 4:  

Illustration 4 KPMG (34) Illustration 4: Auditor’s Responsibilities paragraph – We 

suggest that the illustration be modified so that it is clear that 

the auditor’s responsibilities are to conduct an audit in 

accordance with GAAS and ISAs. Currently the auditor’s 

responsibility section only references GAAS.  

See proposed changes in agenda item 

4A. 

Illustration 4 D&T (37)  In addition, in illustration 4, An Auditor’s Report on 

Consolidated Comparative Financial Statements 

Prepared in Accordance With Accounting Principles 

Generally Accepted in the United States of America When 

the Audit Has Been Conducted in Accordance With Both 

Auditing Standards Generally Accepted in the United 

States of America and International Standards on 

Auditing, in the Auditor’s Responsibilities for the Audit of 

the Consolidated Financial Statements section of the 

auditor’s report, references to ISAs in addition to GAAS 

were omitted twice. D&T suggests defining International 

Standards on Auditing in the Basis for Opinion section 

and including it in the section below as follows:  

 

Basis for Opinion 

 

We conducted our audits in accordance with auditing 

standards generally accepted in the United States of 

See proposed changes in agenda item 

4A. 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

America (GAAS) and in accordance with International 

Standards on Auditing (ISAs). 

 

Auditor’s Responsibilities for the Audit of the 

Consolidated Financial Statements 
 

Our objectives are to obtain reasonable assurance about 

whether the financial statements as a whole are free from 

material misstatement, whether due to fraud or error, and 

to issue an auditor’s report that includes our opinion. 

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 and 

ISAs will always detect a material misstatement when it 

exists. Misstatements can arise from fraud or error and 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. 

 

As part of an audit in accordance with GAAS and ISAs, 

we exercise professional judgment and maintain 

professional skepticism throughout the audit. . . . 

Illustration 5:  
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Illustration 5 Crowe (26) Report Illustration 5 needs a blank row in the section on 

Auditor’s Responsibilities, after the bulleted points. 

Added blank row.  

Illustration 5 KPMG (email) Auditor’s Responsibility section, 4th bullet, add a space 

between the 4th bullet and the subsequent paragraph  

Done  

Illustration 6:  

    

Illustration 7:  

Illustration 7 Crowe (26) We presume that Report Illustration 7 will be modified to 

conform to the current PCAOB reporting format. 

Yes. See proposed changes in agenda 

item 4A. 

 

Illustration 7 EY (33) Given that this illustration is for audits that have been 

conducted in accordance with both auditing standards 

generally accepted in the US and the auditing standards of the 

PCAOB, we believe this illustration should conform with the 

examples included in the recently issued auditing 

interpretation No. 4, “Reporting on Audits Conducted in 

Accordance With Auditing Standards Generally Accepted in 

the United States of America and the Standards of the 

PCAOB,” to AU-C section 700, Forming an Opinion and 

Reporting on Financial Statements (AICPA, Professional 

Standards). 

See proposed changes in agenda item 

4A. 
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Topic/  

Paragraph No.  

(Forming an 

Opinion) 

Commenter  Comment  Response to Comment  

Illustration 7 KPMG (34) Illustration 7 – The illustration should to be revised for 

PCAOB AS 3101 which is now effective.  

See proposed changes in agenda item 

4A. 
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D&T (37) 

These suggestions are applied below to Illustration 2 below, An Auditor’s Report on Consolidated Comparative Financial Statements 

Prepared in Accordance With Accounting Principles Generally Accepted in the United States of America, Including Communication of 

Key Audit Matters but would also apply to the other illustrations included in paragraph A82, when applicable. 

Independent Auditor’s Report  

 

[Appropriate Addressee] 

 

Report on the Audit of the Financial Statements2  

 

Opinion  

 

We have audited the consolidated financial statements of ABC Company and its subsidiaries (the “Company”), which 

comprise the consolidated balance sheets as of December 31, 20X1 and 20X0, and the related consolidated statements of 

income, changes in stockholders’ equity, and cash flows for the years then ended, and the related notes to the financial 

statements (collectively referred to as the “financial statements”).  

 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the financial position 

of ABC the Company and its subsidiaries as of December 31, 20X1 and 20X0, and the results of its their operations and its 

their cash flows for the years then ended in accordance with accounting principles generally accepted in the United States of 

America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America (GAAS). 

Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 

Statements section of our report. We are independent of ABC the Company, and have fulfilled our other ethical 
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responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence 

we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  

Other Information [or another title if appropriate, such as “Information Other Than the Financial Statements and 

Auditor’s Report Thereon”] 

[Reporting in accordance with the reporting requirements in proposed SAS The Auditor’s Responsibilities Relating to Other 

Information Included in Annual Reports—see illustration 1 in the appendix of that proposed SAS.] 

Responsibilities of Management and Those Charged With Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting 

principles generally accepted in the United States of America; this 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. 

In preparing the financial statements, management is responsible for assessing ABC the Company’s ability to continue as a 

going concern in accordance with accounting principles generally accepted in the United States of America, and using the 

going concern basis of accounting unless management either intends to liquidate ABC the Company or to cease operations, 

or has no realistic alternative but to do so.  

 

2 The subtitle “Report on the Audit of the Financial Statements” is unnecessary in circumstances in which the second subtitle, 

“Report on Other Legal and Regulatory Requirements,” is not applicable. 
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Those charged with governance are responsible for overseeing ABC the Company’s financial reporting process. 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives in performing an audit in accordance with GAAS are to obtain reasonable assurance about whether the 

financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 

report that includes our opinion. 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 generally accepted auditing standards will always detect 

a material misstatement when it exists. Misstatements can arise from fraud or error and 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. 

As part of an audit conducted in accordance with GAAS, we exercise professional judgment and maintain professional 

skepticism throughout the audit. We also:  

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and 

perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a 

basis for our 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. 

• Obtain an understanding of internal control relevant to the audit 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 ABC the Company’s internal 

control. Accordingly, no such opinion is expressed.3  

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by 

management, as well as evaluating the overall presentation of the consolidated financial statements.  

• Conclude on ABC the Company’s ability to continue as a going concern and conclude on the appropriateness of 

management’s use of the going concern basis of accounting.  

We communicate 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 we 

identified during our audit. 

Other Information [or another title if appropriate, such as “Information Other Than the Financial Statements and 

Auditor’s Report Thereon”] 
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[Reporting in accordance with the reporting requirements in proposed SAS The Auditor’s Responsibilities Relating to Other 

Information Included in Annual Reports—see illustration 1 in the appendix of that proposed SAS.] 

 

3 In circumstances in which 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, omit the following: “but not for the purpose of expressing an opinion 

on the effectiveness of ABC the Company’s internal control. Accordingly, no such opinion is expressed.” 
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Report on Other Legal and Regulatory Requirements 

 

[The form and content of this section of the auditor’s report would vary depending on the nature of the auditor’s other reporting 

responsibilities.] 

 

[Signature of the auditor’s firm] 

 

[Auditor’s city and state] 

 

[Date of the auditor’s report]  

 


