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SA 560: Subsequent Events 

When law, regulation or the FRFW does not prohibit management from restricting 

the amendment of the FS to the effects of the subsequent events or events 

causing that amendments and those responsible for approving the FS are not 

prohibited from restricting their approval to that amendment, the auditor is 

permitted to restrict the audit procedures on subsequent events to that 

amendment. In such cases, the auditor shall either: - 

(a) Amend the auditor's report to include an additional date restricted to that 

amendment that thereby indicates that the auditor's procedures on 

subsequent events are restricted solely to the amendment of the FS 

described in the relevant note to the FS or 

(b) Provide a new or amended auditor's report that includes a statement in an 

Emphasis of Matter paragraph or Other Matter(s) paragraph that conveys 

that auditor's procedures on subsequent events are restricted solely to the 

amendment of the FS as described in the relevant note to the FS. 

 

In some entities, management may not be required by the applicable law, regulation 

or the FRFW to issue amended FS and, accordingly, the auditor need not provide 

an amended or new auditor's report. However, when management does not amend 

the FS in circumstances where the auditor believes they need to be amended, 

then: 

(a) If the auditor's report has not yet been provided to the entity, the auditor 

shall modify the opinion as required by SA 705 and then provide the auditor's 

report or 

(b) If the auditor's report has already been provided to the entity, the auditor 

shall notify management and, unless all of TCWG are involved in managing the 

entity, TCWG, not to issue the FS to third parties before the necessary 

amendments have been made. If the FS are nevertheless subsequently issued 

without the necessary amendments, the auditor shall take appropriate action, 

to seek to prevent reliance on the auditor's report. 
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SA 580: Written Representation 

1) DEFINITION 

A WR is a written statement by management provided to the auditor to confirm 

certain matters or to support other audit evidence. WR in this context do not 

include FS, the assertions therein, or supporting books and records. 

4) WR ABOUT MANAGEMENT RESPONSIBILITIES 

(I) Preparation of the financial statements 

The auditor shall request management to provide a WR that it has fulfilled its 

responsibility for the preparation of the FS in accordance with the applicable 

FRFW, including, where relevant, their fair presentation, as set out in the terms of 

the audit engagement. 

In some cases, however, management may decide to make inquiries of others who 

participate in preparing and presenting the FS and assertions therein, such as: 

An actuary responsible for actuarially determined accounting measurements. 

Staff engineers who may have responsibility for and specialized knowledge about 

environmental liability measurements. 

Internal counsel who may provide information essential to provisions for legal 

claims. 

(II) Information provided and completeness of transactions 

The auditor shall request management to provide a written representation that: - 

• It has provided the auditor with all relevant information and access as 

agreed in the terms of the audit engagement and 

• All transactions have been recorded and are reflected in the FS. 

 

5) DESCRIPTION OF MANAGEMENT RESPONSIBILITIES IN WR 

Management's responsibilities shall be described in the "Written representations 

required about management responsibilities" in the manner in which these 

responsibilities are described in the terms of the audit engagement. 

2) OBJECTIVE 

The objectives of the auditor are: - 

1) To obtain WR from management and, where appropriate, TCWG that they 

believe that they have fulfilled their responsibility for the preparation of the 

FS and for the completeness of the information provided to the auditor; 

2) To support other AE relevant to the FS or specific assertions in the FS by 

means of WR, if determined necessary by the auditor or required by other 

SAs; 

3) To respond appropriately to WR provided by management and, where 

appropriate, TCWG, or if management or, where appropriate, TCWG do not 

provide the WR requested by the auditor. 

3) WRITTEN REPRESENTATION AS AUDIT EVIDENCE 

AE is all the information used by the auditor in arriving at the conclusions on which 

the audit opinion is based. WR are necessary information that the auditor requires 

in connection with the audit of the entity's FS. Accordingly, similar to responses 

to inquiries, written representations are audit evidence. 

Although WR provide necessary audit evidence, they do not provide SAAE on their 

own about any of the matters with which they deal. Furthermore, the fact that 

management has provided reliable WR does not affect the nature or extent of 

other audit evidence that the auditor obtains about the fulfilment of 

management's responsibilities, or about specific assertions. 
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SA 580: Written Representation 

WHY WR ABOUT MANAGEMENT RESPONSIBILITIES ARE NECESSARY? 

The written representations requiring fulfilment of management responsibilities in 

relation to above draw on the agreed acknowledgement and understanding of 

management of its responsibilities in the terms of the audit engagement by 

requesting confirmation that it has fulfilled them. The auditor may also ask 

management to reconfirm its acknowledgement and understanding of those 

responsibilities in written representations. This is particularly appropriate when: - 

 Those who signed the terms of the audit engagement on behalf of the entity 

no longer have the relevant responsibilities; 

 The terms of the audit engagement were prepared in a previous year; 

 There is any indication that management misunderstands those 

responsibilities; or 

 Changes in circumstances make it appropriate to do so. 

ADDITIONAL WR ABOUT INFO PROVIDED TO AUDITOR 

The auditor may consider it necessary to request management to provide a WR 

that it has communicated to the auditor all deficiencies in internal control of which 

management is aware. 

ADDITIONAL WR ABOUT FS 

1) Whether the selection and application of accounting policies are appropriate; 

and 

2) Whether matters such as the following, where relevant under the applicable 

FRFW, have been recognized, measured, presented or disclosed in accordance 

with that framework: 

• Plans or intentions that may affect the carrying value or classification 

of assets and liabilities; Liabilities, both actual and contingent; 

• Title to, or control over, assets, the liens or encumbrances on assets, 

and assets pledged as collateral; and 

• Aspects of laws, regulations and contractual agreements that may 

affect the financial statements, including non-compliance. 

 

WR ABOUT SPECIFIC ASSERTIONS 

When obtaining evidence about, or evaluating, judgments and intentions, the 

auditor may consider one or more of the following: 

The entity's past history in carrying out its stated intentions. 

The entity's reasons for choosing a particular course of action. 

The entity's ability to pursue a specific course of action. 

The existence or lack of any other information that might have been obtained 

during the course of the audit that may be inconsistent with management's 

judgment or intent 
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SA 580: Written Representation 

WRITTEN REPRESENTATION AS AUDIT EVIDENCE 

AE is all the information used by the auditor in arriving at the conclusions on which 

the audit opinion is based. WR are necessary information that the auditor requires 

in connection with the audit of the entity's FS. Accordingly, similar to responses 

to inquiries, written representations are audit evidence. 

Although WR provide necessary audit evidence, they do not provide SAAE on their 

own about any of the matters with which they deal. Furthermore, the fact that 

management has provided reliable WR does not affect the nature or extent of 

other audit evidence that the auditor obtains about the fulfilment of 

management's responsibilities, or about specific assert ions. 

REQUESTED WR NOT PROVIDED 

If management does not provide one or more of the requested written 

representations, the auditor shall: 

(a) Discuss the matter with management; 

(b) Re-evaluate the integrity of management and evaluate the effect that this 

may have on the reliability of representations and audit evidence in general; 

(c) Take appropriate actions, including determining the possible effect on the 

opinion in the auditor's report in accordance with SA 705 having regard to the 

requirement of disclaimer of opinion 

FORM OF WR 

The WR shall be in the form of a representation letter addressed to the auditor. If law or regulation requires management to make written public statements about its 

responsibilities, and the auditor determines that such statements provide some or all of the representations required regarding management responsibilities, the 

relevant matters covered by such statements need not be included in the WR. 

DOUBT AS TO RELIABILITY OF WR 

If the auditor has concerns about the competence, integrity, ethical values or diligence of management, or about its commitment to or enforcement of these, the 

auditor shall determine the effect that such concerns may have on the reliability of representations and audit evidence in general. 

In particular, if WR are inconsistent with other AE, the auditor shall perform audit procedures to attempt to resolve the matter. If the matter remains unresolved, 

the auditor shall reconsider the assessment of above values, and shall determine the effect that this may have on the reliability of representations and AE in general. 

If the auditor concludes that the WR are not reliable, the auditor shall take appropriate actions, including deter mining the possible effect on the opinion in the 

auditor's report in accordance with SA 705, having regard to the requirement of disclaimer of opinion. 
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SA 600 

In certain situations, the statute governing the entity may confer a right on the principal auditor to visit a component and examine the books of account and other 

records of the said component, if he thinks it necessary to do so. Where another auditor has been appointed for the component, the principal auditor would normally be 

entitled to rely upon the work of such auditor unless there are special circumstances to make it essential for him to visit the component and/or to examine the books of 

account and other records of the said component. Further, it requires that the principal auditor should perform procedures to obtain SAAE, that the work of the other 

auditor is adequate for the principal auditor's purposes, in the context of the specific assignment. When using the work of another auditor, the principal auditor should 

ordinarily perform the following procedures: 

(a) Advise the other auditor of the use that is to be made of the other auditor's work and report and make sufficient arrangements for co-ordination of their efforts 

at the planning stage of the audit. The principal auditor would inform the other auditor of matters such as are as requiring special consideration, procedures for 

the identification of inter -component transactions that may require disclosure and the time-table for completion of audit; and 

(b) Advise the other auditor of the significant accounting, auditing and reporting requirements and obtain representation as to compliance with them. 

The principal auditor might discuss with the other auditor the audit procedures applied or review a written summary of the other auditor's procedures and findings 

which may be in the form of a completed questionnaire or check-list. The principal auditor may also wish to visit the other auditor. The nature, timing and extent of 

procedures will depend on the circumstances of the engagement and the principal auditor's knowledge of the professional competence of the other auditor. This 

knowledge may have been enhanced from the review of the previous audit work of the other auditor. 
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SA 610 - USING THE WORK OF INTERNAL AUDITORS 

DEFINITION OF INTERNAL AUDIT FUNCTION 

Internal audit function (IAF) refers to a function of an entity that performs assurance and 

consulting activities designed to evaluate and improve the effectiveness of the entity's 

governance, risk management and internal control processes.  

1. Activities Relating to Governance: The IAF may assess the governance process in its 

accomplishment of objectives on ethics and values, performance management & 

accountability, communicating risk and control information to appropriate areas of the 

entity & effectiveness of communication among those TCWG, external & internal auditors, 

& management. 

2. Activities Relating to Risk Management: The IAF may assist the entity by identifying and 

evaluating significant exposures to risk and contributing to the improvement of risk 

management and internal control The IAF may perform procedures to assist the entity in 

the detection of fraud. 

3. Activities Relating to Internal Control:  

⧫ Evaluation of internal control: The IAF may be assigned specific responsibility for 

reviewing controls, evaluating their operation, and recommending improvements 

thereto. In doing so, the internal audit function provides assurance on the control. 

⧫ Examination of financial and operating information: The IAF may be assigned to 

review the means used to identify, recognize, measure, classify and report financial 

and operating information, and to make specific inquiry into individual items, including 

detailed testing of transactions, balances and procedures.  

⧫ Review of operating activities: The IAF may be assigned to review the economy, 

efficiency and effectiveness of operating activities, including non- financial activities 

of an entity. 

⧫ Review of compliance with laws and regulations: The IAF may be assigned to review 

compliance with laws, regulations, and other external requirements, and with 

management policies and directives and other internal requirements. 

Ways in which the external auditor may make use of the function 

for purposes of the audit. 

1. To obtain information that is relevant to the external auditor's 

assessments of the ROMM due to error or fraud. 

2. Unless prohibited, or restricted to some extent, by law or 

regulation, the external auditor, after appropriate evaluation, may 

decide to use work that has been performed by the IAF during the 

period in partial substitution for AE to be obtained directly by the 

external auditor. 

3. Unless prohibited, or restricted to some extent, by law or 

regulation, the external auditor may use IA to perform audit 

procedures under the DSR of the external auditor (referred to as 

"direct assistance"). 

OBJECTIVE 

(a) To determine whether the work of the IAF or direct assistance 

from internal auditors can be used, and if so, in which areas and to 

what extent; and having made that determination: 

(b) If using the work of the IAF, to determine whether that work is 

adequate for purposes of the audit; and 

If using internal auditors to provide direct assistance, to appropriately 

direct, supervise and review their work 

SCOPE 

This includes using the work of the internal audit function in obtaining 

audit evidence and using internal auditors to provide direct assistance 

under the direction, supervision and review of the external auditor. 

No impact on NTE of AP to be performed directly by the external 

auditor - remains decision of EA 
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SA 610 - USING THE WORK OF INTERNAL AUDITORS 

A) The extent to which the IAF organizational status and relevant policies and 

procedures support the objectivity of the internal auditors;  

Objectivity refers to the ability to perform those tasks without allowing bias, 

conflict of interest or undue influence of others to override professional 

judgments. 

Factors that may affect the external auditor's evaluation- 

1. Whether the organizational status of the IAF, including the function's 

authority and accountability, supports the ability of the function to be free 

from bias, conflict of interest or undue influence of others to override 

professional judgments. 

2. Whether TCWG oversee employment decisions related to the internal audit 

function. 

3. Whether there are any constraints or restrictions placed on the IAF by 

management or TCWG, for example, in communicating the internal audit 

function's findings to the external auditor. 

4. Whether the IAF is free of any conflicting responsibilities, for e.g., having 

managerial or operational duties or responsibilities that are outside of IAF. 

B) The level of competence of the internal audit function 

Competence of the internal audit function refers to the attainment and 

maintenance of knowledge and skills of the function as a whole at the level 

required to enable assigned tasks to be performed diligently and in accordance 

with applicable professional standards. 

Factors that may affect the external auditor's determination in relation to 

competence: 

1. Whether the IAF is adequately and appropriately resourced relative to the 

size of the entity and the nature of its operations. 

2. Whether there are established policies for hiring, training and assigning 

internal auditors to internal audit engagements. 

3. Whether the IA have adequate technical training and proficiency in auditing. 

4. Whether the internal auditors possess the required knowledge relating to the 

entity's financial reporting and the applicable FRFW. 

(C) Whether the IAF applies a systematic and disciplined approach, including 

quality control. Factors that may include the following: 

1. The existence, adequacy and use of documented internal audit procedures or 

guidance covering such areas as risk assessments, work programs, 

documentation and reporting, the nature and extent of which is commensurate 

with the size and circumstances of an entity. 

2. Whether the IAF has appropriate quality control policies and procedures. 

Note related to A and B - Objectivity and competence may be viewed as a 

continuum. 

The more the IAF organizational status and relevant policies and procedures 

adequately support the objectivity of the IA and the higher the level of 

competence of the function, the more likely the EA may make use of the work of 

the function and in more areas. However, an organizational status and relevant 

policies and procedures that provide strong support for the objectivity of the IA 

cannot compensate for the lack of sufficient competence of the IAF.  

Equally, a high level of competence of the IAF cannot compensate for an 

organisational status and policies and procedures that do not adequately support 

the objectivity of the IA. 
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SA 610 - USING THE WORK OF INTERNAL AUDITORS 

EXTERNAL AUDITOR RESPONSIBILITY FOR AUDIT 

The external auditor has sole responsibility for the audit opinion expressed, and it is not reduced by the external auditor’s use of the work of the IAF or internal 

auditors to provide direct assistance on the engagement 

CIRCUMSTANCES WHEN WORK OF IAF CAN'T BE USED 

(a) The function's organizational status and relevant policies and 

procedures do not adequately support the objectivity of internal 

auditors; 

(b) The function lacks sufficient competence; or 

(c) The function does not apply a systematic and disciplined approach, 

including quality control 

CIRCUMSTANCES IN WHICH EA PLAN TO USE LESS WORK OF IAF & PERFORM 

MORE WORK DIRECTLY 

1. The more judgment is involved in: 

⧫ Planning and performing relevant audit procedures; and  

⧫ Evaluating the audit evidence gathered; 

2. Higher assessed ROMM at the assertion level, with special consideration given to risks 

identified as significant; 

3. Less the internal audit function's organizational status and relevant policies and 

procedures adequately support the objectivity of the internal auditors; and 

4. Lower the level of competence of the internal audit function. 

DETERMINING THE NATURE & EXTENT OF WORK OF IAF THAT 

CAN BE USED 

EA shall consider the nature and scope of the work that has been 

performed, or is planned to be performed, by the IAF and its relevance 

to the EA overall audit strategy and audit plan. 

Examples of work of the IAF that can be used by the EA include: 

1. Testing of the operating effectiveness of controls. 

2. Substantive procedures involving limited judgment. 

3. Observations of inventory counts. 

4. Tracing transactions through the information system relevant to 

financial reporting. 

5. Testing of compliance with regulatory requirements 
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SA 610 - USING THE WORK OF INTERNAL AUDITORS 

USING THE WORK OF IAF 

(A) Discuss the planned use of its work with the function as a 

basis for coordinating their respective activities. 

(B) Read the reports of the internal audit function relating to 

the work of the function that the external auditor plans to 

use to obtain an understanding of the nature and extent of 

audit procedures it performed and the related findings. 

(C) Perform sufficient audit procedures on the body of work of 

the IAF as a whole that the external auditor plans to use to 

determine its adequacy for purposes of the audit. 

Discussion and Coordination with the Internal Audit Function 

➢ The timing of such work.  

➢ Documentation of the work performed.  

➢ The nature of the work performed.  

➢ Review and reporting procedures. 

➢ Methods of item selection and sample sizes.  

➢ The extent of audit coverage.  

➢ Materiality for the FS as a whole and performance 

materiality. 

Coordination between the EA and the IAF is effective when, for 

example; 

1. Discussions take place at appropriate intervals throughout 

the period. 

2. The EA informs the IAF of significant matters that may 

affect the function. 

3. The EA is advised of and has access to relevant reports of 

the IAF and is informed of any significant matters that 

come to the attention of the function when such matters 

may affect the work of the EA so that the EA is able to 

consider the implications of such matters for the audit 

engagement. 

DETERMINING WHETHER, IN WHICH AREAS AND TO WHAT EXTENT IA CAN BE USED 

TO PROVIDE DIRECT ASSISTANCE 

Direct assistance refers to the use of internal auditors to perform audit procedures under the 

direction, supervision and review of the external auditor. The external auditor may be prohibited by 

law or regulation from obtaining direct assistance from internal auditors. 

If not prohibited by law or regulation, and the external auditor plans to use internal auditors to 

provide direct assistance on the audit, the external auditor shall evaluate the existence and 

significance of threats to objectivity and the level of competence of the internal auditors 

The external auditor shall not use an internal auditor to provide direct assistance if: 

(a) There are significant threats to the objectivity of the internal auditor; or 

(b) The internal auditor lacks sufficient competence to perform the proposed work. 

The external auditor shall not use internal auditors to provide direct assistance to perform 

procedures that: 

(a) Involve making significant judgments in the audit; 

(b) Relate to higher assessed ROMM where the judgment required in performing the relevant 

audit procedures or evaluating the audit evidence gathered is more than limited; 

(c) Relate to work with which the internal auditors have been involved and which has already 

been, or will be, reported to management or TCWG by the IAF; or 

(d) Relate to decisions the external auditor makes in accordance with this SA regarding the 

internal audit function and the use of its work or direct assistance. 

Prior to using internal auditors to provide direct assistance for purposes of the audit, the external 

auditor shall: 

(a) Obtain written agreement from an authorized representative of the entity that the internal 

auditors will be allowed to follow the external auditor's instructions, and that the entity will 

not intervene in the work the internal auditor performs for the external auditor; and 

(b) Obtain written agreement from the internal auditors that they will keep confidential 

specific matters as instructed by the external auditor and inform the external auditor of 

any threat to their objectivity. 
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SA 700 - FORMING AN OPINION AND REPORTING ON FINANCIAL STATEMENTS 

OBJECTIVE 

The objectives of the auditor as per SA 700 (Revised) are: 

(a) To form an opinion on the FS based on an evaluation of the conclusions 

drawn from the audit evidence obtained; and 

(b) To express clearly that opinion through a written report 

SPECIFIC EVALUATIONS BY AUDITOR 

In particular, the auditor shall evaluate whether: 

(a) The FS adequately disclose the significant accounting policies selected and applied; 

(b) The accounting policies selected and applied are consistent with the applicable FRFW 

and are appropriate; 

(c) The accounting estimates made by management are reasonable; 

(d) The information presented in the FS is relevant, reliable, comparable, and 

understandable; 

(e) The FS provide adequate disclosures to enable the intended users to understand the 

effect of material transactions and events on the information conveyed in the FS; and 

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

Further, when the FS are prepared in accordance with a fair presentation framework, the 

evaluation mentioned above shall also include an evaluation by the auditor as to whether 

the FS achieve fair presentation which shall include consideration of: 

(a) The overall presentation, structure and content of the FS; and 

(b) Whether the FS, including the related notes, represent the underlying transactions 

and events in a manner that achieves fair presentation. 

FORM OF OPINION 

Unmodified Opinion: The auditor shall express an unmodified opinion when the auditor 

concludes that the FS are prepared, in all material respects, in accordance with the 

applicable FRFW. 

Modified Opinion: If the auditor: 

• Concludes that based on the AE obtained the FS as a whole are not free from 

material misstatement 

• Is unable to obtain SAAE to conclude that the FS are free from material 

misstatement the auditor shall modify the opinion in the auditor's report in 

accordance with SA 705. 

TO FORM OPINION - AUDITOR TO OBTAIN REASONABLE 

ASSURANCE 

That conclusion shall take into account: 

(a) Whether SAAE has been obtained; 

(b) Whether uncorrected misstatements are material, individually or in 

aggregate; 

(c) The evaluations. 

EVALUATIONS BY THE AUDITOR 

Qualitative Aspects of the Entity's Accounting Practices 

 Management makes a number of judgement s about the amounts and 

disclosures in the FS. 

 SA 260 contains a discussion of the qualitative aspects of accounting 

practices. 

 In considering the qualitative aspects of the entity's accounting 

practices, the auditor may become aware of possible bias in 

management's judgements.  

 SA 540 addresses possible mgmt. bias in making accounting estimates. 

 The auditor may conclude that the cumulative effect of lack of 

neutrality, together with the effect of uncorrected misstatements, 

causes the FS as a whole to be materially misstated. Indicators of a 

lack of neutrality: 

• The selective correction of misstatements brought to 

management's attention during the audit. 

• Possible management bias in the making of accounting estimates 
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SA 700 - FORMING AN OPINION AND REPORTING ON FINANCIAL STATEMENTS 

The auditor's report shall be in writing. This SA- 700 requires the use of specific headings, which are intended to assist in making auditor's report more recognizable, 

where audit is conducted in accordance with the relevant Standards on Auditing. 

1) TITLE 

The auditor's report shall have a title that clearly indicates that it is the 

report of an independent auditor. For example, "Independent Auditor's 

Report," distinguishes the independent auditor's report from reports 

issued by others 

4) BASIS FOR OPINION 

The auditor's report shall include a section, directly following the Opinion section, with the 

heading "Basis for Opinion", that: 

1) States that the audit was conducted in accordance with Standards on Auditing; 

2) Refers to the section of the auditor's report that describes the auditor's 

responsibilities under the SAs; 

3) Includes a statement that the auditor is independent of the entity in accordance with 

the relevant ethical requirements relating to the audit and has fulfilled the auditor's 

other ethical responsibilities in accordance with these requirements. 

4) States whether the auditor believes that the audit evidence the auditor has obtained 

is SAAE to provide a basis for the auditor's opinion. 

2) ADDRESSEE 

The auditor's report shall be addressed, as appropriate, based on the 

circumstances of the engagement. Law, regulation or the terms of the 

engagement may specify to whom the auditor's report is to be addressed. 

The auditor's report is normally addressed to those for whom the report 

is prepared, often either to the shareholders or to TCWG of the entity 

whose FS are being audited. In case of a company, the report is addressed 

to the SH of the company 

3) AUDITOR'S OPINION 

The Opinion section (first section) of the auditor's report shall: 

1) Identify the entity whose FS have been audited; 

2) State that the FS have been audited; 

3) Identify title of each statement comprising the FS; 

4) Refer to the notes, including the summary of significant accounting policies; and 

5) Specify the date of, or period covered by, each FS comprising the FS. 
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SA 700 - FORMING AN OPINION AND REPORTING ON FINANCIAL STATEMENTS 

5) GOING CONCERN 

Where applicable, the auditor shall report in accordance with SA 570 (Revised). 

1) Under the GC basis of accounting, the FS are prepared on the assumption that 

the entity is a GC and will continue its operations for the foreseeable future. 

General purpose FS are prepared using the GC basis of accounting, unless 

management either intends to liquidate the entity or to cease operations, or 

has no realistic alternative but to do so. 

2) When the use of the GC basis of accounting is appropriate, assets and 

liabilities are recorded on the basis that the entity will be able to realize its 

assets and discharge its liabilities in the normal course of business. 

3) The auditor shall evaluate whether SAAE has been obtained regarding, and 

shall conclude on, the appropriateness of management's use of the GC basis of 

accounting in the preparation of the FS. 

4) Based on the AE obtained, the auditor shall conclude whether, in the auditor's 

judgement, a MU exists related to E/C that, individually or collectively, may 

cast SD on the entity's ability to continue as a GC. 

5) A MU exists when the magnitude of its potential impact and likelihood of 

occurrence is such that, in the auditor's judgement, appropriate disclosure of 

the nature and implications of the uncertainty is necessary for:  

(a) In the case of a fair presentation FRFW, the fair presentation of the 

FS, or  

(b) In the case of a compliance framework, the FS not to be misleading. 

6) KEY AUDIT MATIERS 

Law or regulation may require communication of KAM for audits of entities other 

than listed entities. Example - Entities characterized in such law or regulation as 

public interest entities. 

The auditor may also decide to communicate KAM for other entities, including 

those that may be of significant public interest, for example because they have a 

large number and wide range of stakeholders and considering the nature and size 

of the business. Examples of such entities may include financial institutions and 

other entities such as charitable institutions 

7) RESPONSIBILITIES FOR FS 

It shall describe management's responsibility: 

 Preparing the FS in accordance with the applicable FRFW, and for such 

internal control as management determines is necessary to enable the 

preparation of FS that are free from material misstatement, whether due to 

fraud or error. 

 Assessing the entity's ability to continue as a GC and whether the use of the 

GC basis of accounting is appropriate as well as disclosing, if applicable, 

matters relating to GC 

LOCATION OF THE DESCRIPTION OF THE AUDITOR 'S RESPOSIBILITIES FOR THE AUDIT OF FS 

The description of the auditor's responsibilities for the audit of the FS shall be included: 

 Within the body of the auditor's report 

 Within an appendix to the auditor's report, in which case the auditor's report shall include a reference to the location of the appendix or 

 By a specific reference within the auditor's report to the location of such a description on a website of an appropriate authority, where law, regulation or 

national auditing standards expressly permit the auditor to do so. 
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SA 700 - FORMING AN OPINION AND REPORTING ON FINANCIAL STATEMENTS 

9) OTHER REPORTING RESPONSIBILITIES 

• If the auditor addresses other reporting responsibilities in the auditor's 

report on the FS that are in addition to the auditor's responsibilities under 

the SAs, these other reporting responsibilities shall be addressed in a 

separate sect ion in the auditor's report with a heading titled "Report on 

Other Legal and Regulatory Requirements" or otherwise as appropriate to the 

content of the section, unless these other reporting responsibilities address 

the same topics as those presented under the reporting responsibilities 

required by the SAs in which case the other reporting responsibilities may be 

presented in the same section as the related report elements required by the 

SAs. 

• If other reporting responsibilities are presented in the same section as the 

related report elements required by the SAs, the auditor's report shall 

clearly differentiate the other reporting responsibilities from the reporting 

that is required by the SAs. 

• If the auditor's report contains a separate section that addresses other 

reporting responsibilities, the requirements stated above shall be included 

under a section with a heading "Report on the Audit of the FS." The "Report 

on Other Legal and Regulatory Requirements" shall follow the "Report on the 

Audit of the FS." 

10) PLACE OF SIGNATURE 

The auditor's report shall name specific location, which is ordinarily the city where 

the audit report is signed. 

12) DATE OF AUDITOR'S REPORT 

The auditor's report shall be dated no earlier than the date on which the auditor 

has obtained SAAE on which to base the auditor's opinion on the FS, including 

evidence that: 

→ All the statements that comprise the FS, including the related notes, have 

been prepared; and 

→ Those with the recognized authority have asserted that they have taken 

responsibility for those FS 

The date of the auditor's report informs the user of the auditor's report that the 

auditor has considered the effect of events and transactions of which the auditor 

became aware and that occurred up to that date. 

11) Auditor’s Address 

The auditor’s report shall name specific location, which is ordinarily the city where 

the audit report is signed. 

UDIN 

It was noticed that financial documents/ certificates attested by third person misrepresenting themselves as CA Members were misleading the Authorities and 

Stakeholders. ICAI also received number of complaints of signatures of CAs being forged by non CAs. To curb the malpractices, the Professional Development 

Committee of ICAI implemented in phased manner an innovative concept of UDIN i.e. Unique Document Identification Number. All Certificates were made mandatory 

with effect from 1st February, 2019 as per the Council decision taken at its 379th Meeting held on 17th - 18th December, 2018. CA having full-time Certificate of 

Practice can register on UDIN Portal and generate UDIN by registering the certificates attested/certified by them. Accordingly, an auditor is required to mention the 

UDIN with respect to each audit report being signed by him, along with his membership number while signing an audit report. 

 

 

 



 

  CA Inter with CA Himanshu  

 

SA 700 - FORMING AN OPINION AND REPORTING ON FINANCIAL STATEMENTS 

The auditor’s report shall include a section with the 

heading “Auditor’s Responsibilities for the Audit of 

the Financial Statements.” 

1. State that the objectives of the auditor are to: 

(a) Obtain reasonable assurance about whether 

the financial statements as a whole are free 

from material misstatement, whether due to 

fraud or error; and 

(b) Issue an auditor’s report that includes the 

auditor’s opinion. 

2. State that reasonable assurance is a high level of 

assurance, but is not a guarantee that an audit 

conducted in accordance with SAs will always 

detect a material misstatement when it exists; 

and 

3. State that misstatements can arise from fraud or 

error, and either 

4. Describe that misstatements are considered 

material if, individually or in the aggregate, they 

could reasonably be expected to influence the 

economic decisions of users taken on the basis of 

these financial statements; or 

5. Provide a definition or description of materiality 

in accordance with the applicable financial 

reporting framework. 

The Auditor’s Responsibilities for the Audit of the 

Financial Statements section of the auditor’s report 

shall further: 

1. State that, as part of an audit in accordance with 

SAs, the auditor exercises professional judgment 

and maintains professional skepticism throughout 

the audit; and 

2. Describe an audit by stating that the auditor’s 

responsibilities are: 

(a) To identify and assess the risks of material 

misstatement of the financial statements, 

whether due to fraud or error;  

(b) To obtain an understanding of internal control 

system 

(c) To evaluate the appropriateness of accounting 

policies used and the reasonableness of 

accounting estimates and related disclosures 

made by management. 

(d) To conclude on the appropriateness of 

management’s use of the going concern basis 

of accounting on the entity’s ability to continue 

as a going concern. 

The Auditor’s Responsibilities for the Audit of the 

Financial Statements section of the auditor’s report 

also shall: 

1. State that the auditor communicates with TCWG 

regarding, among other matters, the planned 

scope and timing of the audit and significant 

audit findings, including any significant 

deficiencies in internal control that the auditor 

identifies during the audit. 

2. For audits of financial statements of listed 

entities, state that the auditor provides TCWG 

with a statement that the auditor has complied 

with relevant ethical requirements regarding 

independence and communicate with them all 

relationships and other matters that may 

reasonably be thought to bear on the auditor’s 

independence, and where applicable, related 

safeguards; and 

3. For audits of financial statements of listed 

entities and any other entities for which key 

audit matters are communicated in accordance 

with SA 701, state that, from the matters 

communicated with TCWG, the auditor 

determines those matters that were of most 

significance in the audit of the financial 

statements of the current period and are 

therefore the key audit matters. The auditor 

describes these matters in the auditor’s report 

unless law or regulation precludes public 

disclosure. 
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SA 700 

AUDITOR'S REPORT PRESCRIBED BY LAW OR REGULATION 

SA 200 explains that the auditor may be required to comply with legal or regulatory requirements in addition to SAs. When the differences between the legal or 

regulatory requirements and SAs relate only to the layout and wording of the auditor's report, the requirements stated below in points (a)-(m) set out the minimum 

elements to be included in the auditor's report to enable a reference to the Standards on Auditing. In those circumstances, the requirements stated in paragraph 3.1 

above that are not included in points (a)-(m) need not be applied. 

For example, the required ordering of the Opinion and the Basis of Opinion sections need not be applied. 

Where specific requirements in a particular law or regulation do not conflict with SAs, the layout and wording required by this SA assist users of the auditor's report 

in more readily recognizing the auditor's report as a report of an audit conducted in accordance with SAs. 

If the auditor is required by law or regulation to use a specific layout, or wording of the auditor's report, the auditor's report shall refer to Standards on Auditing 

only if the auditor's report includes, at a minimum, each of the following elements: 

(a) A title. 

(b) An addressee, as required by the circumstances of the engagement. 

(c) An Opinion section containing an expression of opinion on the financial statements and a reference to the applicable financial reporting framework used to 

prepare the financial statements. 

(d) An identification of the entity's financial statements that have been audited. 

(e) A statement that the auditor is independent of the entity in accordance with the relevant ethical requirements relating to the audit, and has fulfilled the 

auditor's other ethical responsibilities in accordance with these requirements. The statement shall refer to the Code of Ethics issued by ICA I. 

(f) Where applicable, a section that addresses, and is not inconsistent with, the reporting requirements relating to going concern as per SA 570 (Revised). 

(g) Where applicable, a Basis for Qualified (or Adverse) Opinion section that addresses, and is not inconsistent with, the reporting requirements relating to going 

concern as per SA 570 (Revised). 

(h) Where applicable, a section that includes the information required by SA 701, or additional information about the audit that is prescribed by law or regulation 

and that addresses, and is not inconsistent with, the reporting requirements in that SA. 

(i) A description of management's responsibilities for the preparation of the financial statements and an identification of those responsible for the oversight of 

the financial reporting process that addresses, and is not inconsistent with, the requirements as contained in this SA 700. 

(j) A reference to Standards on Auditing and the law or regulation, and a description of the auditor's responsibilities for an audit of the financial statements 

that addresses, and is not inconsistent with, the requirements as contained in this SA 700. 

(k) The auditor's signature.  

(l) The Place of signature. 
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(m) The date of the auditor's report. 

 

SA 701 COMMUNICATING KEY AUDIT MATTERS IN THE INDEPENDENT AUDITOR’S REPORT 

DEFINITION 

Key Audit Matters are those matters that, in the auditor's professional judgement 

were of most significance in the audit of the financial statements of the current 

period. KAM are selected from matters communicated with TCWG. 

3) OBJECTIVE OF THE AUDITOR REGARDING KAM 

The objectives of the auditor are to determine KAM and, having formed an opinion 

on the FS, communicate those matters by describing them in the auditor's report. 

2) PURPOSE OF COMMUNICATING KAM 

⧫ To enhance the communicative value of the auditor's report by providing 

greater transparency about the audit that was performed. 

⧫ Provides additional information to intended users of the FS to assist them in 

understanding those matters that, in the auditor's professional judgement, 

were of most significance in the audit of the FS of the current period. 

⧫ Assist intended users in understanding the entity and areas of significant 

management judgement in the audited FS. 

4) DETERMINING KAM 

⧫ Areas of higher assessed ROMM, or significant risks identified in accordance 

with SA 315. 

⧫ Significant auditor judgements relating to areas in the FS that involved 

significant management judgement, including accounting estimates that have 

been identified as having high estimation uncertainty. 

⧫ The effect on the audit of significant events or transactions that occurred 

during the period. 

5) COMMUNICATING KAM 

The auditor shall describe each KAM, using an appropriate subheading, in a 

separate section of the auditor's report under the heading "Key Audit Matters". 

The introductory language in this section of the auditor's report shall state that: 

(a) KAM are those matters that, in the auditor's professional judgement, were of 

most significance in the audit of the financial statements [of the current 

period]; and 

(b) These matters were addressed in the context of the audit of the FS as a 

whole, and in forming the auditor's opinion thereon, and the auditor does not 

provide a separate opinion on these matters. 

 6) COMMUNICATING KAM - NOT A SUBSTITUTE FOR DISCLOSURE IN FS 

Communicating key audit matters in the auditor's report is not: 

(a) A substitute for disclosures in the FS that the applicable FRFW requires 

management to make, or that are otherwise necessary to achieve fair 

presentation; 

(b) A substitute for the auditor expressing a modified opinion when required by 

the circumstances of a specific audit engagement in accordance with SA 705  

(c) A substitute for reporting in accordance with SA 570 when a material 

uncertainty exists relating to events or conditions that may cast significant 

doubt on an entity's ability to continue as a going concern; or 

(d) A separate opinion on individual matters. 

7) COMMUNICATING WITH TCWG 

The auditor shall communicate with TCWG: 

(a) Those matters the auditor has determined to be the key audit matters; or 

(b) If applicable, depending on the facts and circumstances of the entity and the audit, the auditor's determination that there are no KAM to communicate in the 

auditor's report. 
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SA 705 – Modification to the Opinion in the Independent Auditor’s Report 

1) CIRCUMSTANCES WHEN A MODIFICATION TO THE AUDITOR'S 

OPINION IS REQUIRED 

The auditor shall modify the opinion in the auditor's report in the following 

circumstances: 

(a) The auditor concludes that, based on the audit evidence obtained, the FS as a 

whole are not free from material misstatement; or 

(b) The auditor is unable to obtain SAAE to conclude that the FS as a whole are 

free from material misstatement. 

2) OBJECTIVE OF AUDITOR - TO CLEARLY EXPRESS AN APPROPRIATE 

MODIFIED OPINION 

The objective of the auditor is to express clearly an appropriately modified opinion 

on the FS that is necessary when: 

(a) The auditor concludes, based on the AE obtained, that the FS as a whole are 

not free from material misstatement; or 

(b) The auditor is unable to obtain SAAE to conclude that the FS as a whole are 

free from material misstatement 

Types of Opinion 

A. QUALIFIED OPINION 

The auditor shall express a qualified opinion when: 

(a) The auditor, having obtained SAAE, concludes that misstatements, individually 

or in the aggregate, are material, but not pervasive, to the FS; or 

(b) The auditor is unable to obtain SAAE on which to base the opinion, but the 

auditor concludes that the possible effects on the FS of undetected 

misstatements, if any, could be material but not pervasive. 

B. ADVERSE OPINION 

The auditor shall express an adverse opinion when the auditor, having obtained 

SAAE, concludes that misstatements, individually or in the aggregate, are both 

material and pervasive to the FS 

DEFINITION OF PERVASIVE 

A term used, in the context of misstatements, to describe the effects on the FS 

of misstatements or the possible effects on the FS of misstatements, if any, that 

are undetected due to an inability to obtain SAAE. 

Pervasive effects on the financial statements are those that, in the auditor's 

judgement: 

(a) Are not confined to specific elements, accounts or items of the FS; 

(b) If so confined, represent or could represent a substantial proportion of the 

FS; 

(c) In relation to disclosures, are fundamental to user’s understanding of the FS 

C. DISCLAIMER OFOPINION 

The auditor shall disclaim an opinion when the auditor is unable to obtain SAAE on 

which to base the opinion, and the auditor concludes that the possible effects on 

the FS of undetected misstatements, if any, could be both material and pervasive. 

The auditor shall disclaim an opinion when, in extremely rare circumstances 

involving multiple uncertainties, the auditor concludes that, notwithstanding having 

obtained SAAE regarding each of the individual uncertainties, it is not possible to 

form an opinion on the FS due to the potential interaction of the uncertainties and 

their possible cumulative effect on the FS 
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SA 705 – Modification to the Opinion in the Independent Auditor’s Report 

WHICH TYPE OF OPINION IS APPROPRIATE? 

The decision regarding which type of modified opinion is appropriate depends upon: 

(a) The nature of the matter giving rise to the modification, that is, whether 

the FS are materially misstated or, in the case of an inability to obtain SAAE, 

may be materially misstated; 

(b) The auditor's judgement about the pervasiveness of the effects or possible 

effects of the matter on the FS. 

 

Consequence of an Inability to Obtain SAAE Due to a Management Imposed 

Limitation after the Auditor Has Accepted the Engagement 

 

COMMUNICATION WITH TCWG 

When the auditor expects to modify the opinion in the auditor's report, the 

auditor shall communicate with those charged with governance the circumstances 

that led to the expected modification and the wording of the modification 
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SA 705 – Modification to the Opinion in the Independent Auditor’s Report 

FORM AND CONTENT OF AUDIT REPORT WHEN THE OPINION IS MODIFIED  

Qualified Opinion 

When the auditor expresses a qualified opinion due to a material misstatement in the FS, the auditor shall state that, in the auditor's opinion, except for the effects 

of the matter(s) described in the Basis for Qualified Opinion section, 

(a) When reporting in accordance with a fair presentation framework, the accompanying FS present fairly, in all material respects (or give a true and fair view of) 

[...] in accordance with [the applicable FRFW]; or 

(b) When reporting in accordance with a compliance framework, the accompanying FS have been prepared, in all material respects, in accordance with [the 

applicable FRFW]. 

When the modification arises from an inability to obtain SAAE, the auditor shall use the corresponding phrase "except for the possible effects of the matter(s) ..." for 

the modified opinion. 

Adverse Opinion 

When the auditor expresses adverse opinion, the auditor shall state that, in the auditor's opinion, because of the significance of the matter(s) described in the Basis 

for Adverse Opinion section, 

(a) When reporting in accordance with a fair presentation framework, the accompanying financial statements do not present fairly (or give a true and fair view of) 

[...] in accordance with [the applicable financial reporting framework]; or 

(b) When reporting in accordance with a compliance framework, the accompanying financial statements have not been prepared, in all material respects, in 

accordance with [the applicable financial reporting framework]. 

Disclaimer of Opinion 

When the auditor disclaims an opinion due to an inability to obtain SAAE, the auditor shall: 

(a) State that the auditor does not express an opinion on the accompanying FS; 

(b) State that, because of the significance of the matter(s) described in the Basis for Disclaimer of Opinion section, the auditor has not been able to obtain SAAE 

to provide a basis for an audit opinion on the FS; and 

(c) Amend the statement required by SA 700 (Revised), which indicates that the FS have been audited, to state that the auditor was engaged to audit the FS. 

 

 

 



 

  CA Inter with CA Himanshu  

 

 

 

 

SA 705 – Modification to the Opinion in the Independent Auditor’s Report 

BASIS FOR OPINION 

When the auditor modifies the opinion on the financial statements, the auditor shall, in addition to the specific elements required by SA 700 (Revised): 

Amend the heading "Basis for Opinion" required by SA 700 (Revised) to "Basis for Qualified Opinion," "Basis for Adverse Opinion," or "Basis for Disclaimer of Opinion," 

as appropriate; and 

Within this section, include a description of the matter giving rise to the modification. 

⧫ If there is a material misstatement of the FS that relates to specific amounts in the FS (including quantitative disclosures in the notes to the FS), the auditor 

shall include in the Basis for Opinion section a description and quantification of the financial effects of the misstatement, unless impracticable. 

⧫ If it is not practicable to quantify the financial effects, the auditor shall so state in this section. 

⧫ If there is a material misstatement of the FS that relates to narrative disclosures, the auditor shall include in the Basis for Opinion section an explanation of how 

the disclosures are misstated. 

⧫ If there is a material misstatement of the financial statements that relates to the non-disclosure of information required to be disclosed, the auditor shall: 

(a) Discuss the non-disclosure with those charged with governance; 

(b) Describe in the Basis for Opinion section the nature of the omitted information; and 

(c) Unless prohibited by law or regulation, include the omitted disclosures, provided it is practicable to do so and the auditor has obtained sufficient appropriate 

audit evidence about the omitted information. 

⧫ If the modification results from an inability to obtain SAAE, the auditor shall include in the Basis for Opinion section the reasons for that inability. 

⧫ When the auditor expresses a qualified or adverse opinion, the auditor shall amend the statement about whether the audit evidence obtained is sufficient and 

appropriate to provide a basis for the auditor's opinion required by SA 700 (Revised) to include the word "qualified" or "adverse", as appropriate. 

⧫ When the auditor disclaims an opinion on the financial statements, the auditor's report shall not include the following elements required by SA 700. 

(a) A reference to the section of the auditor's report where the auditor's responsibilities are described; and 

(b) A statement about whether the AE obtained is sufficient and appropriate to provide a basis for the auditor's opinion. 

Even if the auditor has expressed an adverse opinion or disclaimed an opinion on the financial statements, the auditor shall describe in the Basis for Opinion section the 

reasons for any other matters of which the auditor is aware that would have required a modification to the opinion, and the effects thereof 
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SA 705 – Modification to the Opinion in the Independent Auditor’s Report 

Description of Auditor’s responsibility in case of Disclaimer 

When the auditor disclaims an opinion on the financial statements due to an inability to obtain sufficient appropriate audit evidence, the auditor shall amend the 

description of the auditor’s responsibilities required by SA 700 (Revised) to include only the following: 

1. A statement that the auditor’s responsibility is to conduct an audit of the entity’s financial statements in accordance with Standards on Auditing and to issue an 

auditor’s report; 

2. A statement that, however, because of the matter(s) described in the Basis for Disclaimer of Opinion section, the auditor was not able to obtain sufficient 

appropriate audit evidence to provide a basis for an audit opinion on the financial statements; and 

3. The statement about auditor independence and other ethical responsibilities required by SA 700 (Revised). 

8) CONSIDERATION WHEN AUDITOR DISCLAIMS OPINION ON FS 

Unless required by law or regulation, when the auditor disclaims an opinion on the FS, the auditor's report shall not include a Key Audit Matters section in accordance 

with SA 701. 
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SA 706- EMPHASIS OF MATTER PARAGRAPHS AND OTHER MATTER PARAGRAPHS IN THE INDEPENDENT AUDITOR’S REPORT 

1. INTRODUCTION AND OBJECTIVE 

SA 706 deals with additional communication in the auditor's report 

when the auditor considers it necessary to: 

1. Draw users' attention to a matter or matters presented or 

disclosed in the FS that are of such importance that they are 

fundamental to users' understanding of the FS; [EOM] or 

2. Draw users' attention to any matter or matters other than those 

presented or disclosed in the FS that are relevant to user's 

understanding of the audit, the auditor's responsibilities or the 

auditor's report [OM]. 

2. EOM PARAGRAPH IN AUDITOR'S REPORT 

Auditor shall include an EOM paragraph in the auditor's report provided: 

(a) The auditor would not be required to modify the opinion in accordance with SA 705 as a 

result of the matter; and 

(b) When SA 701 applies, the matter has not been determined to be a KAM to be 

communicated in the auditor's report. 

3. SEPARATE SECTION FOR EOM PARA 

When the auditor includes an EOM paragraph in the auditor's report, the auditor shall: 

(a) Include the paragraph within a separate section of the auditor's report with an appropriate 

heading that includes the term "Emphasis of Matter"; 

(b) Include in the paragraph a clear reference to the matter being emphasized and to where 

relevant disclosures that fully describe the matter can be found in the FS. The paragraph 

shall refer only to information presented or disclosed in the FS; and 

(c) Indicate that the auditor's opinion is not modified in respect of the matter emphasized. 

Some examples of circumstances where the auditor may consider it necessary to include an 

EOM paragraph. 

• An uncertainty relating to the future outcome of exceptional litigation or regulatory 

action. 

• A significant subsequent event that occurs between the date of the FS and the date of 

the auditor's report. 

• Early application (where permitted) of a new AS that has a material effect on the FS 

• A major catastrophe that has had, or continues to have, a significant effect on the 

entity's financial position. 

5. OM PARAGRAPH IN AUDITOR'S REPORT 

Auditor shall include an OM para in the auditor's report, provided: 

(a) This is not prohibited by law or regulation; and 

(b) When SA 701 applies, the matter has not been determined to be 

a KAM to be communicated in the auditor's report. 

6. SEPARATE SECTION FOR OM PARA 

The auditor shall include the paragraph within a separate section with 

the heading "Other Matter," or other appropriate heading. 

4. An Emphasis of Matter paragraph is not a substitute for: 

1. A modified opinion in accordance with SA 705 when required by the circumstances of a specific audit engagement; 

2. Disclosures in the financial statements that the applicable financial reporting framework requires management to make, or that are otherwise necessary to achieve 

fair presentation; or 

3. Reporting in accordance with SA 570 when a material uncertainty exists relating to events or conditions that may cast significant doubt on an entity’s ability to 
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continue as a going concern. 

 

SA 710 - Comparative Information - Corresponding Figures and Comparative Financial Statements 

Definition: The amounts and disclosures included in the FS in respect of one or more prior periods in accordance with the applicable FRFW. 

Objectives: 

(a) To obtain SAAE about whether the comparative information included in the FS has been presented, in all material respects, in accordance with the requirements 

for comparative information in the applicable FRFW; and  

(b) To report in accordance with the auditor's reporting responsibilities. 

The essential audit reporting differences between the approaches are: 

(a) For Corresponding figures, the auditor's opinion on the FS refers to the current period only; whereas  

(b) For Comparative FS, the auditor's opinion refers to each period for which FS are presented 

1. Audit Procedure for Comparative Information 

The auditor shall determine whether: 

1. The comparative information agrees with the amounts and other disclosures presented in the prior period; and 

2. The accounting policies reflected in the comparative information are  

✓ consistent with those applied in the current period or,  

✓ if there have been changes in accounting policies, whether those changes have been properly accounted for and adequately presented and disclosed. 

3. If the auditor becomes aware of a possible material misstatement in the comparative information while performing the current period audit, the auditor shall 

perform such additional audit procedures as are necessary in the circumstances to obtain sufficient appropriate audit evidence to determine whether a material 

misstatement exists.  

4. If the auditor had audited the prior period’s financial statements, the auditor shall also follow the relevant requirements of SA 560. 

5. As required by SA 580, the auditor shall request written representations for all periods referred to in the auditor’s opinion.  

6. Auditor shall also obtain a specific written representation regarding any prior period item that is separately disclosed in the current year’s statement of profit and 

loss. 

Basic Procedure (1-2) + Material Misstatement (3-4) + Written Representation (5-6) 
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SA 710 - Comparative Information - Corresponding Figures and Comparative Financial Statements 

2. Audit Procedures Regarding Comparative Information – COMPARATIVE FS 

Definition: Comparative information where amounts and other disclosures for the prior period are included for comparison with the financial statements of the current 

period but, if audited, are referred to in the auditor's opinion. The level of information included in those comparative financial statements is comparable with that of 

the financial statements of the current period. 

Auditor's opinion to refer each period: When comparative FS are presented, the auditor's opinion shall refer to each period for which FS are presented and on which 

an audit opinion is expressed. 

Opinion Differs PY Opinion Not Correct PY Not Audited 

When reporting on prior period FS in connection with 

the current period's audit, if the auditor's opinion on 

such prior period FS differs from the opinion the 

auditor previously expressed: 

 the auditor shall disclose the substantive reasons 

for the different opinion in an Other Matter 

paragraph in accordance with SA 706. 

 

If the auditor concludes that a material misstatement 

exists that affects the prior period FS on which the 

predecessor auditor had previously reported without 

modification,  

 the auditor shall communicate the misstatement 

with the appropriate level of management and 

those charged with governance and request that 

the predecessor auditor be informed.  

 If the prior period financial statements are 

amended, and the predecessor auditor agrees to 

issue a new auditor's report on the amended 

financial statements of the prior period, the 

auditor shall report only on the current period. 

 

Prior Period Financial Statements Not Audited: If 

the prior period financial statements were not 

audited, the auditor shall state in an Other Matter 

paragraph that the comparative financial statements 

are unaudited.  

Such a statement does not, however, relieve the 

auditor of the requirement to obtain sufficient 

appropriate audit evidence that the opening balances 

do not contain misstatements that materially affect 

the current period's financial statements. 

Prior Period FS Audited by a Predecessor Auditor: 

If the FS of the prior period were audited by a predecessor auditor, in addition to expressing an opinion on the current period's FS, the auditor shall state in an Other 

Matter paragraph: 

(a) That the financial statements of the prior period were audited by a predecessor auditor; 

(b) The type of opinion expressed by the predecessor auditor and, if the opinion was modified, the reasons therefor; and 

(c) The date of that report, unless the predecessor auditor's report on the prior period's financial statements is revised with the financial statements. 
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SA 710 - Comparative Information - Corresponding Figures and Comparative Financial Statements 

3. Audit Procedures Regarding Comparative Information – CORRESPONDING FIGURE 

Definition: Comparative information where amounts and other disclosures for the prior period are included as an integral part of the current period financial 

statements and are intended to be read only in relation to the amounts and other disclosures relating to the current period (referred to as "current period figures"). 

The level of detail presented in the corresponding amounts and disclosures is dictated primarily by its relevance to the current period figures. 

When corresponding figures are presented, the auditor's opinion shall not refer to the corresponding figures except in the following circumstances: 

PY Modification - Unresolved PY Opinion Not Correct PY Not Audited 

If the auditor's report on the prior period, as previously issued, 

included a qualified opinion, a disclaimer of opinion, or an 

adverse opinion and the matter which gave rise to the 

modification is unresolved, the auditor shall modify the 

auditor's opinion on the current period's FS. In the Basis for 

Modification paragraph in the auditor's report, the auditor shall 

either: 

 Refer to both the current period's figures and the 

corresponding figures in the description of the matter 

giving rise to the modification when the effects or possible 

effects of the matter on the current period's figures are 

material; or 

 In other cases, explain that the audit opinion has been 

modified because of the effects or possible effects of the 

unresolved matter on the comparability of the current 

period's figures and the corresponding figures. 

If the auditor obtains audit evidence that a 

material misstatement exists in the prior period 

FS on which an unmodified opinion has been 

previously issued then: 

 The auditor shall verify whether the 

misstatement has been dealt with as required 

under the applicable FRFW and  

 If that is not the case, the auditor shall 

express a qualified opinion or an adverse 

opinion in the auditor's report on the current 

period FS, modified with respect to the 

corresponding figures included therein. 

 

Prior Period FS Not Audited: If the prior period 

FS were not audited, the auditor shall state in an 

Other Matter paragraph in the auditor's report 

that the corresponding figures are unaudited. 

Such a statement does not, however, relieve the 

auditor of the requirement to obtain SAAE that 

the opening balances do not contain 

misstatements that materially affect the current 

period's FS. 

 

Prior Period FS Audited by a Predecessor Auditor 

If the FS of the prior period were audited by a predecessor auditor and the auditor is permitted by law or regulation to refer to the predecessor auditor's report on 

the corresponding figures and decides to do so, the auditor shall state in an Other Matter paragraph in the auditor's report:  

(a) That the FS of the prior period were audited by the predecessor auditor;  

(b) The type of opinion expressed by the predecessor auditor and if the opinion was modified. the reasons therefore: and  
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(c) The date of that report 

 

 


