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 Agenda Item 5 

 

Other Information 
 

Objective of Agenda Item 

To discuss a draft revised Statement on Auditing Standards, The Auditor’s 

Responsibilities Relating to Other Information Included in Annual Reports and obtain 

feedback from the ASB.  The revised draft is pursuant to direction provided by the ASB 

at its meeting in October 2018.  The expectation is that following the ASB discussion, the 

Task Force will have clear final direction as to the requirements of the standard and will 

then begin finalizing the drafting of the proposed revisions for presentation to the ASB 

for a vote to issue the proposed SAS as a final standard during the ASB meeting in May 

2019. 

Background 

The Other Information Task Force was charged with considering ISA 720 (Revised) and 

whether revisions should be made to AU-C section 720 in order to converge U.S. GAAS 

with ISA 720 (Revised).  Mike Glynn serves as the staff liaison to the Task Force.  The 

Task Force currently consists of: 

 

Elizabeth S. Gantnier –Task Force Chair – Former ASB member 

Jan Herringer – ASB member 

Kristen Kociolek – ASB Member 

Jeffrey Markert – Member of the State and Local Government Expert Panel  

Dan Wernke – TIC member 

 

The Task Force presented certain issues with respect to the development of the proposed 

standard to the ASB at the ASB’s meetings in August and October 2016, January (draft 

standard presented) and May 2017 (draft standard presented) and requested feedback.  At 

various times, the Task Force proposed revising AU-C section 720 using either extant 

AU-C section 720 or a draft of the proposed PCAOB revised standard as a base.  

Ultimately, the ASB directed that ISA 720 (Revised) be used as the base, consistent with 

the ASB’s strategic objective to converge its standards with those of the IAASB. 

At its meeting in July 2017, the ASB voted unanimously to expose the proposed SAS for 

public comment.     It was directed that the proposed SAS be exposed at the same time as 

the proposed auditor reporting suite of standards. 



Other Information 

Discussion Memorandum  

ASB Meeting, January 14-17, 2019 

Agenda Item 5  Page 2 of 8 

At its meeting in July 2018, the ASB discussed the comments received on the public 

exposure of the proposed statement.  Specifically, the ASB focused on significant 

concerns that were raised with respect to both the proposed requirement for the auditor to 

include a separate section in the auditor’s report addressing other information (including 

the wording in the report, itself) as well as the proposed performance requirements with 

respect to other information.  The ASB directed the Task Force to develop a standard that 

retained the performance requirements from extant AU-C section 720, be cognizant that 

no framework exists for other information in a private company setting, and to place such 

requirements in a model that was true to the “spirit” of ISA 720 (Revised) (the spirit of 

the standard being to improve the transparency of the auditor’s responsibility for OI by 

requiring reporting and describing the procedures performed).  Further, the Task Force 

was directed to align the reporting requirement such that it is applicable only when all the 

other information has been received as of the date of the auditor’s report on the financial 

statements. 

At its meeting in October 2018, the ASB discussed the Task Force’s recommendations 

pursuant to direction previously provided by the ASB at its meeting in July 2018 with 

respect to reporting and performance requirements within the proposed revised standard.  

Pursuant to the ASB’s directive, a revised draft of the proposed standard was not 

presented.   

With respect to reporting requirements, the ASB directed that: 

 The practitioner be permitted to issue, along with the auditor’s report that contains 

the required OI verbiage, an auditor’s report on the basic financial statements that 

does not include an other matter paragraph adding other information. 

 The report wording should tie into the performance requirements with respect to 

the use of terms misstatement of the other information, inconsistencies, and 

material misstatements of fact. 

With respect to performance requirements, the ASB directed that the term misstatement 

of the other information from ISA 720 (Revised) be used with some modification.  

Application guidance may be included stating that a misstatement of the other 

information may be an inconsistency or a material misstatement of fact incorporating the 

definitions from extant AU-C section 720. 

Issues For ASB Consideration 
Issue #1: Requirement to Read the Other Information 

The performance requirements are summarized in the following table: 
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Extant AU-C section 720 ISA 720 (Revised) Proposed SAS 

.06 The auditor should read the other information of 

which the auditor is aware in order to identify 

material inconsistencies, if any, with the audited 

financial statements. 

14. The auditor shall read the other information 

and, in doing so shall: (Ref: Para. A23–A24)  

 

(a) Consider whether there is a material 

inconsistency between the other 

information and the financial statements. 

As the basis for this consideration, the 

auditor shall, to evaluate their consistency, 

compare selected amounts or other items in 

the other information (that are intended to 

be the same as, to summarize, or to provide 

greater detail about, the amounts or other 

items in the financial statements) with such 

amounts or other items in the financial 

statements; and  

 

(b) Consider whether there is a material 

inconsistency between the other 

information and the auditor’s knowledge 

obtained in the audit, in the context of audit 

evidence obtained and conclusions reached 

in the audit.  

15. The auditor should read the other information 

and consider whether there is a material 

inconsistency between the other information and 

the financial statements. As the basis for this 

consideration, the auditor should, to evaluate their 

consistency, compare selected amounts or other 

items in the other information (that are intended to 

be the same as, to summarize, or to provide greater 

detail about the amounts or other items in the 

financial statements) with such amounts or other 

items in the financial statements. 

 15. While reading the other information in 

accordance with paragraph 14, the auditor shall 

remain alert for indications that the other 

information not related to the financial statements 

or the auditor’s knowledge obtained in the audit 

appears to be materially misstated.  

16. While reading the other information in 

accordance with paragraph 15, the auditor should 

remain alert for indications that; 

a.  other information is inconsistent with 

knowledge obtained in the audit in the 

context of audit evidence obtained and 

conclusions reached in the audit (Ref: par. 

A34-A41) 

 

b. the other information not related to the 

financial statements appears to be 

materially misstated (that is, material 

misstatements of fact) (Ref: par. A42–

A43) 
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Whereas extant AU-C section 720 requires the auditor to read the other information in 

order to identify material inconsistencies (defined as conflicts between the other 

information and the audited financial statements), ISA 720 (Revised) adds to the AU-C 

section 720 requirement a requirement for the auditor to consider whether there is a 

material inconsistency between the other information and the auditor’s knowledge 

obtained in the audit, in the context of audit evidence obtained and conclusions reached 

in the audit.  It is the Task Force’s position that because the auditor has reconciled their 

knowledge obtained in the audit with the audited financial statements, that this additional 

requirement does not substantively add to the auditor’s consideration of the other 

information.   

 

ISA 720 (Revised) also includes a requirement for the auditor to remain alert for 

indications that the other information not related to the financial statements (similar to the 

AU-C section 720 definition of material misstatement of fact) or the auditor’s knowledge 

obtained in the audit appears to be materially misstated.  Extant AU-C section 720 does 

not have a “remain alert” requirement but does include a requirement for the auditor to 

discuss the matter with management when the auditor becomes aware of an apparent 

material misstatement of fact (defined as incorrectly stated or presented other information 

that is unrelated to matters appearing in the audited financial statements). 

 

The ASB, the Task Force, and commenters to the exposure draft all expressed concerns 

with the requirement to consider whether there is material inconsistency between the 

other information and the auditor’s knowledge obtained in the audit.  Concerns centered 

on identifying boundaries around what that knowledge entails.  Questions such as 

whether the knowledge runs to all members of the engagement team and component 

auditors and whether the knowledge is audit knowledge or general knowledge have been 

problematic.  It is the Task Force’s understanding that the IAASB’s intent in creating the 

requirement was to ensure that the auditor’s read of the other information was “an 

intelligent read” and not merely a comparison of the other information to the audited 

financial statements. To address the concerns around the limits of the knowledge as well 

as the work effort, the Task Force proposes the following: 

 

 As ISA 720 (Revised) includes the qualifier “in the context of audit evidence 

obtained and conclusions reached in the audit” with respect to the knowledge 

obtained in the audit, the qualifier should be more prominent throughout the 

proposed revised SAS.  The Task Force has evaluated the references to 

“knowledge obtained in the audit” throughout the proposed standard and, where 

appropriate, has included the additional qualifier.  It is the Task Force’s intent that 

this qualifier will clarify that the knowledge is intended to be “audit knowledge” 

as opposed to “general knowledge.” The Task Force built in the concept of 

“general knowledge” and “intelligent read” (some might say what an auditor is 

already doing under extant) into the definition of material misstatement of the 

other information.  That is, it may be an inconsistency, a misstatement of fact OR 

in the auditor’s professional judgement information that omits or obscures 
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information necessary for a proper understanding of a matter disclosed in the OI.  

See paragraph A12 in the draft SAS (agenda item 5A or 5B)   

 

 The Task Force is cognizant that certain ASB members believe the proposed 

revised SAS must include the concept of the “intelligent read.”  However, the 

Task Force is also sympathetic to concerns of other ASB members and exposure 

draft commenters who feel that because there is no framework for nonpublic 

companies in the United States with respect to the form and content of other 

information (and that other information can be almost anything) that having a 

requirement to read and consider whether there is a material inconsistency 

between the other information and the auditor’s knowledge obtained in the audit 

is not workable in the environment subject to audits performed in accordance with 

U.S. GAAS.  Therefore, the Task Force proposes that the revised SAS be 

consistent with ISA 720 (Revised) with respect to (a) the auditor’s consideration 

of potential material inconsistencies between the other information and the 

audited financial statements and (b) remaining alert for indications that other 

information not related to the financial statements is materially misstated.  

However, with respect to potential inconsistencies between the other information 

and the auditor’s knowledge obtained in the audit, whereas ISA 720 (Revised) 

requires that the audit “consider” whether such inconsistencies exist, the Task 

Force proposes that the revised SAS require that the auditor “remain alert” for 

such inconsistencies. 

 

Action Requested of ASB 

The ASB is asked to consider whether it agrees with the Task Force’s proposals 

regarding clarifying the concept of the auditor’s knowledge obtaining in the audit and the 

requirement for inconsistencies between other information and such knowledge. 

 

Issue #2: Reporting 

A significant requirement in ISA 720 (Revised) that is incremental to extant AU-C 

section 720 is with respect to reporting.  Whereas extant AU-C section 720 does not 

require (but does not prohibit) the auditor to make reference to the other information in 

the auditor’s report on the financial statements, ISA 720 (Revised) requires the auditor’s 

report to include a separate section with a heading “Other Information,” or other 

appropriate heading, when, at the date of the auditor’s report the auditor has obtained 

some or all of the other information. 

 

Pursuant to direction provided by the ASB (and in response to concerns raised in the 

comment letters on the exposure draft), the proposed revised standard includes a 

requirement for the auditor to include a separate “Other Information” section in the 

auditor’s report on the audited financial statements only when all of the other information 

is received as of the date of the auditor’s report on the financial statements.  The auditor 

is not prohibited from reporting on the other information as of a later date but is not 

required to.   
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At the ASB’s meeting in October 2018, in reviewing comments received on the exposure 

draft, concerns were raised with respect to the proposed report wording including an 

emphasis that no assurance is being given by placing that wording at the end of the 

paragraph. Other concerns related to the description of the procedures performed.   

 

The Task Force has addressed those concerns and believes that the proposed reporting 

requirements result in a report that is clear and consistent with ISA 720 (Revised).  The 

following is a comparison between the illustrative ISA 720 (Revised) other-matter 

paragraph and the proposed illustrative other-matter paragraph included in the revised 

SAS (note that the reporting requirements in the proposed revised SAS have been revised 

to be consistent with the illustrative other-matter paragraph): 

 

ISA 720 (Revised) Illustrative Other-

Matter Paragraph 

 

No Material Misstatements of the OI 

Proposed SAS Illustrative Other-Matter 

Paragraph 

 

No Material Misstatements of the OI 

Management is responsible for the other 

information. The other information 

comprises the [information included in the 

X report, but does not include the financial 

statements and our auditor’s report 

thereon.]  

 

Our opinion on the financial statements 

does not cover the other information and 

we do not express any form of assurance 

conclusion thereon.   

 

In connection with our audit of the 

financial statements, our responsibility is to 

read the other information and, in doing so, 

consider whether the other information is 

materially inconsistent with the financial 

statements or our knowledge obtained in 

the audit or otherwise appears to be 

materially misstated. If, based on the work 

we have performed, we conclude that there 

is a material misstatement of this other 

information, we are required to report that 

fact. We have nothing to report in this 

regard. 

Management is responsible for the other 

information [included in the annual report]. 

The other information comprises the 

[information included in the X report], but 

does not include the financial statements 

and our auditor’s report thereon. In 

connection with our audit of the financial 

statements, our responsibility is to read the 

other information and consider whether the 

other information is materially inconsistent 

with the financial statements or otherwise 

appears to be materially misstated.  In the 

event we become aware that the other 

information contains a material 

misstatement, we are required to describe 

the misstatement in our report.  Our 

opinion on the financial statements does 

not cover the other information and we do 

not express an opinion or provide any 

assurance on it. 

 

 

The substantive differences between the proposed illustrative other-matter paragraph in 

the revised SAS and the illustrative other-matter paragraph included in ISA 720 

(Revised) are as follows: 
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 The illustration in the proposed SAS does not refer to the auditor having a 

responsibility to read the other information and consider whether such 

information is inconsistent with the auditor’s knowledge obtained in the audit.  

Note that the ISA requirement to consider knowledge obtained in the audit 

(paragraph 14b of ISA 720 (Revised)) is in the context of “audit evidence 

obtained and conclusions reached in the audit” NOT general knowledge which the 

report implies by leaving that phrasing out.  Please see Issue #1 to this discussion 

memorandum for additional discussion regarding the proposed performance 

requirements.  

 

 The illustration in the proposed SAS does not include the statement “We have 

nothing to report in this regard” as ASB members and certain exposure draft 

commenters expressed concern that such a statement implied “negative 

assurance” and was not appropriate in this instance as the auditor provides no 

assurance on the other information. 

 

The illustrative other-matter paragraphs when the auditor has identified a material 

misstatement of the other information exists are comparable. 

 

Action Requested of ASB 

The ASB is asked to consider whether it agrees with the proposed other-matter 

paragraph, or if not, what alternative recommendations should the task force consider. 

 
In summary: 

 The proposed SAS converges with the spirit of the ISA which is to add 

transparency to the auditor’s responsibilities for other information by requiring 

reporting on the other information (in certain circumstances) and by describing in 

the report the procedures performed on the other information.  

 

 The requirement to report improves the extant SAS and provides value to the 

users of the financial statements.   

 

 The Task Force supports the ISA concept of “intelligent read” but certain 

modifications of the ISA requirements are necessary to accommodate the 

American non-listed company environment and have, therefore embedded the 

intelligent read concept into the definition of misstatement of the other 

information.  The Task Force believes most auditors already perform an 

intelligent read despite it not having been articulated in the extant SAS.   
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Agenda Items Presented: 
Agenda item 5A Proposed revised Statement on Auditing Standards, The Auditor’s 

Responsibilities Relating to Other Information Included in Annual 

Reports – redline to show changes from the exposure draft  

   

Agenda item 5B Proposed revised Statement on Auditing Standards, The Auditor’s 

Responsibilities Relating to Other Information Included in Annual 

Reports – clean 

 

Please note that Ms. Gantnier will refer to Agenda item 5A in leading the discussion at 

the ASB meeting. 


