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Relationship between Key Audit Matters,
the Auditor’s Opinion and Other Elements
of the Auditor’s Report
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 The International Auditing and Assurance Standards Board (IAASB)
finalized its project on auditor reporting in 2015, which resulted in a set of
new and revised standards on auditor reporting as well as revised versions

of ISA, 570 Going Concern and a number of other International Stan’-“‘*"’
on Auditing (ISAs). > '
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key audit matters is not a substitute

for the auditor expressing a modified opinion

When the auditor expresses

a disclaimer of opinion

Matters

When the auditor expresses

a qualified or adverse opinion

Scope of Application Of Key Audit

Emphasis of Matter paragraphs and

Other Matter paragraphs
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Relationship between Key Audit Matters, the Auditor’s Opinion and
Other Elements of the Auditor’s Report

ISA 700 (Revised) establishes requirements and provides guidance on forming an
opinion on the financial statements.

Communicating key audit matters is not a substitute for disclosures in the financial
statements that the applicable financial reporting framework requires management
to make, or that are otherwise necessary to achieve fair presentation.

ISA 705 (Revised) addresses circumstances in which the auditor concludes that
there is a material misstatement relating to the appropriateness or adequacy of
disclosures in the financial statements

®E F B F F F 3 3 3 " F F % % ¢ ¢ F % % *» ] F F %" F & % 8% " [ S . |
. & N R B B B 0N R B B B B B R B B B B R 0B R B B B 0B R B B R B R R O
S
W

* 8 9 ¥ 9 9 * 9 * 9 9§ 9 ¥ 9§ & ¢ 9 ¥ 9 9 9" 9 9 " " e B E 9 B

o/



REFHFR, FHELEFHREFLETE X R

st ik k& & W [disclaimer of
opinion] BH itIREL, XA H
PR KT ER, T
AR o ) e =R
IR R B X S IR 7 @ b SR TR
WO ATE,

B b, Bk W )T H P B e
KEEF 1 F o




27/07/2020

Relationship between Key Audit Matters, the Auditor’s Opinion and
Other Elements of the Auditor’s Report

However, ISA 705 (Revised)
prohibits the auditor from
communicating key audit matters
when the auditor disclaims an
opinion on the financial
statements, unless such reporting
is required by law or regulation
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Relationship between Key Audit Matters, the Auditor’s Opinion and
Other Elements of the Auditor’s Report

When the auditor expresses a qualified or adverse opinion in accordance with ISA
705 (Revised), presenting the description of a matter giving rise to a modified
opinion in the Basis for Qualified (Adverse) Opinion section helps to promote
intended users” understanding and to identify such circumstances when they occur.

Separating the communication of this matter from other key audit matters
described in the Key Audit Matters section therefore gives it the appropriate
prominence in the auditor’s report.
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Relationship between Key Audit Matters, the Auditor’s Opinion and
Other Elements of the Auditor’s Report

When the auditor expresses a qualified or adverse opinion, communicating other
key audit matters would still be relevant to enhancing intended users’
understanding of the audit, and therefore the requirements to determine key audit
matters apply.

However, as an adverse opinion is expressed in circumstances when the auditor has
concluded that misstatements, individually or in the aggregate, are both material
and pervasive to the financial statements:

— Depending on the significance of the matter(s) giving rise to an adverse
opinion, the auditor may determine that no other matters are key audit ©
matters. N/
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Relationship between Key Audit Matters, the Auditor’s Opinion and
Other Elements of the Auditor’s Report =

The following illustrates the presentation in the auditor’s report if the auditor has determined there |
are no key audit matters to communicate:

Key Audit Matters

[Except for the matter described in the Basis for Qualified (Adverse) Opinion
section or Material Uncertainty Related to Going Concern section,] We have
determined that there are no [other] key audit matters to communicate in our
report.

— If one or more matters other than the matter(s) giving rise to an adverse —
opinion are determined to be key audit matters, it is particularly important that
the descriptions of such other key audit matters do not imply that the financial
statements as a whole are more credible in relation to those matters than ¥
would be appropriate in the circumstances, in view of the adverse opinion. W
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Relationship between Key Audit Matters, the Auditor’s Opinion and
Other Elements of the Auditor’s Report =

 |SA 706 (Revised) establishes mechanisms for auditors of financial statements of all
entities to include additional communication in the auditor’s report through the
use of Emphasis of Matter paragraphs and Other Matter paragraphs when the
auditor considers it necessary to do so.

* In such cases, these paragraphs are presented separately from the Key Audit
Matters section in the auditor’s report. When a matter has been determined to be
a key audit matter, the use of such paragraphs is not a substitute for the description
of the individual key audit matter. ISA 706 (Revised) provides further guidance on
the relationship between key audit matters and Emphasis of Matter paragraphs in
accordance with that ISA. N
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For further consultation, please contact:
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