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How are KAM determined?

Feel the CCS & (Co Diffencuce



e A2015%2 5, BNEFiHEARA MMB<ﬁﬁf$ﬁﬁi%¢ﬁ&
W FHAT TR A3 e, @ FFEIRF /BN %5705 [ISAS70] 54472
Fo A — 2 F FR W A2 R (ISA).

 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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What are the key enhancements to the auditor’s report?
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What are the key enhancements to the auditor’s report?

The auditor’s opinion on the financial statements is valued;
however, in the wake of the global financial crisis, many have
called for the auditor’s report to be more informative — in
particular, for auditors to provide more relevant information to
users based on the audit that was performed.

The new and revised Auditor Reporting standards and related
conforming amendments respond to that call
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What are the key enhancements to the auditor’s report?
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What are the key enhancements to the auditor’s report?

Key enhancements

Mandatory for audits of financial statements of listed entities, voluntary application for
entities other than listed entities:

New section to communicate key audit matters (KAM). KAM are those matters that,
in the auditor’s judgment, were of most significance in the audit of the current-
period financial statements.

Disclosure of the name of the engagement partner.
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How are KAM determined?
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How are KAM determined?

Purpose

The purpose of communicating KAM is to enhance the communicative value of the
auditor’s report by providing greater transparency about the audit that was performed.
KAM provide intended users of the financial statements with additional information
about those matters that, in the auditor’s professional judgment, were of most
significance in the audit of the financial statements of the current period.

The communication of KAM may also provide intended users a basis to further engage
with management and those charged with governance.
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How are KAM determined?
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How are KAM determined?

Consistency versus relevance a) Matters communicated with those charged with
governance (TCWG)

The IAASB acknowledged the importance of B Thass aliern st ixaived winitoant A
achieving an appropriate balance between auditor attention in performing the audit /8
the need for prescription in the standard to
promote consistency in which matters are c) Those matters of most &
determined and communicated as KAM, WIS W AN

with the need to allow for auditor judgment

to ensure that the KAM communicated in

the auditor’s report are as entity-specific

and relevant as possible
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* Considerations in Determining Those Matters that Required Significant
Auditor Attention
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To enhance the communicative value of the auditor’s report

Accordingly, ISA 701 sets out a decision framework for auditors using the
communications with those charged with governance as a starting point. From the
matters communicated with those charged with governance, the auditor determines
those matters that required significant auditor attention. In fulfilling this requirement,
the auditor is always required to explicitly consider:

1) Areas of higher assessed risks of material misstatement, or significant risks
identified in accordance with ISA 315 (Revised), Identifying and Assessing the
Risks of Material Misstatement through Understanding the Entity and Its
Environment.
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To enhance the communicative value of the auditor’s report

2) Significant auditor judgments relating to areas in the financial statements that
involved significant management judgment, including accounting estimates
that have been identified as having high estimation uncertainty. Among other
things, such estimates are highly dependent on management judgment and
are often the most complex areas of the financial statements, and may require
the involvement of both a management’s expert and an auditor’s expert.

E F B B F B % % 8% p F B % R B B FE R 2 2 @B B B N B B R ™R B FEF R 12
8 R 8 & B &0 B 0B B B B B B B B B B B B B B B B B B B B i B B i B B B |
T
o EE
e ¥

* 8 9 ¥ 9 9 ¥ 9 * 9 9 9 ¥ 9§ & ¢ 9 ¥ 9 9 9 " 9 9 5" " e B e W B S S

W'/



To enhance the communicative value of the auditor’s report

3) The effect on the audit of significant events or transactions that occurred
during the year

Events or transactions that had a significant effect on the financial statements
or the audit may be areas of significant auditor attention and may be
identified as significant risks. For example, the auditor may have had extensive
discussions with management and those charged with governance at various
stages throughout the audit about the effect on the financial statements of
significant transactions with related parties or significant transactions that are —
outside the normal course of business for the entity or that otherwise appear
to be unusual.
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For further consultation, please contact:

Chin Chee Seng
Partner

+6012 365 4331
cschin@ccs-co.com

Jared Low
Assurance Manager
+6018 763 4813
jared@ccs-co.com

Wong Woei Teng
Audit Manager

+6017 237 8233
woeiteng@ccs-co.com

Vivian Lim

HR Manager
+6012 618 6220
vivian@ccs-co.com

Yap Huey Shan
Assistant Audit Manager
+6012 369 7222

hueyshan@ccs-co.com CCS & CO

© 2020 CCS. All rights reserved. Not for further distribution without the permission of CCS & Co. “CCS” refers to the network of member firms of CCS & Co. The information contained in the
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Before making any decision or taking any action, you should consult a professional adviser who has been provided with all the pertinent facts relevant to your particular situation. No
responsibility for loss occasioned to any person action or refraining from action as a result from using the information in the slides can be accepted by CCS.




