Australian Government

" Auditing and Assurance Standards Board A g e n d a

Subject: Agenda for the 81 meeting of the AUASB
Venue: TEQSA Executive Boardroom

Level 14, 530 Collins St, Melbourne

Time: Monday, 18 April 2016 from 10.00 a.m. to 5.00 p.m.
Time Agenda Item No.
10.00 a.m. 1. Introductory Comments

2. Minutes of Previous AUASB Meeting

3. Matters Arising from Previous Meetings and Action List
10.15 a.m. 4, IAASB ITC Enhancing Audit Quality — A Focus on Professional Skepticism,
Quality Control and Group Audits
11.45a.m. 5. Presentation by APRA (closed session)
12.30 p.m. Lunch
1.30 p.m. IAASB ITC (continued)
2.30 p.m. 6. Auditor Reporting — Special Purpose Reports
3.15 p.m. Break
3.30 p.m. 7. International
4.00 p.m. 8. Other Matters
4.30 p.m. 9. Corporate and Strategic Planning Matters (closed session)
5.00 p.m. Close

Note: the running order and time allocated to agenda items is subject to change prior to and during the
course of the meeting.

Auditing and Assurance Standards Board, Podium Level, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auasb.gov.au, Web site: www.auasb.gov.au
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AUASB Board Meeting Summary Paper

AGENDA ITEM NO. 4
Meeting Date: 18 April 2016
Subiject: IAASB ITC Enhancing Audit Quality — A Focus on Professional Skepticism,
Quality Control and Group Audits
Date Prepared: 8 April 2016
Action Required [ ] For Information Purposes Only

Agenda Item Obijectives

As discussed at the 22 February 2016 AUASB meeting, the IAASB last December, released its Invitation to
Comment Paper (ITC) Enhancing Audit Quality — A Focus on Professional Skepticism, Quality Control and
Group Audits, and related Overview Paper. The ITC Paper highlights the IAASB’s discussions in the three
significant topic areas and indicates potential standard-setting activities that could enhance audit quality.
The comment period for the ITC closes on 16 May 2016.

The AUASB together with CPA Australia and Chartered Accountants Australia and New Zealand (CA
ANZ), held joint roundtables with various stakeholders on 29 February (Melbourne) and 1 March

2016 (Sydney) to discuss issues raised in ITC. A summary of the main issues raised by stakeholders during
those roundtables is provided in attachment 4.3.

At the previous AUASB meeting, it was agreed that feedback from the roundtables would be used to provide
input for the AUASB’s formal submission to the IAASB and that AUASB Members would consider the
various aspects of the ITC further, including at the 18 April meeting, together with a draft submission
(attachments 4.1 and 4.2).

The views of the AUASB Members will be important to finalising the AUASB submission and we have
allowed sufficient time for this discussion at the meeting. The NZAUuASB has also recently met and
discussed its proposed draft submission, which has been provided to the AUASB Chairman and Technical
Group.

Matters to Consider

AUASB Members are requested to consider the draft AUASB submission and the matters raised in the ITC,
with a view to providing further input to enable the submission to be progressed and finalised by
16 May 2016.

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.

Auditing and Assurance Standards Board, Podium Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, E-mail: enquiries@auasb.gov.au, Web site: www.auasb.gov.au
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Material Presented

Agenda Item 4 AUASB Board Meeting Summary Paper

Agenda Item 4.1 ITC Revised draft covering AUASB letter [confidential]

Agenda Item 4.2 IAASB-ITC-revised draft AUASB detailed responses [confidential]
Agenda Item 4.3 ITC Roundtable notes-Melb & Syd [confidential]

Action Required

No. Action Item Deliverable Responsibility Due Date Status

1. Consider draft and AUASB 18 April 2016
provide further input

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.
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AGENDA ITEM NO. 6(a)
Meeting Date: 18 April 2016
Subiject: ASA 800 and ASA 805
Date Prepared: 6 April 2016
Action Required [ ] For Information Purposes Only

Agenda Item Obijectives

To consider and approve for issue, exposure drafts for revised ASA 800 and ASA 805.

Background

The IAASB issued the final revised ISA 800 and ISA 805 standards in January 2016. At the

22 February 2016 AUASB meeting, the AUASB agreed to several Australian specific amendments to the
ISAs to be incorporated into draft Australian exposure drafts. The amendments all passed the compelling
reasons test as presented to the AUASB at the 22 February 2016 meeting. For reference purposes a copy of
these amendments is included at Agenda ltem xx.

The AUASB is asked to consider and approve for issue the draft exposure drafts on ASA 800 and ASA 805.

Matters to Consider

Part A — General

The AUASB is asked to consider and approve for issue the draft EDs subject to resolution regarding the
illustrative auditor’s reports in ASA 800 and ASA 805.

Illustration 3 of ASA 800

Ilustration 3 of ASA 800 is an auditor’s report on a complete set of financial report of a listed entity
prepared in accordance with the financial reporting provisions established by a regulator (for purposes of this
illustration, a fair presentation framework).

The AUASB Technical Group held a discussion with ASIC. That discussion indicated that such a situation
would be rare, if ever in the Australian context. Accordingly, we have deleted this illustration from
ASA 800. The technical group do not consider a replacement Australian example necessary.

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.

Auditing and Assurance Standards Board, Podium Level, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auasb.gov.au, Web site: www.auasb.gov.au
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Illustration 3 of ASA 805

[lustration 3 of ASA 805 is an auditor’s report on a specific element of a financial statement of a listed
entity prepared in accordance with a special purpose framework.

AUASB input is sought as to whether such an example is necessary in the Australian context.

Part B — NZAuASB

The AUASB has liaised with the NZAuASB who have raised no particular issues on these ISAS.

Part C — “Compelling Reasons” Assessment

Considered at the 22 February 2016 AUASB meeting with no issues noted.

The proposed changes conform to IAASB modification guidelines for NSS?

AUASB Technical Group Recommendations

Approval to issue Australian Exposure drafts for ASA 800 and ASA 805. The AUASB Technical Group
suggests these exposure drafts are held over until the AUASB is ready with an exposure draft on ASA 810.
The final ISA 810 has recently been issued by the IAASB and the AUASB expects to bring a draft exposure
draft on ASA 810 to the 14 June AUASB meeting. Once the AUASB approves to issue ASA 810 as an
exposure draft, the AUASB will expose all three standards at the same time for a 30 day exposure period

Material Presented

Agenda Item 6(a)

Agenda ltem 6(a).1
Agenda ltem 6(a).2
Agenda ltem 6(a).3
Agenda Item 6(a).4
Agenda Item 6(a).5
Agenda Item 6(a).6

Agenda ltem 6(a).7

AUASB Board Meeting Summary Paper

ISA 800 and ISA 805 Issues Paper

Exposure Draft ASA 800 (Marked Up Version)
Exposure Draft ASA 800 (Clean Version)
Exposure Draft ASA 805 (Marked Up Version)
Exposure Draft ASA 805 (Clean Version)
Extant ASA 800 [electronic only]

Extant ASA 805 [electronic only]

Action Required

No. Action ltem

1. Approve the Exposure
Drafts for ASA 800
and ASA 805

Deliverable Responsibility Due Date
Approval AUASB 18 April 2016

Status
ols

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.

Page 2 of 2
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ASA 800 and ASA 805 — identification of matters for the AUASB to consider

Agenda Item 6(a).1

AUASB Meeting 18 April 2016

ASA 800 Extract Initial Suggestion Disposition

SPFR

Aus 6.1 Special purpose financial report means a complete set of financial Retain. At the 22 February
statements, including an assertion statement by those responsible for the T . 2016 AUASB
financial report, prepared in accordance with a special purpose The use of SPFRs has a long-standing significance in meeting, the
framework Australia, including use for purposes of the Act and other AUASR confirmed

' legislative/regulatory requirements (e.g. ACNC). “Special retention of this
purpose financial report” is not defined anywhere other than in paragraph
this Standard. '
Delete ISA paragraphs 6(a) and 7.
At the 25 November 2014 AUASB meeting, in the context of a
preliminary discussion around the auditor reporting project, the
AUASB decided to retain.

Aus Al.1 Extant: Retain inserted Aus Para but update. At the 22 February
The Corporations Act 2001, Australian Accounting Standards,” other The use of SPFRs has a long-standing significance in ﬁ]oele?i%UQEB
applicable law or regulation, or specific users of the financial report, Australia. The guidance brings together, and therefore AUASRB confirmed
may determine if a financial report is required to be prepared. Australian | clarifies, what can be confusing in view of the terminology retention and
Accounting Standards provide the applicable financial reportipg used and the different financial reporting frameworks. update of this
framework for determining if the entity is a “reporting entity”' or a A
“non-reporting entity” and consequently if the financial report is Arte}Pr% i%w5arN%\gggjts)giroaogr‘(l)&%?&Bal%??grn% Igrttihne Cornot%)étt Otfhg paragraph.
required to be general purpose or special purpose. For “reporting B\U ASB dgci ded to retain P g project,
entities” preparing a financial report under the Corporations Act 2001, '
the applicable framework is general purpose. For “non-reporting
entities” preparing a financial report under the Corporations Act 2001,
the applicable framework may be general purpose or special purpose.

Replace with:

The Corporations Act 2001, Australian Accounting Standards,” other

applicable law or regulation, or certain parties, may determine whether a

financial report is required to be prepared. Under the Corporations

Act 2001, financial reports are required to be prepared in accordance

with Australian Accounting Standards. Accounting Standard AASB 101
: See ASA 200, paragraph Aus 13.1.
# See, for example, Division 1 of Part 2M.3 of the Corporations Act 2001.
t See, for example, Accounting Standard AASB 101 Presentation of Financial Statements. o ) ) )
* See, for example, Glossary of Defined Terms (June 2009) or Statement of Accounting Concepts 1 Definition of the Reporting Entity (August 1990) issued by the AASB.
# See, for example, Division 1 of Part 2M.3 of the Corporations Act 2001.

See, for example, Accounting Standard AASB 101 Presentation of Financial Statements.

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB, and does not necessarily reflect the final decisions of the AUASB. No
responsibility is taken for the results of actions or omissions to act on the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.
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ASA 800 Extract Initial Suggestion Disposition

SPFR
Presentation of Financial Statements defines a reporting entity and
general purpose financial statements. Accounting Standard AASB 1054
Australian Additional Disclosures defines special purpose financial
statements. Australian Accounting Standards set out requirements for
general purpose financial statements. “Reporting entities” are required
to prepare general purpose financial statements. ‘“Non-reporting
entities” may prepare general purpose financial statements or apply a
special purpose framework for their financial reporting.

Aus A9.1 ASA 200 requires the auditor to comply with (a) relevant ethical Retain. At the 22 February
requirements, including those pertaining to independence, relating to . . . 2016 AUASB
financial report audit engagements, and (b) all Australian Auditing (@) tEhtPolﬁs ﬁfgg%rldgzsflt outside of the ASAs, however come | paeting 'the
Standards relevant to the audit. It also requires the auditor to comply 9 ' AUASB confirmed
with each requirement of an Australian Auditing Standard unless, inthe | (b) Materiality concept — introduced by the AUASB from the | retention of this
C|rcrl]Jmstan_ces of the audit, Ithe entlire Auditing Stargj(_jqrd |? no(tj r(ra]levant first set of enforceable Australian Standards; and paragraph.
or the requirement is not relevant because it is conditional and the . ) . .
condition does not exist; or application of the requirement(s) would ©) Conmstgnt with the ASA 200b|nsert ('°F1U5|23:1|) which
relate to classes of transactions, account balances or disclosures that the was, an remar:ns, neges(sjary ecausbet ef AN dat"ée "
auditor has determined are immaterial. In rare and exceptional instruments (the stanl ards) cannﬁ)t ehen orcef where the
circumstances, when there are factors outside the auditor’s control that requ‘lreml(le ntis not f elevant 10 rhW en there ?lre actors 6
prevent the auditor from complying with a requirement, the auditor OutSK}e the a‘?‘}]‘tor s control that prevent the auditor from
where possible, performs appropriate alternative audit procedures. complying with a requirement.

Delete ISA para A9.
At the 25 November 2014 AUASB meeting, in the context of a
preliminary discussion around the auditor reporting project, the
AUASB decided to retain.
Appendix 1 | An auditor’s report on a financial report prepared by a non-reporting Retain but update — refer Agenda ltem 6.8a for example of At the 22 February
[lustration | entity under the Corporations Act 2001 (for purposes of this illustration, | updated report. 2016 AUASB
4 afair presentation framework). At the 25 November 2014 AUASB meeting, in the context of a EEJGRQQB (nglfirmed
preliminary discussion around the auditor reporting project, the retention of
AUASB decided to retain. Australian
examples and
approved draft
examples
presented.

Appendix 1 | An auditor’s report on a financial report prepared by a not-for-profit Retain but update — refer Agenda Item 6.8b for example of At the 22 February

Illustration | incorporated association in accordance with the financial reporting updated report. 2016 AUASB
5 provisions of the Applicable State Act (for purposes of this illustration, a meeting, the

At the 25 November 2014 AUASB meeting, in the context of a

2
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ASA 800 Extract Initial Suggestion Disposition

SPFR
fair presentation framework). preliminary discussion around the auditor reporting project, the | AUASB confirmed

AUASB decided to retain. retention of
Australian
examples and
approved draft
examples
presented.

*kxk

ASA 805 Extract Initial Suggestion Disposition

Single

Financial

Statement

Aus A2.1 ASA 200 d_eﬁnelg ﬁhe term I“ff_inanc_iall _st'%ltemen_ts” as aI s‘:jr_uctlar_edl Remove. At the 22
representation of historical financial information, including disclosures, - . . . February 2016
intended to communicate an entity’s economic resources or obligations ISA 200 definition of financial statements is the same as AU ASBymeeting
at a point in time or the changes therein for a period of time in Rev&s%d ASA 200 para 13f definition. Aus para no longer the AUASB
accordance with a financial reporting framework. The term “financial needed. confirmed
statements” ordinarily refers to a complete set of financial statements as | At the 25 November 2014 AUASB Meeting, in the context of a deletion of thi
determined by the requirements of the applicable financial reporting preliminary discussion around the auditor reporting project, the | S cron ﬁ 1S
framework but can also refer to a single financial statement. Disclosures | AUASB agreed to abolish the requirement. paragrapn.
comprise explanatory or descriptive information, set out as required,
expressly permitted or otherwise allowed by the applicable financial
reporting framework, on the face of a financial statement, or in the
notes, or incorporated therein by cross-reference 11. As noted in.
paragraph 6(c), reference to a single financial statement or specific
element of a financial statement includes the related disclosures.

Aus A5.1 ASA 200 requiresI tGe audhitor to comply with éa) relgvant ethlicql Retain. At the 22
requirements, including those pertaining to independence, relating to . . . February 2016
financial report audit engagements, and (b) all Australian Auditing (@) Ethics Standards sit outside of the ASAs, however come | | ASBymeeting
Staﬂdardﬁ relevant to th% audit. It allso reqlélres thée auglt(()jr tolcomplyh through ASA 102; the AUASB
with each requirement of an Australian Auditing Standard unless, in the e s :
circumstances of the audit, the entire Auditing Standard is not relevant | () }\./Iate“?“}y c?nceptbl IrXFO?U(i(_Ed bSX[thg AéJAS% from the cotnfltr_med fihi
or the requirement is not relevant because it is conditional and the IrStSEL o entorceable Australian standards, an retention ot this
condition does not exist, or application of the requirement(s) would paragraph.

relate to classes of transactions, account balances or disclosures that the
auditor has determined are immaterial. In rare and exceptional
circumstances, when there are factors outside the auditor’s control that
prevent the auditor from complying with a requirement, the auditor,

(c) Consistent with the ASA 200 insert (Aus 23.1) which
was, and remains, necessary because the legislative
instruments (the standards) cannot be enforced where the
requirement is not relevant or when there are factors
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ASA 805
Single
Financial
Statement

Extract

Initial Suggestion

Disposition

where possible, performs appropriate alternative audit procedures.

outside the auditor’s control that prevent the auditor from
complying with a requirement.

At the 25 November 2014 AUASB meeting, in the context of a
preliminary discussion around the auditor reporting project, the
AUASB decided to retain.

Delete ISA para Ab.

Note — audits under this standard require compliance with all
relevant standards, hence the same link as in ASA 800.
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EXPOSURE DRAFT ED 01/16
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Proposed Auditing Standard ASA 800
Special Considerations—Audits of
Financial Statements Prepared in
Accordance with Special Purpose
Frameworks

Issued for Comment by the Auditing and Assurance Standards Board

DISCLAIMER

This document contains draft proposals to be considered at a meeting of the AUASB, and
does not necessarily reflect the final decisions and/or proposals to be contained in a
published Exposure Draft or Auditing Standard. No responsibility is taken by the AUASB
for the results of reliance, actions or omissions to act on the basis of any information
contained in this document (including appendices), or for any errors or omissions in it.
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Commenting on this Exposure Draft

Comments on this Exposure Draft should be received by no later than 31 May 2016. Comments
should be addressed to:

The Chairman

Auditing and Assurance Standards Board
PO Box 204, Collins Street West
Melbourne Victoria 8007 AUSTRALIA

Formal Submissions

Submissions should be lodged online via the “Work in Progress-Open forComment” page of the
Auditing and Assurance Standards Board (AUASB) website
(www.auasb.gov.au/Work-In-Progress/Open-for-comment.aspx) as a PDF document and Word
document.

A copy of all non-confidential submissions will be placed on public record on the AUASB website:
www.auash.gov.au

Obtaining a Copy of this. Exposure Draft
This Exposure Draftis available on the AUASB website: www.auasb.gov.au

Contact Details

Auditing and Assurance Standards Board Phone: (03) 8080 7400

Podium Level 14, 530 Collins Street E-mail: enquiries@auasb.gov.au
Melbourne Victoria 3000

AUSTRALIA Postal Address:

PO Box 204, Collins Street West
Melbourne Victoria 8007
AUSTRALIA

COPYRIGHT

© 2016 Auditing and Assurance Standards Board (AUASB). The text, graphics and layout of this Exposure Draft are
protected by Australian copyright law and the comparable law of other countries. Reproduction within Australia in unaltered
form (retaining this notice) is permitted for personal and non-commercial use subject to the inclusion of an acknowledgment
of the source as being the AUASB.

Requests and enquiries concerning reproduction and rights for commercial purposes should be addressed to the Executive
Director, Auditing and Assurance Standards Board, PO Box 204, Collins Street West, Melbourne, Victoria 8007 or sent to
enquiries@auasb.gov.au. Otherwise, no part of this Exposure Draft may be reproduced, stored or transmitted in any form or
by any means without the prior written permission of the AUASB except as permitted by law.

ISSN 1030-603X
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Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

PREFACE

Reasons for Issuing ED 01/16

The AUASB issues Exposure Draft ED 01/16 of proposed Auditing Standard ASA 800Special
Considerations—Audits of Financial Statements Prepared in Accordance with Special Purpose
Frameworks pursuant to the requirements of the legislative provisions and the Strategic Direction
explained below.

The AUASB is an independent statutory committee of the Australian Government established under
section 227A of the Australian Securities and Investments Commission Act 2001, as amended
(ASIC Act). Under section 336 of the Corporations Act 2001, the AUASB may make Auditing
Standards for the purposes of the corporations legislation. These Auditing Standards.are legislative
instruments under the Legislative Instruments Act 2003.

Under the Strategic Direction given to the AUASB by the Financial Reporting Council (FRC), the
AUASB is required, inter alia, to develop auditing standards that have a clear public interest focus and
are of the highest quality.

Main Proposals

This proposed Auditing Standard establishes requirements and provides application and other
explanatory material regarding <TypeHere>

This proposed Auditing Standard represents the Australian equivalent of revised ISA Error!
Reference source not found. Special Considerations—Audits of Financial Statements Prepared in
Accordance with Special Purpose Frameworks and will replace the current ASA 800 issued by the
AUASB in Error! Reference source not found. (as amended).

This proposed Auditing Standard contains differences from the revised ISA 800Error! Reference
source not found., which have been made to accord with the Australian legislative environment and
to maintain audit quality where the AUASB has considered there are compelling reasons to do so.

Proposed Operative Date

It is intended that this proposed Auditing Standard will be operative for financial reporting periods
commencing on or after 15 December 2016.

Request for Comments

Comments are invited on this Exposure Draft of the proposed re-issuance of ASA 800 Special
Considerations—Audits of Financial Statements Prepared in Accordance with Special Purpose
Frameworks by no later than 31 May 2016. The AUASB is seeking comments from respondents on
the following questions:

1. Have applicable laws and regulations been appropriately addressed in the proposed standard?

2. Avre there any laws or regulations that may, or do, prevent or impede the application of the
proposed standard, or may conflict with the proposed standard?

3. What, if any, are the additional significant costs to/benefits for auditors and the business
community arising from compliance with the main changes to the requirements of this
proposed standard? If there are significant costs, do these outweigh the benefits to the users of
audit services?

ED 01/16 -4 - EXPOSURE DRAFT



Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special

Purpose Frameworks

4. Avre there any other significant public interest matters that constituents wish to raise?

The AUASB prefers that respondents express a clear opinion on whether the proposed Auditing
Standard, as a whole, is supported and that this opinion be supplemented by detailed comments,
whether supportive or critical, on the above matters. The AUASB regards both supportive and critical
comments as essential to a balanced review of the proposed Auditing Standard.

ED 01/16 -5- EXPOSURE DRAFT



Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special

Purpose Frameworks

AUTHORITY STATEMENT

The Auditing and Assurance Standards Board (AUASB) makes this Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks pursuant to section 227B of the Australian Securities and Investments
Commission Act 2001 and section 336 of the Corporations Act 2001.

This Auditing Standard is to be read in conjunction with ASA 101 Preamble to Australian
Auditing Standards, which sets out the intentions of the AUASB on how the Australian Auditing
Standards, operative for financial reporting periods commencing on or after 1 January 2010, are
to be understood, interpreted and applied. This Auditing Standard is to be read also in
conjunction with ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Australian Auditing Standards.

ED 01/16 -6- EXPOSURE DRAFT



Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special

Purpose Frameworks

Conformity with International Standards on Auditing

This Auditing Standard has been made for Australian legislative purposes and accordingly there is no
equivalent International Standard on Auditing (ISA) issued by the International Auditing and
Assurance Standards Board (IAASB), an independent standard-setting board of the International
Federation of Accountants (IFAC).

ED 01/16 -7- EXPOSURE DRAFT



AUDITING STANDARD ASA 800

Special Considerations—Audits of Financial Statements Prepared in
Accordance with Special Purpose Frameworks
Application
Aus 0.1 This Auditing Standard applies to:

@) an audit of a financial report for a financial year, or an audit of a financial
report for a half-year, in accordance with the Corporations Act 2001; and

(b) an audit of a financial report, or a complete set of financial statements, for any
other purpose.

Aus 0.2 This Auditing Standard also applies, as appropriate, to an‘audit of other historical
financial information.

Operative Date

Aus 0.3 This Auditing Standard is operative for financial reporting periods commencing on or
after 15 December 2016.

Introduction
Scope of this Auditing Standard

1. The Australian Standards on Auditing {ASAs)-in the 100-700 series apply to an audit of a
financial report. This ASA-Auditing Standard deals with special considerations in the
application of those ASAs-Australian Auditing Standards to an audit of financial report
prepared in accordance with a special purpose framework.

2. This ASA-Auditing Standard is written in the context of a eemplreteseeeﬁfman(:lal report
prepared in accordance with a special purpose framework. ASA 805-(Revised)' deals with
special considerations relevant to an audit of a single financial statement or of a specific
element, account or item of a financial statement.

3. This ASA-Auditing Standard does not override the requirements of the other ASAsAuditing
Standards; nor does it purport to deal with all special considerations that may be relevant in
the circumstances of the engagement.

Effective Date

4.
lé—Deeemleer—zgie—[Deleted by the AUASB Refer Aus 0 3]
Objective
5. The objective of the auditor, when applying ASAs-Australian Auditing Standards in an audit

of a financial report prepared in accordance with a special purpose framework, is to address
appropriately the special considerations that are relevant to:

@ The acceptance of the engagement;

1 ASA 805 {Revised)-Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a

Financial Statement

ED 01/16 -8- EXPOSURE DRAFT



Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

(b) The planning and performance of that engagement; and
(© Forming an opinion and reporting on the financial report.
Definitions

6. For purposes of the ASAsAustralian Auditing Standards, the following terms have the
meanings attributed below:

@) [Deleted bv the AUASB Refer Aus 6. 1]Speerakpu¥pese4+naneiakmpe¥t—Fmaﬂeial

(b) Special purpose framework — A financial reporting framework designed to meet the
financial information needs of specific users. The financial reporting framework may
be a fair presentation framework or a compliance framework.? (Ref: Para. A1-A4)

&) Aus 6.1 Special purpose financial report means a complete.sét’of financial statements”,
including an assertion statement by those responsibledor the financial report, prepared
in accordance with a special purpose framework. (Ref: Para. A1-A4)

%desu;e&[Deleted by the AUASB Refer Aus 6 l]

Requirements

Considerations When Accepting the Engagement

Acceptability of the Financial Reporting Framework

8. ASA 210 requires the auditor to determine the acceptability of the financial reporting
framework applied in the preparation of the financial report.® In an audit of a special purpose
financial report, the auditor shall obtain an understanding of: (Ref: Para. A5-A8)
@ The purpose for which the financial report are-is prepared;
(b) The intended users; and

(©) The steps taken by management to determine that the applicable financial reporting
framework is acceptable in the circumstances.

Considerations When Planning and Performing the Audit

9. ASA 200 requwes the auditor to comply with all ASAs-Australian Auditing Standards relevant
to the audit. In planning and performing an audit of a special purpose financial report, the
auditor shall determine whether application of the Australian Auditing StandardsASAs
requires special consideration in the circumstances of the engagement. (Ref: Para. A9-A12)

10. ASA 315 {Revised)-requires the audltor to obtain an understanding of the entity’s selection
and application of accounting policies.’ In the case of a financial report prepared in

ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on
Auditing, paragraph 13(a).

ASA 200, paragraph Aus 13.1.

ASA 210 Agreeing the Terms of Audit Engagements, paragraph 6(a).

See ASA 200, paragraph 18.

ASA 315-(Rewised), Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its
Environment, paragraph 11(c).

(2 I NI U
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Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

accordance with the provisions of a contract, the auditor shall obtain an understanding of any
significant interpretations of the contract that management made in the preparation of these
that financial report. An interpretation is significant when adoption of another reasonable
interpretation would have produced a material difference in the information presented in the
financial report.

Forming an Opinion and Reporting Considerations

11. When forming an opinion and reporting on a sgeual purpose financial report, the auditor shall
apply the requirements in ASA 700-(Revised).” (Ref: Para. A13-A19)

Description of the Applicable Financial Reporting Framework

12. ASA 700 requires the auditor to evaluate whether the flnanC|aI report adequately refers to or
describes the applicable financial reporting framework.” In the case of a financial report
prepared in accordance with the provisions of a contract, the auditor shall evaluate whether the
financial report adequately describes any significant interpretations of the contract on which
the financial report are-is based.

13. ASA 700-(Revised} deals with the form and content of the auditor’s report, including the
specific ordering for certain elements. In the case oflan auditor’s report on a special purpose
financial report:

@ The-auditor’s report shall‘also describe the purpose for which the financial report are
iS prepared and, if necessary, the intended users; or refer to a note in the special
purpose financial report that contains that information; and

(b) If management has a choice of financial reporting frameworks in the preparation of
| such a financial report, the explanation of management’s® responsibility for the
financial report shall also'make reference to its responsibility for determining that the
applicable financial reporting framework is acceptable in the circumstances.

| Alerting Readers that the Financial report Are-is Prepared in Accordance with a Special Purpose
Framework

‘ 14. The auditor’s report on special purpose financial report shall include an Emphasis of Matter
paragraph alerting users of the auditor’s report that the financial report are-is prepared in
accordance with a special purpose framework and that, as a result, the financial report may not
‘ be suitable for another purpose. (Ref: Para. A1420-A1521)

* k% %

& ASA 700 {Revised)-Forming an Opinion and Reporting on Financial Statements.
7 See ASA 700-(Revised), paragraph 15.
& Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.
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Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

Application and Other Explanatory Material
Definition of Special Purpose Framework (Ref: Para: 6)
Al.  Examples of special purpose frameworks are:

| o A tax basis of accounting for a set-ef-financial report that aceempany-accompanies an

entity’s tax return;

| o The cash receipts and disbursements basis of accounting for cash flow information
that an entity may be requested to prepare for creditors;

| ) The financial reporting provisions established by a regulator-to-meet the requirements
of that regulator; or

| o The financial reporting provisions of a contract, such as a bond.indenture, a loan
agreement, or a project grant.

Aus Al.1 The Corporations Act 2001,” Australian Accounting Standards,” other
applicable law or requlation, or certain partieShmay determine whether a financial
report is required to be prepared. Under the Corporations Act 2001, financial reports
are required to_be prepared in agéordance with Australian Accounting Standards.
Accounting'Standard AASB 101 Presentation of Financial Statements defines a
reperting entity and genefal purpose financial statements.” Accounting Standard
AASB 1054 Australian Additional Disclosures defifies special purpose financial
statements. Australian Accounting Standards set out requirements for general purpose
finaneial statements. ‘‘Reporting entities” are required to prepare general purpose
financial statements. ‘“Non-reporting entities” may prepare general purpose financial
statements or apply a special purpose framework for their financial reporting.

A2.  There may be circumstances where a special purpose framework is based on a financial
reporting framework established by an authorised or recognised standards setting organisation
or by law or regulation, but does not comply with all the requirements of that framework. An

| example.is a contract that requires a financial report to be prepared in accordance with most,
but not all, of the Financial Reporting Standards of Jurisdiction X. When this is acceptable in
the circumstances of the engagement, it is inappropriate for the description of the applicable
financial reporting framework in the special purpose financial report to imply full compliance
with the financial reporting framework established by the authorised or recognised standards
setting organisation or by law or regulation. In the above example of the contract, the
description of the applicable financial reporting framework may refer to the financial reporting
provisions of the contract, rather than make any reference to the Financial Reporting Standards
of Jurisdiction X.

A3. In the circumstances described in paragraph A2, the special purpose framework may not be a
fair presentation framework even if the financial reporting framework on which it is based is a
fair presentation framework. This is because the special purpose framework may not comply
with all the requirements of the financial reporting framework established by the authorised or
recognised standards setting organisation or by law or regulation that are necessary to achieve
fair presentation of the financial report.

‘ A4.  FEinaneial-A financial report prepared in accordance with a special purpose framework may be
the only financial report an entity prepares. In such circumstances, these-that financial report
may be used by users other than those for whom the financial reporting framework is
designed. Despite the broad distribution of the financial report in those circumstances, the

| financial report are-is still considered to be a special purpose financial report for purposes of

See, for example, Division 1 of Part 2M.3 of the Corporations Act 2001.
See, for example, Accounting Standard AASB 101 Presentation of Financial Statements.
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the Australian Auditing StandardsASAs. The requirements in paragraphs 13-14 are designed
to avoid misunderstandings about the purpose for which the financial report are-is prepared.

Disclosures comprise explanatory or descriptive information, set out as required, expressly

permitted or otherwise allowed by the applicable financial reporting framework on the face of

a financial report, or in the notes, or incorporated therein by cross-reference.’
Considerations When Accepting the Engagement
Acceptability of the Financial Reporting Framework (Ref: Para. 8)
A5, In the case of a special purpose financial report, the financial information needs of the

intended users are a key factor in determining the acceptability of the financial reporting
framework applied in the preparation of the financial report.

A6.  The applicable financial reporting framework may encompass the financial reporting standards
established by an organisation that is authorised or recognised to promulgate standards for a
special purpose financial report. In that case, those standards will be presumed acceptable for

that purpose if the organisation follows an established and transparent process involving
deliberation and consideration of the views of relevant stakeholders. In some jurisdictions,

law or regulation may prescribe the financial reporting framework to be used by management

in the preparation of a special purpose financial report for a certain type of entity. For

example, a regulator may. establish financial reporting provisions to meet the requirements of

that regulator. Inthe absence of indications to the'contrary, such a financial reporting
framework.is presumed acceptable for a special purpose financial report prepared by such
entity.

A7.  Where the financial reporting standards referred to in paragraph A6 are supplemented by

legislative or regulatory requirements, ASA 210 requires the auditor to determine whether any
conflicts between the financial reporting standards and the addltlonal requirements exist, and

prescribes actions to be taken by the auditor if such conflicts exist.*

A8.  The applicable financial reporting framework may encompass the financial reporting
provisions of a contract, or sources other than those described in paragraphs A6 and A7. In
that case,-the acceptability of the financial reporting framework in the circumstances of the

engagement is determined by considering whether the framework exhibits attributes normally

exhibited by acceptable financial reporting frameworks as described in Appendix 2 of

ASA 210. In the case of a special purpose framework, the relative importance to a particular

engagement of each of the attributes normally exhibited by acceptable financial reporting

frameworks is a matter of professional judgement. For example, for purposes of establishing

the value of net assets of an entity at the date of its sale, the vendor and the purchaser may
have agreed that very prudent estimates of allowances for uncollectible accounts receivable
are appropriate for their needs, even though such financial information is not neutral when
compared with financial information prepared in accordance with a general purpose
framework.

Considerations When Planning and Performing the Audit (Ref: Para. 9)

See ASA 200, paragraph 13(f).
10 See ASA 210, paragraph 18.

ED 01/16 -12 - EXPOSURE DRAFT



Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

Fequmen{[Deleted bv the AUASB Refer Aus A9 1]

A9 Aus A9.1 ASA 200 requires the auditor to comply with (a) relevant ethical
requirements, including those pertaining to independence, relating to financial report
audit engagements, and (b) all Australian Auditing Standards relevant to the audit. It
also requires the auditor to comply with each requirement of an Australian Auditing
Standard unless, in the circumstances of the audit, the entire Auditing Standard is not
relevant or the requirement is not relevant because it is conditional and the condition
does not exist; or application of the requirement(s) would relate to classes of
transactions, account balances or disclosures that the auditor has determined are
immaterial. In rare and exceptional circumstances, when there are factors outside the
auditor’s control that prevent the auditor from complying wath'a requiremgnt, the
auditor where possible, performs appropriate alternative audit'procedures.

Al10. Application of some of the requirements of the ASAs-Auditing Standards in an audit of a
special purpose financial report may require special consideration.by the auditor. For
example, in ASA 320, judgements about matters that are material to users of the financial
report are based on a consideration of the common financial information needs of users as a
group.’ In the case of an audit of a special purpose financial report, however, those
judgements are based on a consideration of the financial information needs of the intended
users.

All. Inthe caseof a special purpose financial report, such as those prepared in accordance with the
requirements of a contract, management may agree with'the intended users on a threshold
below which misstatements identified during the audit will not be corrected or otherwise
adjusted. The existence of such a threshold does not relieve the auditor from the requirement
to determine materiality in accordance with ASA 320 for purposes of planning and performing
the audit of the special purpose financial report.

Al2. ASA 260 (Revised)-requires the auditor to determine the a Pproprlate person(s) within the
entity’s governance structure with whom to communicate.™ ASA 260-(Revised) notes that, in
some cases, all of those charged governance are involved in managing the entity, and the
application of the communication requirements is modified to recognise this position.** When
a general purpose financial report is also prepared by the entity, those person(s) responsible
for the oversight of the preparation of the special purpose financial report may not be the same
as those charged with governance responsible for the oversight of the preparation of these-that
general purpose financial report.

Forming an Opinion and Reporting Considerations (Ref: Para. 11)

Al3. The Appendix to this ASA-Auditing Standard contains illustrations of independent auditor-’s’
reports on a special purpose financial report. Other illustrations of auditor’s reports may be
relevant to reporting on a special purpose fmanual report (see for example, the Appendices to
ASA 700-(Revised), ASA 705-{Revised),® ASA 570-{Revised),'® ASA 720-(Revised), and
ASA 706-{Revised))."

Application of ASA 700-(Revised) When Reporting on a Special Purpose Financial report

Al4. Paragraph 11 of this ASA-Auditing Standard explains that the auditor is required to apply
ASA 700 {Revised}-when forming an opinion and reporting on a special purpose financial

11
" See ASA 200, paragraphs 14, 18 and Aus 23.1.

ASA 320 Materiality in Planning and Performing an Audit, paragraph 2.

¥ ASA 260-Revised) Communication with Those Charged with Governance.

1 ASA 260-Revised), paragraph A8.

15 ASA 705-(Revised), Modifications to the Opinion in the Independent Auditor’s Report.

6 ASA 570-Revised), Going Concern.

Y ASA 706-{Revised) Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report.

12
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report. In doing so, the auditor is also required to apply the reporting requirements in other
ASAs-Auditing Standards and may find the special considerations addressed in
paragraphs A15-A19 below helpful.

Going Concern

Al15. Special-A special purpose financial report may or may not be prepared in accordance with a
financial reporting framework for which the going concern basis of accounting is relevant
(e.g., the going concern basis of accountlng is not relevant for some financial report prepared
on a tax basis in particular jurisdictions). ¥"Depending on the applicable financial reporting
framework used in the preparation of the special purpose financial report, the description in
the auditor’s report of management’s respons1b111tles1 relating to going concern may need to
be adapted as necessary. The description in the auditor’s report of the auditor’s
responsibilities” may also need to be adapted as necessary depending on how ASA 570
{Revised) applies in the circumstances of the engagement.

Key Audit Matters

Al6. ASA 700 requires the auditor to communicate key audit matters in accordance with
ASA 701% for audits of completesets-ofa general-purpose financial report of listed entities.
For audits of a special purpose financial report; ASA 701 only applies when.communication of
key audit matters in the-auditor’s reporton the special purpose financial report is required by
law or regulation-or the auditor otherwise decides:to communicate key audit matters. When
key audit matters are communicated in the auditor’s report on a special purpose financial
report, ASA 701 applies in its entirety.?

Other Information

Al17. ASA 720-{Revised)”® deals with the auditor’s responsibilities relating to other information. In
the context of this ASAAuditing Standard, reports containing or accompanying the special
purpose financial report—the purpose of which is to provide owners (or similar stakeholders)
with information on‘matters presented in the special purpose financial report—are considered
to be annual reports for the purpose of ASA 720-(Revised}. In the case of a financial report
prepared.using a special purpose framework, the term “similar stakeholders™ includes the
specific users whose financial information needs are met by the design of the special purpose
framework used to prepare the special purpose financial report. When the auditor determines
that the entity plans to issue such a report, the requirements in ASA 720-(Revised} apply to the
audit of the special purpose financial report.

Name of the Engagement Partner

Al8. The requirement in ASA 700-(Reviseg) for the auditor to include the name of the engagement
partner in the aud1tor s report also applies to audits of a special purpose financial report of
listed entities.** The auditor may be required by law or regulation to include the name of the
engagement partner in the auditor’s report or may otherwise decide to do so when reporting on
a special purpose financial report of entities other than listed entities.

Inclusion of a Reference to the Auditor’s Report on the General purpose financial report

A19. The auditor may deem it appropriate to refer, in an Other Matter paragraph in the auditor’s
report on the special purpose financial report, to the auditor’s report on the general purpose

8 ASA 570+Revised), Going Concern, paragraph 2.

19" See ASA 700-(Revised), paragraphs 34(b) and A48.

20 gee ASA 700-(Revised), paragraph 39(b)(iv).

2L ASA 701 Communicating Key Audit Matters in the Independent Auditor’s Report.
22 See ASA 700-(Revised), paragraph 31.

2 ASA 720+Revised) The Auditor’s Responsibilities Relating to Other Information.
2 See ASA 700-(Revised), paragraphs 45 and A56-A58.
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financial report or to matter(s) reported therein (see ASA 706-(Revised)).”® For example, the
auditor may consider it appropriate to refer in the auditor’s report on the special purpose
financial report to a Material Uncertainty Related to Going Concern section included in the
auditor’s report on the general purpose financial report.

Alerting Readers that the Financial report Are-is Prepared in Accordance with a Special Purpose
Framework (Ref: Para. 14)

A20.

The special purpose financial report may be used for purposes other than those for which they
were intended. For example, a regulator may require certain entities to place the special
purpose financial report on public record. To avoid misunderstandings, the auditor alerts users
of the auditor’s report by including an Emphasis of Matter paragraph explaining that the
financial report are-is prepared in accordance with a special purpose framework and, therefore,
may not be suitable for another purpose. ASA 706-(Revised) requires this paragraph to be
included within a separate section of the auditor’s report with an appropriate-heading that
includes the term “Empbhasis of Matter”.®

Restriction on Distribution or Use (Ref: Para. 14)

A21.

In addition to the alert required by paragraph 14, the auditor may consider it appropriate to
indicate that the auditor’s report is intended solely for the specific users. Depending on the
law or regulation of the particular jurisdiction, this may be achieved by restricting the
distribution or use of the auditor’s report. In these circumstances, the paragraph referred to in
paragraph. 14 may be expanded to include these other matters, and the heading modified
accordingly (see illustrations in the Appendix to this ASAAUditing Standard).

% See ASA 706-(Revised), paragraphs 10-11.
% See ASA 706-{Revised), paragraph 9(a).
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Appendix 1
(Ref: Para.A14-)

Illustrations of Independent Auditor’s” Reports on a Special Purpose Financial
repoertReport

Illustration 1: An auditor’s report on a eemplete-set-ef-financial report of an entity other than a listed
entity prepared in accordance with the financial reporting provisions of a contract (for purposes of this
illustration, a compliance framework).

Illustration 2: An auditor’s report on a eemplete-set-ef-financial report of an-entity other than a listed
entity prepared in accordance with the tax basis of accounting in Jurisdiction X (for purposes of this
illustration, a compliance framework).

[Aus] Illustration 4: An auditor’s report on a financialdeport prepared by a non-reperting entity under
the Corporations Act 2001 (forpuiposes of thisdllustrationga fair presentation framework).

[Aus] [llustration 5#An auditor’s report 6n a financial #€port preparediby a not-for-profit incorporated
association in accordance with the financial reporting‘provisions of the applicable legislation (for
purposes of this illustration, a fair presentation framewoxk).
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Illustration 1: An auditor’s report on a complete-set-of-financial report of an entity other than a listed
entity prepared in accordance with the financial reporting provisions of a contract (for purposes of
this illustration, a compliance framework).

) For purposes of this illustrative auditor’s report, the following circumstances are assumed:

) The financial report have-has been prepared by management of the entity in accordance with
the financial reporting provisions of a contract (that is, a special purpose framework).
Management does not have a choice of financial reporting frameworks._The financial report
is not prepared under the Corporations Act 2001.

o The applicable financial reporting framework is a compliance framework.
) An auditor’s report on the general purpose financial report was not issued:
) The terms of the audit engagement reflect the description of management’s responsibility for

the financial report in ASA 210.

o The auditor has concluded an unmodified (i.e;“clean”) opinion is appropriate based on the
audit evidence obtained.

° The relevantethical requirements that apply todhe audit are the Accounting Professional and
Ethical-Standards Board’s APES 110 Code of Ethics for' Prefessional Accountants.

) BBased on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern in accordance with ASA 570-(Revised).

o Distribution and-use of the auditor’s report are restricted.

° The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701.

) The auditor has determined that there is no other information (i.e., the requirements of
ASA 720-{Revised} do not apply).

o Those responsible for oversight of the financial reporting process differ from those

responsible for the preparation of the financial report.

) The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the financial report of ABC Company (the Company), which comprises the balance
sheet as at 31 December-, 20X1, and the income statement, statement of changes in equity and cash
flow statement for the year then ended, and notes to the financial report, including a summary of
significant accounting policies.

In our opinion, the accompanying financial report of the Company for the year ended
31 December 20X1 are-is prepared, in all material respects, in accordance with the financial reporting
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provisions of Section Z of the contract dated 1 January 20X1 between the Company and DEF
Company (“the contract”). [Opinion section positioned first as required in ASA 700-(Revised)]

Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing-tASAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial report section of our report. We are independent of the Company in accordance
with the ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110
Code of Ethics for Professional Accountants (the code) that are relevant to our audit of the financial
report in furisdietionfAustralia, and we have fulfilled our other ethical responsibilities in accordance
with these reguirementscode. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion. [The first and last sentences in this/section used to be in
the Auditor’s Responsibility section. Also, the Basis for Opinion section is positioned immediately
after the Opinion section as required in ASA 700-(Revised).]

Emphasis of Matter — Basis of Accounting and Restriction on Distribution and Use

We draw attention to Note X to the financial report, which describes the basis of accounting. The
financial report are-is prepared to assist the Company in'complying with the financial reporting
provisions of the contract referred to above. As aresult, the financial report may not be suitable for
another purpose. Our reportis intended solely for the Company and DEF Company and should not be
distributed to or used-by parties other than the Company ‘or DEF Company.” Our opinion is not
modified in respect of this matter.

ReSpOIzlgsibilitieS of Management’s®’ and Those Charged with Governance for the Financial
report

Management is responsible for the preparation of these-the financial report in accordance with the
financial reporting provisions of Section Z of the contract and for such internal control as management
determines is necessary to enable the preparation of a financial report that are-is free from material
misstatement, whether due to fraud or error.

In preparing thefinancial report, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole are-is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Australian Auditing StandardsASAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial report.

27 Qr other term that is appropriate in the context of the legal framework in the particular jurisdiction

Throughout these illustrative auditor’s reports, the terms management and those charged with governance may need to be replaced by
another term that is appropriate in the context of the legal framework in the particular jurisdiction.
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Paragraph 41(b) of ASA 700-{Revised) explains that the shaded material below can be located in an Appendix to the
auditor’s report.

Paragraph 41(c) of ASA 700-(Revised)} explains that when law, regulation or national auditing standards expressly permit,
reference can be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities,
rather than including this material in the auditor’s report, provided that the description on the website addresses, and is not
inconsistent with, the description of the auditor’s responsibilities below. \When the auditor refers to a description of the
auditor’s responsibilities on a website, the appropriate authority is The Auditing and Assurance Standards Board and the
website address is http://www.auasb.gov.au/Home.aspx

As part of an audit in accordance with ASAsAustralian Auditing Standards, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the entity’s preparation of the financial report audit in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s entity’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.;

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Signature i

[Date of the auditor’s report]

[Auditor’s address]

bate}

% This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the

effectiveness of internal control in conjunction with the audit of the financial statements.
The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Illustration 2: An auditor’s report on a complete-set-of financial report of an entity other than a listed
entity prepared in accordance with the tax basis of accounting in Jurisdiction X (for purposes of this
illustration, a compliance framework).

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

o Audit of a complete-set-ef-financial report that have-has been prepared by management of a
partnership in accordance with the tax basis of accounting in Jurisdiction X (that is, a special
purpose framework) to assist the partners in preparing their individual income tax returns.
Management does not have a choice of financial reporting frameworks. This financial report

is not prepared under the Corporations Act 2001.

) The applicable financial reporting framework is a compliance framework.

o The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

o The auditor has concluded an unmodified (i.e., “clean”) opinion is appropriate based on the
audit evidence obtained.

° The relevant ethicalaréguirements that/@pply to theaudit are the Accounting Professional and
Ethical Standafds Board’s APES(110 Code of Ethics for Professierial Accountants.

) Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern in accordance with ASA 570-(Revised).

o Distribution of the auditor’s report is restricted.

° The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701.

) The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 {Revised}-do not apply).

o Those responsible for oversight of the financial report differ from those responsible for the

preparation of the financial report.

) The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the financial report of ABC Partnership (the Partnership), which comprises the
balance sheet as at 31 December 20X1 and the income statement for the year then ended, and notes to
the financial report, including a summary of significant accounting policies.

In our opinion, the accompanying financial report of the Partnership for the year ended

31 December 20X1 are-is prepared, in all material respects, in accordance with [describe the
applicable income tax law] of Jurisdiction X. [Opinion section positioned first as required in

ASA 700-(Revised)]
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Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing-(ASAs}. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial report section of our report. We are independent of the Partnership in
accordance with the ethical requirements of the Accounting Professional and Ethical Standards
Board’s APES 110 Code of Ethics for Professional Accountants (the code) that are relevant to our
audit of the financial report injurisdiction} Australia, and we have fulfilled our other ethical
responsibilities in accordance with these reqa#emenfescode We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion. [The first and last
sentences in this section used to be in the Auditor’s Responsibility section. Also, the Basis for
Opinion section is positioned immediately after the Opinion section as required in ASA 700

{Revised).]

Emphasis of Matter — Basis of Accounting and Restriction on Distribution

We draw attention to Note X to the financial report, which describes the basis of accounting. The
financial report are-is prepared to assist the partners of the Partnership in preparing their individual
income tax returns. As a result, the financial report may not be suitable for another purpose. Our
report is intended solely for the Partnership and its partners and should not be distributed to parties
other than the Partnership or its partners. Our opinion is not modified in respect'of this matter.

ResponSlbllltleS of Management’s® and Those Charged with Governance for the Financial
report™

Management is responsible for the preparation of the financial report in accordance with the tax basis
of accounting in Jurisdiction X and for such internal control as management determines is necessary to
enable the preparation of financial report that are-is free from material misstatement, whether due to
fraud or error.

In preparing the financial report, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Partnership’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole are-is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Australian Standards on Auditing-tASAs} will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial report.

Paragraph 41(b) of ASA 700-{Revised) explains that the shaded material below can be located in an Appendix to the
auditor’s report. Paragraph 41(c) of ASA 700-(Revised) explains that when law, regulation or national auditing standards
expressly permit, reference can be made to a website of an appropriate authority that contains the description of the auditor’s
responsibilities, rather than including this material in the auditor’s report, provided that the description on the website
addresses, and is not inconsistent with, the description of the auditor’s responsibilities below. \When the auditor refers to a
description of the auditor’s responsibilities on a website, the appropriate authority is The Auditing and Assurance Standards
Board and the website address is http://www.auasb.gov.au/Home.aspx

30

“ Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction
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As part of an audit in accordance with ASAsAustralian Auditing Standards, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
partnership’s internal control.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature-

*

- . - .]

[ Aorditore adedsesel

[Date of the auditor’s repori]

[Auditor’s address]

32

This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the
effectiveness of internal control in conjunction with the audit of the financial statements.
The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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[Aus] Hlustration 4:

For purposes of this illustrative'auditor’s report, the following circumstances are assumed:

Audit of the finan€ial report of a small proprietary company controlled by a foreign company

and is requirédto lodge a financial report with the Australian Securities and Investments
Commission (ASIC). The entity is a non-reporting entity.

The financial report is prepared under the Corporations Act 2001.

The applicable financial reporting framework is a fair presentation framework.

The terms of the audit engagement reflect the description of the directors’ responsibility for

the financial statements in ASA 210.

The auditor has concluded an unmodified (i.e., “clean’) opinion is appropriate based on the

audit evidence obtained.

The relevant ethical requirements that apply to the audit are the Accounting Professional and

Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

Based on the audit evidence obtained, the auditor has concluded that a material uncertainty

does not exist related to events or conditions that may cast significant doubt on the
company’s ability to continue as a going concern in accordance with ASA 570.

Distribution and use of the auditor’s report is not restricted.

The auditor is not required, and has otherwise not decided, to communicate key audit matters

in accordance with ASA 701.

No Other Information is expected to be obtained under the Corporations Act 2001,

accordingly the auditor has determined that there is no other information (i.e., the

ED 01/16 -26 - EXPOSURE DRAFT




Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

requirements of ASA 720 do not apply).

o The auditor has no other reporting responsibilities required under local law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the financial report of ABC Company (the Company), which coniprises the statement
of financial position as at 31 December 20X1, the statement of comprehénsive income, statement of
changes in equity and cash flow statement for the year then ended, and/notes tothe¥inancial
statements, including a summary of significant accounting policies, and thedifec¢tors’ declaration.

In our opinion, the accompanying financial report of ABC Compan¥y is in accordance with the
Corporations Act 2001, including:

o oiving a true and fair view of the company®s financial position'as at 31 December 20X1 and of
its performance forthe yeanthen ended;:and

o complying'with Australian Accounting Standatds to the extent described in Note X, and the
Corporations Requlations 2001.

Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further descfibed in the Auditor’s Responsibilities for the Audit of the Financial
Report section of our report.AWe are independent of the Company in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional
Accountants (th€ Code) that are relevant to our audit of the financial report in Australia. \WWe have also
fulfilled our other ethical responsibilities in accordance with the Code.

We confirm that the independence declaration required by the Corporations Act 2001, which has been
given to the directors of the Company, would be in the same terms if given to the directors as at the
time of this auditor’s report .

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to Note X to the financial report, which describes the basis of accounting. The
financial report has been prepared for the purpose of fulfilling the directors’ financial reporting
responsibilities under the Corporations Act 2001. As a result, the financial report may not be suitable
for another purpose. Our opinion is not modified in respect of this matter.

Responsibilities of the Directors for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a
true and fair view and have determined that the basis of preparation described in Note X to the

Or, alternatively, include statements (a) to the effect that circumstances have changed since the declaration was given to the relevant
directors; and (b) setting out how the declaration would differ if it had been given to the relevant directors at the time the auditor’s report
was made. [Section 307C (5A)(d) of the Corporations Act 2001].
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financial report is appropriate to meet the requirements of the Corporations Act 2001 and is
appropriate to meet the needs of the members. The directors’ responsibility also includes such internal
control as the directors determine is necessary to enable the preparation of a financial report that gives
a true and fair view and is free from material misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the finangialreport as a whole is free
from material misstatement, whether due to fraud or error, and to issue afi auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance; but is not @'quarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expectéd to influence the economic
decisions of users taken on the basis of this financial reports

[A further description of our responsibilities for the addit of the financial report is located at the
Auditing and Assurance Standards'Board website at: http:/WWwww.auash.gov.au/Home.aspx. This
description forms part®f our auditor’s report.]
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Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s
responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the website
address is http://www.auasb.gov.au/Home.aspx

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the-audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and
whether the financial report represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature]”
[Name of Firm]

[Date of the auditor’s report]

[Auditor’s address]

The auditor is required, under the Corporations Act 2001, to sign the auditor’s report in both their own name and the name of their firm
[section 324AB(3)] or the name of the audit company [section 324AD(1)], as applicable.
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[Aus] Illustration 5:

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

o Audit of the financial report prepared by a not-for-profit incorporated association to meet the
financial reporting requirements of the applicable legislation. Management does not have a
choice of financial reporting frameworks.

o The applicable financial reporting framework is a fair presentation framework.
° The financial report is not prepared under the Corporations Act 2001.
° The terms of the audit engagement reflect the description of mafagement’s responsibility for

the financial statements in ASA 210.

° The_ aud_itor has con_cluded an unmodified (i.e., “clean”) opinionds*appropriate based on the
audit evidence obtained.

° The relevant ethical requirements that apply to_thefaudit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

° Based on the audif'evidence obtained, the auditof has|concluded that a material uncertainty
does not exist related to'events/Or conditions that may cast significant doubt on the entity’s
ability"to eontinue as a going concern in acgordance with ASA 570.

° Distribution and use of the auditor’s report'is not restricted.

° The auditor is not required, and has etherwise not decided, to communicate key audit matters
in accordance with ASA 701.

) No Other Information is expected to be obtained and the auditor has determined that there is
no other infonmation (i.e., the requirements of ASA 720 do not apply).

° Thoseresponsible for oversight of the financial reporting process differ from those
responsible for the preparation of the financial report.

° The auditor has no other reporting responsibilities required under local law or requlation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the financial report of ABC Entity (the Entity), which comprises the statement of
financial position as at 31 December 20X1, the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and managements’ assertion
statement .

In our opinion, the accompanying financial report presents fairly, in all material respects, (or give a
true and fair view of) the financial position of the Entity as at 31 December 20X1, and (of) its financial
performance and its cash flows for the year then ended in accordance with [the financial reporting
requirements of the applicable legislation].

Or other appropriate description.
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Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Report section of our report. We are independent of the Entity in accordance with the ethical
requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics
for Professional Accountants (the Code) that are relevant to our audit of the financial report in
Australia. We have also fulfilled our other ethical responsibilities in accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to Note X to the financial report, which describes thé basis of'accounting. The
financial report has been prepared to assist ABC Entity to meet the requirements of the applicable
legislation. As a result, the financial report may not be suitable for anothér purpese. Our opinion is
not modified in respect of this matter.

Responsibilities of Management and Those Chargedavith Governance for the Financial Report

Management is responsibleforithépreparationand fair preséntation ofithe financial report in
accordance with the financial reporting requirements of the applicable legistation and for such internal
control as management determines IS necessary to enable the preparation and fair presentation of a
financial report that is free from material misstatement, whether due to fraud or error.

In preparing the finanecial report, management is responsible for assessing the Entity’s ability to
continue as a going.concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis 0f accounting unless4management either intends to liquidate the Entity or to cease
operations, or has no realistic alternative but to do so.

Those charged with goverfnance are responsible for overseeing the Entity’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s
responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the website
address is http://www.auasb.gov.au/Home.aspx

As part of an audit in accordance with Australian Auditing Standards, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
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than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the-audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Entity’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

° Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast

significant doubt on the Entity’s ability to continue as a going concern. If we conclude that a material uncertainty

exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial report or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained

up to the date of our auditor’s report. However, future events or conditions may cause the Entity to cease to
continue as a going concern.

° Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and
whether the financial report represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature]”
[Name of Firm]

[Date of the auditor’s report]

[Auditor’s address]

The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Summary of Differences Attachment to ED 01/16

Summary of Differences — Proposed Revised ASA 800 and Existing
ASA 800

Summary of Main Differences — ASA 800 and Existing ASA 800

The summary below outlines the main differences (excluding editorial amendments) between this
proposed Auditing Standard and existing ASA 800. This summary should not be used as a complete
list of all changes made.

° The enhancements from the new and revised auditor reporting standards would apply to
ASA 800 engagements. However the reporting requirements in ASA=#00 are not repeated in
ASA 800 (Proposed Revised). ASA 700 contains the overarching’reporting requirements
applicable for a special purpose financial report and only additignal requirements and
guidance as considered necessary as included in ASA 800 (Proposed Revised).

° New application material to assist auditors properly apply the.new and revised auditor
reporting standards in the context of ASA 800 (Proposed Revised) engagement.

° The auditor is required to include the name of the engagement partner in the auditor’s report
on a special purpose financial report. (ReffRard. A18)

° Align the layeuit and content of the illustrative rgports with the reporting requirements in
ASA 7080:
° Incorporate changes as a result of the release of ASA 720.
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PREFACE

Reasons for Issuing ED 01/16

The AUASB issues Exposure Draft ED 01/16 of proposed Auditing Standard ASA 800Special
Considerations—Audits of Financial Statements Prepared in Accordance with Special Purpose
Frameworks pursuant to the requirements of the legislative provisions and the Strategic Direction
explained below.

The AUASB is an independent statutory committee of the Australian Government established under
section 227A of the Australian Securities and Investments Commission Act 2001, as amended
(ASIC Act). Under section 336 of the Corporations Act 2001, the AUASB may make Auditing
Standards for the purposes of the corporations legislation. These Auditing Standards.are legislative
instruments under the Legislative Instruments Act 2003.

Under the Strategic Direction given to the AUASB by the Financial Reporting Council (FRC), the
AUASB is required, inter alia, to develop auditing standards that have a clear public interest focus and
are of the highest quality.

Main Proposals

This proposed Auditing Standard establishes requirements and provides application and other
explanatory material regarding <TypeHere>

This proposed Auditing Standard represents the Australian equivalent of revised ISA Error!
Reference source not found. Special Considerations—Audits of Financial Statements Prepared in
Accordance with Special Purpose Frameworks and will replace the current ASA 800 issued by the
AUASB in Error! Reference source not found. (as amended).

This proposed Auditing Standard contains differences from the revised ISA 800Error! Reference
source not found., which have been made to accord with the Australian legislative environment and
to maintain audit quality where the AUASB has considered there are compelling reasons to do so.

Proposed Operative Date

It is intended that this proposed Auditing Standard will be operative for financial reporting periods
commencing on or after 15 December 2016.

Request for Comments

Comments are invited on this Exposure Draft of the proposed re-issuance of ASA 800 Special
Considerations—Audits of Financial Statements Prepared in Accordance with Special Purpose
Frameworks by no later than 31 May 2016. The AUASB is seeking comments from respondents on
the following questions:

1. Have applicable laws and regulations been appropriately addressed in the proposed standard?

2. Avre there any laws or regulations that may, or do, prevent or impede the application of the
proposed standard, or may conflict with the proposed standard?

3. What, if any, are the additional significant costs to/benefits for auditors and the business
community arising from compliance with the main changes to the requirements of this
proposed standard? If there are significant costs, do these outweigh the benefits to the users of
audit services?
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4. Avre there any other significant public interest matters that constituents wish to raise?

The AUASB prefers that respondents express a clear opinion on whether the proposed Auditing
Standard, as a whole, is supported and that this opinion be supplemented by detailed comments,
whether supportive or critical, on the above matters. The AUASB regards both supportive and critical
comments as essential to a balanced review of the proposed Auditing Standard.
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AUTHORITY STATEMENT

The Auditing and Assurance Standards Board (AUASB) makes this Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks pursuant to section 227B of the Australian Securities and Investments
Commission Act 2001 and section 336 of the Corporations Act 2001.

This Auditing Standard is to be read in conjunction with ASA 101 Preamble to Australian
Auditing Standards, which sets out the intentions of the AUASB on how the Australian Auditing
Standards, operative for financial reporting periods commencing on or after 1 January 2010, are
to be understood, interpreted and applied. This Auditing Standard is to be read also in
conjunction with ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Australian Auditing Standards.
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Conformity with International Standards on Auditing

This Auditing Standard has been made for Australian legislative purposes and accordingly there is no
equivalent International Standard on Auditing (ISA) issued by the International Auditing and
Assurance Standards Board (IAASB), an independent standard-setting board of the International
Federation of Accountants (IFAC).
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AUDITING STANDARD ASA 800

Special Considerations—Audits of Financial Statements Prepared in
Accordance with Special Purpose Frameworks
Application
Aus 0.1 This Auditing Standard applies to:

@) an audit of a financial report for a financial year, or an audit of a financial
report for a half-year, in accordance with the Corporations Act 2001; and

(b) an audit of a financial report, or a complete set of financial statements, for any
other purpose.

Aus 0.2 This Auditing Standard also applies, as appropriate, to an‘audit of other historical
financial information.

Operative Date

Aus 0.3 This Auditing Standard is operative for financial reporting periods commencing on or
after 15 December 2016.

Introduction
Scope of this Auditing Standard

1. The Australian Standards on Auditing in the 200—700 series apply to an audit of a financial
report. This Auditing Standard deals with special considerations in the application of those
Australian Auditing.Standards to an audit of financial report prepared in accordance with a
special purpose framework.

2. This Auditing Standard is written in the context of a financial report prepared in accordance
with a special purpose framework. ASA 805" deals with special considerations relevant to an
audit of a single financial statement or of a specific element, account or item of a financial
statement.

3. This Auditing Standard does not override the requirements of the other Auditing Standards;
nor does it purport to deal with all special considerations that may be relevant in the
circumstances of the engagement.

Effective Date

4, [Deleted by the AUASB. Refer Aus 0.3]
Objective
5. The objective of the auditor, when applying Australian Auditing Standards in an audit of a

financial report prepared in accordance with a special purpose framework, is to address
appropriately the special considerations that are relevant to:

@ The acceptance of the engagement;

(b) The planning and performance of that engagement; and

! ASA 805 Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a Financial

Statement
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(c) Forming an opinion and reporting on the financial report.
Definitions

6. For purposes of the Australian Auditing Standards, the following terms have the meanings
attributed below:

@) [Deleted by the AUASB. Refer Aus 6.1]

(b) Special purpose framework — A financial reporting framework designed to meet the
financial information needs of specific users. The financial reportlng framework may
be a fair presentation framework or a compliance framework.? (Ref: Para. A1-A4)

Aus 6.1 Special purpose financial report means a complete set of financial statements”,
including an assertion statement by those responsible for the financial-report, prepared
in accordance with a special purpose framework. (Ref: Para. A1-A4)

7. [Deleted by the AUASB. Refer Aus 6.1]
Requirements

Considerations When Accepting the Engagement
Acceptability of the Financial Reporting Framework

8. ASA 210 requires the auditor to determine the acceptability of the financial reporting
framework applied in the preparation of the financial report.® In an audit of a special purpose
financial report, the auditor shall obtain an understanding of: (Ref: Para. A5-A8)

@ The purpose forwhich the financial report is prepared;
(b) The intended users; and

(c) The steps taken by management to determine that the applicable financial reporting
framework is acceptable in the circumstances.

Considerations When Planning and Performing the Audit

9. ASA 200 requires the auditor to comply with all Australian Auditing Standards relevant to the
audit.* In planning and performing an audit of a special purpose financial report, the auditor
shall determine whether application of the Australian Auditing Standards requires special
consideration in the circumstances of the engagement. (Ref: Para. A9-A12)

10. ASA 315 requires the auditor to obtain an understanding of the entity’s selection and
application of accounting policies.’ In the case of a financial report prepared in accordance
with the provisions of a contract, the auditor shall obtain an understanding of any significant
interpretations of the contract that management made in the preparation of that financial
report. An interpretation is significant when adoption of another reasonable interpretation
would have produced a material difference in the information presented in the financial report.

ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on
Auditing, paragraph 13(a).

ASA 200, paragraph Aus 13.1.

ASA 210 Agreeing the Terms of Audit Engagements, paragraph 6(a).

4 See ASA 200, paragraph 18.

See ASA 315 Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its Environment,
paragraph 11(c).
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Forming an Opinion and Reporting Considerations

11. When forming an opinion and reportlng on a special purpose financial report, the auditor shall
apply the requirements in ASA 700.° (Ref: Para. A13-A19)

Description of the Applicable Financial Reporting Framework

12. ASA 700 requires the auditor to evaluate whether the fmanual report adequately refers to or
describes the applicable financial reporting framework.” In the case of a financial report
prepared in accordance with the provisions of a contract, the auditor shall evaluate whether the
financial report adequately describes any significant interpretations of the contract on which
the financial report is based.

13. ASA 700 deals with the form and content of the auditor’s report, including the specific
ordering for certain elements. In the case of an auditor’s report.on a special purpose financial
report:

@) The auditor’s report shall also describe the purpose for which the financial report is
prepared and, if necessary, the intended users, or refer to a note in the special purpose
financial report that contains that information; and

(b) If management has a choice of financial reporting frameworks in the preparation of
such a financial report, the explanation of management’s® responsibility for the
financial report shall also'make reference to its responsibility for determining that the
applicable financial reporting framewaork is acceptable in the circumstances.

Alerting Readers that the Financial report is Prepared in Accordance with a Special Purpose
Framework

14. The auditor’s report on special purpose financial report shall include an Emphasis of Matter
paragraph alerting users of the auditor’s report that the financial report is prepared in
accordance with a special purpose framework and that, as a result, the financial report may not
be suitable for another purpose. (Ref: Para. A20-A21)

* * *x

®  ASA 700 Forming an Opinion and Reporting on Financial Statements.
7 See ASA 700, paragraph 15.
& Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.
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Application and Other Explanatory Material

Definition of Special Purpose Framework (Ref: Para 6)

Al

Examples of special purpose frameworks are:
. A tax basis of accounting for a financial report that accompanies an entity’s tax return;

. The cash receipts and disbursements basis of accounting for cash flow information
that an entity may be requested to prepare for creditors;

. The financial reporting provisions established by a regulator to meet the requirements
of that regulator; or

o The financial reporting provisions of a contract, such as‘a bond indenture, a loan
agreement, or a project grant.

Aus Al.l The Corporations Act 2001,” Australian Accounting Standards,” other applicable law

A2.

A3.

A4,

or regulation, or certain parties, may determine whether a financial report is required
to be prepared. Under the Corporations Act' 2001, financial reports are required to be
prepared in accordance with Australian’Accounting Standards. Accounting Standard
AASB 101 Presentation of Financial Statements defines a reporting entity and general
purpose financial statements. /Accounting'Standard AASB 1054 Australian Additional
Disclosures defines special purpose financial statements.  Australian Accounting
Standards set out requirements for general purpose financial statements. “Reporting
entities” are required to prepare general purpose financial statements. “Non-reporting
entities” may prepare general purpose financial statements or apply a special purpose
framework for their financial reporting.

There may be circumstances where a special purpose framework is based on a financial
reporting framework established by an authorised or recognised standards setting organisation
or by law or regulation, but does not comply with all the requirements of that framework. An
example is a contract that requires a financial report to be prepared in accordance with most,
but not all; of the Financial Reporting Standards of Jurisdiction X. When this is acceptable in
the circumstances of the engagement, it is inappropriate for the description of the applicable
financial reporting framework in the special purpose financial report to imply full compliance
with the financial reporting framework established by the authorised or recognised standards
setting organisation or by law or regulation. In the above example of the contract, the
description of the applicable financial reporting framework may refer to the financial reporting
provisions of the contract, rather than make any reference to the Financial Reporting Standards
of Jurisdiction X.

In the circumstances described in paragraph A2, the special purpose framework may not be a
fair presentation framework even if the financial reporting framework on which it is based is a
fair presentation framework. This is because the special purpose framework may not comply
with all the requirements of the financial reporting framework established by the authorised or
recognised standards setting organisation or by law or regulation that are necessary to achieve
fair presentation of the financial report.

A financial report prepared in accordance with a special purpose framework may be the only
financial report an entity prepares. In such circumstances, that financial report may be used by
users other than those for whom the financial reporting framework is designed. Despite the
broad distribution of the financial report in those circumstances, the financial report is still
considered to be a special purpose financial report for purposes of the Australian Auditing
Standards. The requirements in paragraphs 13-14 are designed to avoid misunderstandings

See, for example, Division 1 of Part 2M.3 of the Corporations Act 2001.
See, for example, Accounting Standard AASB 101 Presentation of Financial Statements.
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about the purpose for which the financial report is prepared. Disclosures comprise
explanatory or descriptive information, set out as required, expressly permitted or otherwise
allowed by the applicable financial reporting framework on the face of a financial report, or in
the notes, or incorporated therein by cross-reference.’

Considerations When Accepting the Engagement
Acceptability of the Financial Reporting Framework (Ref: Para. 8)

A5, In the case of a special purpose financial report, the financial information needs of the
intended users are a key factor in determining the acceptability of the financial reporting
framework applied in the preparation of the financial report.

A6.  The applicable financial reporting framework may encompass the financial reporting standards
established by an organisation that is authorised or recognised to promulgate standards for a
special purpose financial report. In that case, those standards will be presumed acceptable for
that purpose if the organisation follows an established and transparent process involving
deliberation and consideration of the views of relevant stakeholders. In some jurisdictions,
law or regulation may prescribe the financial reporting framework to be used by management
in the preparation of a special purpose financial report for a certain type of entity. For
example, a regulator may establish financial reporting provisions to meet the requirements of
that regulator. In the absence of indications to the contrary, such a financial reporting
framework is presumed acceptable for'a special purpose financial report prepared by such
entity.

A7.  Where the financial reporting standards referred to‘in paragraph A6 are supplemented by
legislative or regulatory requirements, ASA 210 requires the auditor to determine whether any
conflicts between the financial reporting standards and the addltlonal requirements exist, and
prescribes actions to be taken by the auditor if such conflicts exist.*

A8.  The applicable financial reporting framework may encompass the financial reporting
provisions of a contract, or sources other than those described in paragraphs A6 and A7. In
that case, the acceptability of the financial reporting framework in the circumstances of the
engagement is determined by considering whether the framework exhibits attributes normally
exhibited by acceptable financial reporting frameworks as described in Appendix 2 of
ASA 210. In the case of a special purpose framework, the relative importance to a particular
engagement of each of the attributes normally exhibited by acceptable financial reporting
frameworks is a matter of professional judgement. For example, for purposes of establishing
the value of net assets of an entity at the date of its sale, the vendor and the purchaser may
have agreed that very prudent estimates of allowances for uncollectible accounts receivable
are appropriate for their needs, even though such financial information is not neutral when
compared with financial information prepared in accordance with a general purpose
framework.

Considerations When Planning and Performing the Audit (Ref: Para. 9)
A9, [Deleted by the AUASB. Refer Aus A9.1].

Aus A9.1 ASA 200 requires the auditor to comply with (a) relevant ethical requirements,
including those pertaining to independence, relating to financial report audit
engagements, and (b) all Australian Auditing Standards relevant to the audit. It also
requires the auditor to comply with each requirement of an Australian Auditing
Standard unless, in the circumstances of the audit, the entire Auditing Standard is not
relevant or the requirement is not relevant because it is conditional and the condition
does not exist; or application of the requirement(s) would relate to classes of

See ASA 200, paragraph 13(f).
10 See ASA 210, paragraph 18.
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transactions, account balances or disclosures that the auditor has determined are
immaterial. In rare and exceptional circumstances, when there are factors outside the
auditor’s control that prevent the auditor from complying with a requirement, the
auditor where possible, performs appropriate alternative audit procedures.

A10. Application of some of the requirements of the Auditing Standards in an audit of a special
purpose financial report may require special consideration by the auditor. For example, in
ASA 320, judgements about matters that are material to users of the financial report are based
on a consideration of the common financial information needs of users as a group.t* In the
case of an audit of a special purpose financial report, however, those judgements are based on
a consideration of the financial information needs of the intended users.

All. Inthe case of a special purpose financial report, such as those prepared in accordance with the
requirements of a contract, management may agree with the intended users on a threshold
below which misstatements identified during the audit will not be corrected or otherwise
adjusted. The existence of such a threshold does not relieve the auditor from the requirement
to determine materiality in accordance with ASA 320 for purposes-of planning and performing
the audit of the special purpose financial report.

Al12. ASA 260 requires the auditor to determine the approprlate person(s) within the entity’s
governance structure with whom to communicate.” /ASA 260 notes that, in.some cases, all of
those charged governanee are involved in managingthe entity, and the application of the
communication requirements is modified to recognise this position.”* When a general purpose
financial report is also prepared by the entity, those person(s).responsible for the oversight of
the preparation of the special purpose financial report may not be the same as those charged
with governance responsible for the oversight of the preparation of that general purpose
financial report.

Forming an Opinion and Reporting Considerations (Ref: Para. 11)

Al3. The Appendix to this Auditing Standard contains illustrations of independent auditors’ reports
on a special purpose financial report. Other illustrations of auditor’s reports may be relevant
to reporting on a speaal purpose | fmanual report (see for example the Appendices to
ASA 700;ASA 705," ASA 570,"° ASA 720, and ASA 706)

Application of ASA 700 When Reporting on a Special Purpose Financial report

Al4. Paragraph 11 of this Auditing Standard explains that the auditor is required to apply ASA 700
when forming an opinion and reporting on a special purpose financial report. In doing so, the
auditor is also required to apply the reporting requirements in other Auditing Standards and
may find the special considerations addressed in paragraphs A15-A19 below helpful.

Going Concern

Al15. A special purpose financial report may or may not be prepared in accordance with a financial
reporting framework for which the going concern basis of accounting is relevant (e.g., the
going concern basis of accountlng is not relevant for some financial report prepared on a tax
basis in particular jurisdictions).'” Depending on the applicable financial reporting framework
used in the preparation of the special purpose financial report, the description in the auditor’s
report of management’s responsibilities™ relating to going concern may need to be adapted as

See ASA 200, paragraphs 14, 18 and Aus 23.1.
11 See ASA 320 Materiality in Planning and Performing an Audit, paragraph 2.
2 ASA 260 Communication with Those Charged with Governance.
13 See ASA 260, paragraph A8.
¥ ASA 705, Modifications to the Opinion in the Independent Auditor’s Report.
5 ASA 570, Going Concern.
8 ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report.
17 See ASA 570, Going Concern, paragraph 2.
8 See ASA 700, paragraphs 34(b) and A48.
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necessary. The description in the auditor’s report of the auditor’s responsibilities™ may also
need to be adapted as necessary depending on how ASA 570 applies in the circumstances of
the engagement.

Key Audit Matters

AlG6.

ASA 700 requires the auditor to communicate key audit matters in accordance with

ASA 701% for audits of a general purpose financial report of listed entities. For audits of a
special purpose financial report, ASA 701 only applies when communication of key audit
matters in the auditor’s report on the special purpose financial report is required by law or
regulation or the auditor otherwise decides to communicate key audit matters. When key audit
matters are communicated in the auditor’s report on a special purpose financial report,

ASA 701 applies in its entirety.”*

Other Information

Al7.

ASA 720% deals with the auditor’s responsibilities relating to otherinformation. In the
context of this Auditing Standard, reports containing or accompanying the special purpose
financial report—the purpose of which is to provide owners (or similar stakeholders) with
information on matters presented in the special purpose financial report-—are considered to be
annual reports for the purpose of ASA 720. In‘the case of a financial report prepared using a
special purpose framewaork, the term “similar stakeholders™ includes the specific users whose
financial information needs are met by the design-of the special purpose framework used to
prepare the special purpose financial report. When the auditor determines that the entity plans
to issue such a report, the requirements in ASA 720 .apply to the audit of the special purpose
financial report.

Name of the Engagement Partner

AlS8.

The requirement in ASA 700 forthe auditor to include the name of the engagement partner in
the auditor’s report also applies to audits of a special purpose financial report of listed
entities.”® The auditor may be required by law or regulation to include the name of the
engagement partner in the auditor’s report or may otherwise decide to do so when reporting on
a special purpose financial report of entities other than listed entities.

Inclusion of a Reference to the Auditor’s Report on the General purpose financial report

Al9.

The auditor may deem it appropriate to refer, in an Other Matter paragraph in the auditor’s
report on the special purpose financial report, to the auditor’s report on the general purpose
financial report or to matter(s) reported therein (see ASA 706).* For example, the auditor
may consider it appropriate to refer in the auditor’s report on the special purpose financial
report to a Material Uncertainty Related to Going Concern section included in the auditor’s
report on the general purpose financial report.

Alerting Readers that the Financial report is Prepared in Accordance with a Special Purpose
Framework (Ref: Para. 14)

A20.

The special purpose financial report may be used for purposes other than those for which they
were intended. For example, a regulator may require certain entities to place the special
purpose financial report on public record. To avoid misunderstandings, the auditor alerts users
of the auditor’s report by including an Emphasis of Matter paragraph explaining that the
financial report is prepared in accordance with a special purpose framework and, therefore,

20

19" See ASA 700, paragraph 39(b)(iv).
ASA 701 Communicating Key Audit Matters in the Independent Auditor’s Report.

2L See ASA 700, paragraph 31.

22

ASA 720 The Auditor’s Responsibilities Relating to Other Information.

2 See ASA 700, paragraphs 45 and A56-A58.
% See ASA 706, paragraphs 10-11.
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may not be suitable for another purpose. ASA 706 requires this paragraph to be included
within a separate section of the auditor’s report with an appropriate heading that includes the
term “Emphasis of Matter”.?

Restriction on Distribution or Use (Ref: Para. 14)

A21. Inaddition to the alert required by paragraph 14, the auditor may consider it appropriate to
indicate that the auditor’s report is intended solely for the specific users. Depending on the
law or regulation of the particular jurisdiction, this may be achieved by restricting the
distribution or use of the auditor’s report. In these circumstances, the paragraph referred to in
paragraph 14 may be expanded to include these other matters, and the heading modified
accordingly (see illustrations in the Appendix to this Auditing Standard).

% See ASA 706, paragraph 9(a).
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Appendix 1
(Ref: Para.A14)

Illustrations of Independent Auditor’s Reports on a Special Purpose Financial
Report

Illustration 1: An auditor’s report on a financial report of an entity other than a listed entity prepared in
accordance with the financial reporting provisions of a contract (for purposes of this illustration, a
compliance framework).

Illustration 2: An auditor’s report on a financial report of an entity other than a listed entity prepared in
accordance with the tax basis of accounting in Jurisdiction X (for purposes of this'illustration, a
compliance framework).

Ilustration 3:[Deleted by the AUASB.]

[Aus] Hlustration 4: An auditor’s report on a financial report prepared by a non-reporting entity under
the Corporations Act 2001 (for purposes of this illustration, a fair presentation framework).

[Aus] Illustration 5: An auditor’s report on a financial report prepared by a not-for-profit incorporated

association in accordance'with the financial reporting provisions of the applicable legislation (for
purposes of this illustration, a fair presentation framework).
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Illustration 1: An auditor’s report on a financial report of an entity other than a listed entity prepared
in accordance with the financial reporting provisions of a contract (for purposes of this illustration, a
compliance framework).

° For purposes of this illustrative auditor’s report, the following circumstances are assumed:

° The financial report has been prepared by management of the entity in accordance with the
financial reporting provisions of a contract (that is, a special purpose framework).
Management does not have a choice of financial reporting frameworks. The financial report
is not prepared under the Corporations Act 2001.

. The applicable financial reporting framework is a compliance framework.
° An auditor’s report on the general purpose financial report was not issued:
o The terms of the audit engagement reflect the description of management’s responsibility for

the financial report in ASA 210.

. The auditor has concluded an unmodified (i.e;“clean”) opinion is appropriate based on the
audit evidence obtained.

. The relevant-ethical requirements that apply to-the audit are the Accounting Professional and
Ethical-Standards Board’s APES 110 Code of Ethics for Professional Accountants.

. Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern-in accordance with ASA 570.

. Distribution and use of the auditor’s report are restricted.

o The auditor is.not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701.

° The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 do not apply).

° Those responsible for oversight of the financial reporting process differ from those

responsible for the preparation of the financial report.

° The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Opinion

We have audited the financial report of ABC Company (the Company), which comprises the balance
sheet as at 31 December, 20X1, and the income statement, statement of changes in equity and cash
flow statement for the year then ended, and notes to the financial report, including a summary of
significant accounting policies.

In our opinion, the accompanying financial report of the Company for the year ended

31 December 20X1 is prepared, in all material respects, in accordance with the financial reporting
provisions of Section Z of the contract dated 1 January 20X1 between the Company and DEF
Company (“the contract”). [Opinion section positioned first as required in ASA 700]
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Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial report section of our report. We are independent of the Company in accordance with the
ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (the code) that are relevant to our audit of the financial report in
Australia, and we have fulfilled our other ethical responsibilities in accordance with the code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion. [The first and last sentences in this section used to be in the Auditor’s Responsibility section.
Also, the Basis for Opinion section is positioned immediately after the Opinion section as required in
ASA 700.]

Emphasis of Matter — Basis of Accounting and Restriction on Distribution and Use

We draw attention to Note X to the financial report, which describes the basis-of accounting. The
financial report is prepared to assist the Company in complying with the financial reporting provisions
of the contract referred to above. As a result, the financial report may not be suitable for another
purpose. Our report is intended solely for the Company and DEF Company and should not be
distributed to or used by parties other than the Company or DEF Company. Our opinion is not
modified in respect of this matter.

Resp01217sibilities of Management’s®® and Those Charged with Governance for the Financial
report

Management is responsible for the preparation of the financial report in accordance with the financial
reporting provisions of Section Z of the contract and for such internal control as management
determines is necessary to enable the preparation of a financial report that is free from material
misstatement, whether due to fraud or error.

In preparing the financial report, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial report.

Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s

% Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Throughout these illustrative auditor’s reports, the terms management and those charged with governance may need to be replaced by
another term that is appropriate in the context of the legal framework in the particular jurisdiction.
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responsibilities on a website, the appropriate authority is The Auditing and Assurance Standards Board and the website
address is http://www.auasb.gov.au/Home.aspx

As part of an audit in accordance with Australian Auditing Standards, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the entity’s preparation of the financial report audit in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s entity’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

Signature”

[Date of the auditor’s report]

[Auditor’s address]

28

This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the
effectiveness of internal control in conjunction with the audit of the financial statements.
The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Illustration 2: An auditor’s report on a financial report of an entity other than a listed entity prepared
in accordance with the tax basis of accounting in Jurisdiction X (for purposes of this illustration, a
compliance framework).

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

. Audit of a financial report that has been prepared by management of a partnership in
accordance with the tax basis of accounting in Jurisdiction X (that is, a special purpose
framework) to assist the partners in preparing their individual income tax returns.
Management does not have a choice of financial reporting frameworks. This financial report
is not prepared under the Corporations Act 2001.

° The applicable financial reporting framework is a compliance framework.

. The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

. The auditor has concluded an unmodified (i.e., “clean”) opinion is appropriate based on the
audit evidence obtained.

. The relevant ethical-requirements that'apply to the‘audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

. Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern in accordance with ASA 570.

. Distribution of the auditor’s report is restricted.

o The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701.

° The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 do not apply).

° Those responsible for oversight of the financial report differ from those responsible for the

preparation of the financial report.

° The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the financial report of ABC Partnership (the Partnership), which comprises the
balance sheet as at 31 December 20X1 and the income statement for the year then ended, and notes to
the financial report, including a summary of significant accounting policies.

In our opinion, the accompanying financial report of the Partnership for the year ended

31 December 20X1 is prepared, in all material respects, in accordance with [describe the applicable
income tax law] of Jurisdiction X. [Opinion section positioned first as required in ASA 700]
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Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial report section of our report. We are independent of the Partnership in accordance with the
ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (the code) that are relevant to our audit of the financial report in
Australia, and we have fulfilled our other ethical responsibilities in accordance with the code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion. [The first and last sentences in this section used to be in the Auditor’s Responsibility section.
Also, the Basis for Opinion section is positioned immediately after the Opinion section as required in
ASA 700.]

Emphasis of Matter — Basis of Accounting and Restriction on Distribution

We draw attention to Note X to the financial report, which describes the basis-of accounting. The
financial report is prepared to assist the partners of the Partnership in preparing their individual
income tax returns. As a result, the financial report may not be suitable for another purpose. Our
report is intended solely for the Partnership and its partners-and should not be distributed to parties
other than the Partnership or its partners. Our opinion is not modified in respect of this matter.

ReSpOIslosibilitieS of Management’s®® and Those Charged'with Governance for the Financial
report

Management is responsible for the preparation of the financial report in accordance with the tax basis
of accounting in Jurisdiction X and for such internal control as management determines is necessary to
enable the preparation of financial report that is free from material misstatement, whether due to fraud
or error.

In preparing the financial report, management is responsible for assessing the Company’s ability to
continue as a going concern,disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Partnership’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Australian Standards on Auditing will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial report.

Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.
Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s
responsibilities on a website, the appropriate authority is The Auditing and Assurance Standards Board and the website
address is http://www.auasb.gov.au/Home.aspx

29

o Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction

ED 01/16 -21- EXPOSURE DRAFT


http://www.auasb.gov.au/Home.aspx

Proposed Auditing Standard ASA 800
Special Considerations—Audits of Financial Statements Prepared in Accordance with Special
Purpose Frameworks

As part of an audit in accordance with Australian Auditing Standards, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
partnership’s internal control.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature] [Date of the auditor’s repori]

[Auditor’s address]

31

This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the
effectiveness of internal control in conjunction with the audit of the financial statements.
The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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[Aus] Hlustration 4:
For purposes of this illustrative auditor’s report, the following circumstances are assumed:

. Audit of the financial report of a small proprietary company controlled by a foreign company
and is required to lodge a financial report with the Australian Securities and Investments
Commission (ASIC). The entity is a non-reporting entity.

. The financial report is prepared under the Corporations Act 2001.
. The applicable financial reporting framework is a fair presentation framework.
. The terms of the audit engagement reflect the description of the/directors’ responsibility for

the financial statements in ASA 210.

o The auditor has concluded an unmodified (i.e., “clean”) opinion.is‘appropriate based on the
audit evidence obtained.

. The relevant ethical requirements that apply to the audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

. Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events-or conditions that may cast significant doubt on the
company’s ability to continue as a going concern in accordance with ASA 570.

. Distribution and use of the auditor’s report is not restricted.

o The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701.

. No Other Information is expected to be obtained under the Corporations Act 2001,
accordingly the auditor has determined that there is no other information (i.e., the
requirements of ASA 720 do not apply).

. The auditor has no other reporting responsibilities required under local law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the financial report of ABC Company (the Company), which comprises the statement
of financial position as at 31 December 20X1, the statement of comprehensive income, statement of
changes in equity and cash flow statement for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies, and the directors’ declaration.

In our opinion, the accompanying financial report of ABC Company is in accordance with the
Corporations Act 2001, including:

o giving a true and fair view of the company’s financial position as at 31 December 20X1 and of
its performance for the year then ended; and

o complying with Australian Accounting Standards to the extent described in Note X, and the
Corporations Regulations 2001.
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Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Report section of our report. We are independent of the Company in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional
Accountants (the Code) that are relevant to our audit of the financial report in Australia. We have also
fulfilled our other ethical responsibilities in accordance with the Code.

We confirm that the independence declaration required by the Corporations Act 2001, which has been
given to the directors of the Company, would be in the same terms if given to the directors as at the
time of this auditor’s report .

We believe that the audit evidence we have obtained is sufficient and appropriate to'provide a basis for
our opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to Note X to the financial report, which describes the basis of accounting. The
financial report has been prepared for the purpose-of fulfilling the directors’ financial reporting
responsibilities under the Corporations Act 2001. As'a result, the financial report may not be suitable
for another purpose. Our opinion is not modified in respect of this matter.

Responsibilities of the Directors for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a
true and fair view and have determined that the-basis of preparation described in Note X to the
financial report is appropriate to meet the.requirements of the Corporations Act 2001 and is
appropriate to meet the needs of the members. The directors’ responsibility also includes such internal
control as the directors determine is necessary to enable the preparation of a financial report that gives
a true and fair view and.isfree from material misstatement, whether due to fraud or error.

In preparing the“financial report, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

[A further description of our responsibilities for the audit of the financial report is located at the
Auditing and Assurance Standards Board website at: http://www.auasb.gov.au/Home.aspx. This
description forms part of our auditor’s report.]

Or, alternatively, include statements (a) to the effect that circumstances have changed since the declaration was given to the relevant
directors; and (b) setting out how the declaration would differ if it had been given to the relevant directors at the time the auditor’s report
was made. [Section 307C (5A)(d) of the Corporations Act 2001].
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Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s
responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the website
address is http://www.auasb.gov.au/Home.aspx

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the-audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and
whether the financial report represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature]”
[Name of Firm]
[Date of the auditor’s report]

[Auditor’s address]

The auditor is required, under the Corporations Act 2001, to sign the auditor’s report in both their own name and the name of their firm
[section 324AB(3)] or the name of the audit company [section 324AD(1)], as applicable.
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[Aus] Hlustration 5:
For purposes of this illustrative auditor’s report, the following circumstances are assumed:

. Audit of the financial report prepared by a not-for-profit incorporated association to meet the
financial reporting requirements of the applicable legislation. Management does not have a
choice of financial reporting frameworks.

. The applicable financial reporting framework is a fair presentation framework.
. The financial report is not prepared under the Corporations Act 2001.
. The terms of the audit engagement reflect the description of management’s responsibility for

the financial statements in ASA 210.

o The auditor has concluded an unmodified (i.e., “clean”) opinion.is‘appropriate based on the
audit evidence obtained.

. The relevant ethical requirements that apply to the audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

. Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events‘or conditions that may cast significant doubt on the entity’s
ability'to continue as a going concern in accordance with ASA 570.

. Distribution and use of the auditor’s report is not restricted.

o The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701.

. No Other Information is expected to be obtained and the auditor has determined that there is
no other information (i.e., the requirements of ASA 720 do not apply).

. Those responsible for oversight of the financial reporting process differ from those
responsible for the preparation of the financial report.

. The auditor has no other reporting responsibilities required under local law or regulation.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Opinion

We have audited the financial report of ABC Entity (the Entity), which comprises the statement of
financial position as at 31 December 20X1, the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and managements’ assertion
statement .

In our opinion, the accompanying financial report presents fairly, in all material respects, (or give a
true and fair view of) the financial position of the Entity as at 31 December 20X1, and (of) its financial
performance and its cash flows for the year then ended in accordance with [the financial reporting
requirements of the applicable legislation].

Or other appropriate description.
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Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Report section of our report. We are independent of the Entity in accordance with the ethical
requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics
for Professional Accountants (the Code) that are relevant to our audit of the financial report in
Australia. We have also fulfilled our other ethical responsibilities in accordance with the Code.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Emphasis of Matter — Basis of Accounting

We draw attention to Note X to the financial report, which describes the basis of accounting. The
financial report has been prepared to assist ABC Entity to meet the requirements of the applicable
legislation. As a result, the financial report may not be suitable for another purpose. Our opinion is
not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Financial Report

Management is responsible for the preparation.and fair presentation of the financial report in
accordance with the financial reporting requirements of the applicable legislation and for such internal
control as management determines is hecessary to enable the preparation and fair presentation of a
financial report that is free from material misstatement, whether due to fraud or error.

In preparing the financial report, management is responsible for assessing the Entity’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless-management either intends to liquidate the Entity or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Entity’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.

Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s
responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the website
address is http://www.auash.gov.au/Home.aspx

As part of an audit in accordance with Australian Auditing Standards, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error, design

and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
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than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the-audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Entity’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Entity’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial report or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the Entity to cease to
continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and
whether the financial report represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature]”
[Name of Firm]
[Date of the auditor’s report]

[Auditor’s address]

The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Summary of Differences Attachment to ED 01/16

Summary of Differences — Proposed Revised ASA 800 and Existing
ASA 800

Summary of Main Differences — ASA 800 and Existing ASA 800

The summary below outlines the main differences (excluding editorial amendments) between this
proposed Auditing Standard and existing ASA 800. This summary should not be used as a complete
list of all changes made.

o The enhancements from the new and revised auditor reporting standards would apply to
ASA 800 engagements. However the reporting requirements in ASA 700 are not repeated in
ASA 800 (Proposed Revised). ASA 700 contains the overarching reporting requirements
applicable for a special purpose financial report and only additional requirements and
guidance as considered necessary as included in ASA 800 (Proposed Revised).

o New application material to assist auditors properly apply the new and revised auditor
reporting standards in the context of ASA 800 (Proposed Revised) engagement.

o The auditor is required to include the name of the engagement partner in the auditor’s report
on a special purpose financial report. (Ref. Para. A18)

o Align the layout and content of the illustrativereports with the reporting requirements in
ASA 700.

o Incorporate changes as a result of the release of ASA 720;
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Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

PREFACE

Reasons for Issuing ED 02/16

The AUASB issues Exposure Draft ED 02/16 of proposed Auditing Standard ASA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement pursuant to the requirements of the legislative provisions and the Strategic
Direction explained below.

The AUASB is an independent statutory committee of the Australian Government established under
section 227A of the Australian Securities and Investments Commission Act 2001, as amended
(ASIC Act). Under section 336 of the Corporations Act 2001, the AUASB may make Auditing
Standards for the purposes of the corporations legislation. These Auditing Standards.are legislative
instruments under the Legislative Instruments Act 2003.

Under the Strategic Direction given to the AUASB by the Financial Reporting Council (FRC), the
AUASB is required, inter alia, to develop auditing standards that have a clear public interest focus and
are of the highest quality.

Main Proposals

This proposed Auditing Standard represents the Australian equivalent'of revised ISA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement and will replace the current ASA 805'issued by the AUASB in October 2009 (as
amended).

This proposed Auditing Standard contains differences from the revised ISA 805, which have been

made to accord with the Australian legislative environment and to maintain audit quality where the
AUASB has considered thereare compelling reasons to do so.

Proposed Operative Date

It is intended that this proposed Auditing Standard will be operative for financial reporting periods
commencing on or after 15 December 2016.

Request for Comments

Comments are invited on this Exposure Draft of the proposed re-issuance of ASA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement by no later than 31 May 2016. The AUASB is seeking comments from
respondents on the following questions:

1. Have applicable laws and regulations been appropriately addressed in the proposed standard?

2. Are there any laws or regulations that may, or do, prevent or impede the application of the
proposed standard, or may conflict with the proposed standard?

3. What, if any, are the additional significant costs to/benefits for auditors and the business
community arising from compliance with the main changes to the requirements of this
proposed standard? If there are significant costs, do these outweigh the benefits to the users of
audit services?

4. Avre there any other significant public interest matters that constituents wish to raise?

The AUASB prefers that respondents express a clear opinion on whether the proposed Auditing
Standard, as a whole, is supported and that this opinion be supplemented by detailed comments,
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Items of a Financial Statement

whether supportive or critical, on the above matters. The AUASB regards both supportive and critical
comments as essential to a balanced review of the proposed Auditing Standard.

ED 02/16 -5- EXPOSURE DRAFT



Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

AUTHORITY STATEMENT

The Auditing and Assurance Standards Board (AUASB) makes this Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts
or Items of a Financial Statement pursuant to section 227B of the Australian Securities and
Investments Commission Act 2001 and section 336 of the Corporations Act 2001.

This Auditing Standard is to be read in conjunction with ASA 101 Preamble to Australian
Auditing Standards, which sets out the intentions of the AUASB on how the Australian Auditing
Standards, operative for financial reporting periods commencing on or after 1 January 2010, are
to be understood, interpreted and applied. This Auditing Standard is to be read also in
conjunction with ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Australian Auditing Standards.
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Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

Conformity with International Standards on Auditing

This Auditing Standard conforms with International Standard on Auditing ASA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement issued by the International Auditing and Assurance Standards Board (IAASB), an
independent standard-setting board of the International Federation of Accountants (IFAC).

Paragraphs that have been added to this Auditing Standard (and do not appear in the text of the
equivalent ISA are identified with the prefix “Aus”.

This Auditing Standard incorporates terminology and definitions used in Australia.

Compliance with this Auditing Standard enables compliance with ISA 805.
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AUDITING STANDARD ASA 805

Special Considerations—Audits of Single Financial Statements and Specific
Elements, Accounts or Items of a Financial Statement

Application
Aus 0.1 This Auditing Standard applies to:

@ an audit of a financial report for a financial year, or an audit of a financial
report for a half-year, in accordance with the Corporations Act 2001; and

(b) an audit of a financial report, or a complete set of financial statements, for any
other purpose.

Aus 0.2 This Auditing Standard also applies, as appropriate,to an audit of other historical
financial information.

Operative Date

Aus 0.3 This Auditing Standard is-operative for financial reporting periods commencing on or
after 15 December 2016.

Introduction
Scope of this Auditing Standard

1. The Australian Standards on Auditing in the 100—700 series apply to an audit of a financial
report and are to be adapted as necessary in the circumstances when applied to audits of other
historical financial‘information. This Auditing Standard deals with special considerations in
the application of those Australian Auditing Standards to an audit of a single financial
statement or of a specific element, account or item of a financial statement. The single
financial statement or the specific element, account or item of a financial statement may be
prepared in accordance with a general or speC|aI purpose framework. If prepared in
accordance with a special purpose framework, ASA 800" also applies to the audit.

(Ref: Para. A1-A4)

2. This Auditing Standard does not apply to the report of a component auditor, issued as a result
of work performed on the financial information of a component at the request of a group
engagement team for purposes of an audit of a group financial report (see ASA 600).”

3. This Auditing Standard does not override the requirements of the other Australian Auditing
Standards; nor does it purport to deal with all special considerations that may be relevant in
the circumstances of the engagement.

Effective Date

4. [Deleted by the AUASB. Refer Aus 0.3]

ASA 800 Special Considerations—Audits of Financial Statements Prepared in Accordance with Special Purpose Frameworks.

2 ASA 600 Special Considerations—Audits of Group Financial Statements (Including the Work of Component Auditors).
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Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

Objective

5.

The objective of the auditor, when applying Australian Auditing Standards in an audit of a
single financial statement or of a specific element, account or item of a financial statement, is
to address appropriately the special considerations that are relevant to:

@) The acceptance of the engagement;

(b) The planning and performance of that engagement; and

(c) Forming an opinion and reporting on the single financial statement or on the specific
element, account or item of a financial statement.

Definitions

6.

For purposes of this Auditing Standard, reference to:

@ “Element of a financial statement” or “element” means an “element, account or item
of a financial statement;”

(b) “Australian Accounting Standards” means the Australian Accounting Standards issued
by the Australian Accounting Standards Board; and

(c) Asingle financial statement or to a specific element-of a financial statement includes
the related disclosures. (Ref: Para. A2)

Requirements

Considerations When Accepting the Engagement

Application of Australian Auditing Standards

7.

ASA 200 requires the auditor to comply with all Australian Auditing Standards relevant to the
audit.® In the case of an audit of a single financial statement or of a specific element of a
financial statement, this requirement applies irrespective of whether the auditor is also
engaged to audit the entity’s financial report. If the auditor is not also engaged to audit the
entity’s financial report, the auditor shall determine whether the audit of a single financial
statement or of a specific element of those financial report in accordance with Australian
Auditing Standards is practicable. (Ref: Para. A5-A6)

Acceptability of the Financial Reporting Framework

8.

ASA 210 requires the auditor to determine the acceptability of the financial reporting
framework applied in the preparation of the financial report.* In the case of an audit of a
single financial statement or of a specific element of a financial statement, this shall include
whether application of the financial reporting framework will result in a presentation that
provides adequate disclosures to enable the intended users to understand the information
conveyed in the financial statement or the element, and the effect of material transactions and
events on the information conveyed in the financial statement or the element. (Ref: Para. A7)

3

See ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on
Auditing, paragraph 18.
See ASA 210 Agreeing the Terms of Audit Engagements, paragraph 6(a).
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Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

Form of Opinion

9. ASA 210 requires that the agreed terms of the audit engagement include the expected form of
any reports to be issued by the auditor.® In the case of an audit of a single financial statement
or of a specific element of a financial statement, the auditor shall consider whether the
expected form of opinion is appropriate in the circumstances. (Ref: Para. A8-A9)

Considerations When Planning and Performing the Audit

10. ASA 200 states that Australian Auditing Standards are written in the context of an audit of a
financial report; they are to be adapted as necessary in the circumstances when applied to
audits of other historical financial information.®” in planning and performing the audit of a
single financial statement or of a specific element of a financial statement, the auditor shall
adapt all Australian Auditing Standards relevant to the audit as necessary/in the circumstances
of the engagement. (Ref: Para. A10-A14)

Forming an Opinion and Reporting Considerations

11. When forming an opinion and reporting on a single financial statement or on a specmc
element of a financial statement, the auditor shall apply the requirements in ASA 700,? and,
when applicable, ASA 800 adapted as necessary in the circumstances of the engagement.
(Ref: Para. A16-A22)

Reporting on the-Entity s Financial report and on a Single Financial'Statement or on a Specific
Element of that Financial report

12. If the auditor undertakes an engagement to report on a single financial statement or on a
specific element of a financial statement in conjunction with an engagement to audit the
entity’s financial report, the auditor shall express a separate opinion for each engagement.

13. The audited single financial statement or the audited specific element of a financial statement
may be publishedtogether with the entity’s audited financial report. If the auditor concludes
that the presentation of the single financial statement or of the specific element of a financial
statement does not differentiate it sufficiently from the financial report, the auditor shall ask
management to rectify the situation. Subject to paragraphs 15 and 16, the auditor shall also
differentiate the opinion on the single financial statement or on the specific element of a
financial statement from the opinion on the financial report. The auditor shall not issue the
auditor’s report containing the opinion on the single financial statement or on the specific
element of a financial statement until satisfied with the differentiation.

Considering the Implications of Certain Matters Included in the Auditor’s Report on the Entity’s
Financial report for the Audit of the Single Financial Statement or the Specific Element of a Financial
Statement and for the Auditor’s Report Thereon
14. If the auditor’s report on an entity’s financial report includes:

@ A modified, opinion in accordance with ASA 705;°

(b) An Empha5|s of Matter paragraph or an Other Matter paragraph, in accordance with
ASA 706,"°

5 See ASA 210, paragraph 10(e).

®  See ASA 200, paragraph 2.

ASA 200, paragraph 13(f), explains that the term “financial statements” ordinarily refers to a complete set of financial statements as
determined by the requirements of the applicable financial reporting framework.

ASA 700 Forming an Opinion and Reporting on Financial Statements.

ASA 705 Modifications to the Opinion in the Independent Auditor’s Report.

ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report.
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Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

(c) A Materlal Uncertalnty Related to Going Concern section in accordance with
ASA 570;"

(d) Communication of key audit matters in accordance with ASA 701:*

(e) A statement that describes an uncorrected material misstatement of the other
information in accordance with ASA 720;%

the auditor shall consider the implications, if any, that these matters have for the audit of the
single financial statement or of the specific element of a financial statement and for the
auditor’s report thereon. (Ref: Para. A23-A27)

Adverse Opinion or Disclaimer of Opinion in the Auditor’s Report on the Entity’s'Financial report

15. If the auditor concludes that it is necessary to express an adverse opinion or-disclaim an
opinion on the entity’s financial report as a whole, ASA 705 does not permit the auditor to
include in the same auditor’s report an unmodified opinion on a single financial Statement that
forms part of that financial report or on a specific element of that financial report.** This is
because such an unmodified opinion would contradict the adverse opinion or disclaimer of
opinion on the entity’s financial report as a whole. (Ref: Para. A128)

16. If the auditor concludes that. it is necessary to express an adverse opinion or disclaim an
opinion on theentity’s financial report as a whole but, in the context of a separate audit of a
specific element of that financial report, the auditor nevertheless considers it appropriate to
express an unmodified opinion on that element, the-auditor shall only do so if:

@ The auditor is not prohibited by law or regulation from doing so;

(b) That opinion is expressed-in an auditor’s report that is not published together with the
auditor’s report containing the adverse opinion or disclaimer of opinion; and

(c) The element does not constitute a major portion of the entity’s financial report.

17. The auditor shall not express an unmodified opinion on a single financial statement of a
financial report if the auditor has expressed an adverse opinion or disclaimed an opinion on
the financial report as a whole. This is the case even if the auditor’s report on the single
financial statement is not published together with the auditor’s report containing the adverse
opinion or disclaimer of opinion. This is because a single financial statement is deemed to
constitute a major portion of that financial report.

* * *x

11
12
13
14

See ASA 570 Going Concern, paragraph 22.

See ASA 701 Communicating Key Audit Matters in the Independent Auditor’s Report, paragraph 13.
See ASA 720 The Auditor’s Responsibilities Relating to Other Information, paragraph 22(e)(ii).

See ASA 705 Modifications to the Opinion in the Independent Auditor’s Report, paragraph 15.
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Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

Application and Other Explanatory Material
Scope of this Auditing Standard (Ref: Para. 1, 6(c))

Al.  ASA 200 defines the term “historical financial information” as information expressed in
financial terms in relation to a particular entity, derived primarily from that entity’s accounting
system, about economic events occurrlng Iﬂ past time perlods or about economic conditions or
circumstances at points in time in the past.™

A2.  ASA 200 defines the term “financial repeftstatements” as a structured representation of
historical financial information, including disclosures related, intended to communicate an
entity’s economic resources or obligations at a point in time or the changes therein for a period
of time in accordance with a financial reporting framework. The term “financial
repertstatements” ordinarily refers to a complete set of financial repert-statements as
determined by the requirements of the applicable financial reporting framework, but can also
refer to a single financial statement. Disclosures comprise explanatory or descriptive
information, set out as required, expressly permitted or otherwise allowed by the applicable
financial reporting framework, on the face of a financial statement, or in the notes, or
incorporated therein by cross- -reference.® As noted'in paragraph 6(c) reference to a single
financial statement or specific element of a financial statement includes the related
disclosures.

A3.  Australian Auditing Standards are written in the context of an.audit of a financial report;*’ they
are to be"adapted as necessary in the circumstances when applied to an audit of other historical
financial information, such as a single financial statement or a specific element of a financial
statement. This Auditing Standard assists in‘this regard. (Appendix 1 lists examples of such
other historical financial information.)

A4.  Areasonable assurance engagement other than an audit of historical financial information is
performed in accordance with Australian Standard on Assurance Engagements
(ASAE) 3000."

Considerations When Accepting the Engagement
Application of Australian Auditing Standards (Ref: Para. 7)
Ab. [Deleted by the AUASB. Refer Aus A5.1]

Aus A5.1 ASA 200 requires the auditor to comply with (a) relevant ethical requirements,
including those pertaining to independence, relating to financial report audit
engagements, and (b) all Australian Auditing Standards relevant to the audit. It also
requires the auditor to comply with each requirement of an Australian Auditing
Standard unless, in the circumstances of the audit, the entire Auditing Standard is not
relevant or the requirement is not relevant because it is conditional and the condition
does not exist, or application of the requirement(s) would relate to classes of
transactions, account balances or disclosures that the auditor has determined are
immaterial. In rare and exceptional circumstances, when there are factors outside the
auditor’s control that prevent the auditor from complying with a requirement, the
auditor, where possible, performs appropriate alternative audit procedures.*

A6.  Compliance with the requirements of Australian Auditing Standards relevant to the audit of a
single financial statement or of a specific element of a financial statement may not be

15 See ASA 200, paragraph 13(g).

6 See ASA 200, paragraph 13(f).

7 See ASA 200, paragraph 2.

8 ASAE 3000 Assurance Engagements Other than Audits or Reviews of Historical Financial Information.
¥ See ASA 200, paragraphs 14,18, 22, 23 and Aus 23.1.
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Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

practicable when the auditor is not also engaged to audit the entity’s financial report. In such
cases, the auditor often does not have the same understanding of the entity and its
environment, including its internal control, as an auditor who also audits the entity’s financial
report. The auditor also does not have the audit evidence about the general quality of the
accounting records or other accounting information that would be acquired in an audit of the
entity’s financial report. Accordingly, the auditor may need further evidence to corroborate
audit evidence acquired from the accounting records. In the case of an audit of a specific
element of a financial statement, certain Australian Auditing Standards require audit work that
may be disproportionate to the element being audited. For example, although the
requirements of ASA 570% are likely to be relevant in the circumstances of an audit of a
schedule of accounts receivable, complying with those requirements may not be practicable
because of the audit effort required. If the auditor concludes that an audit of a single financial
statement or of a specific element of a financial statement in accordance with Australian
Auditing Standards may not be practicable, the auditor may discuss with.management whether
another type of engagement might be more practicable.

Acceptability of the Financial Reporting Framework (Ref: Para. 8)

A7.  Asingle financial statement or a specific element of a financial statement may be prepared in
accordance with an applicable financial reporting framework that is based on-a financial
reporting framework established by an authorised or recognised standards setting organisation
for the preparation-of a complete set of financial report (for example, Australian Accounting
Standards). If this is the case, determination of the acceptability of the applicable framework
may involve considering whether that framewaork includes all the requirements of the
framework on which it is based that are relevant to'the presentation of a single financial
statement or of a specific element of a financial statement that provides adequate disclosures.

Form of Opinion (Ref: Para. 9)

A8.  The form of opinion to‘be expressed by the auditor depends on the applicable financial
reporting frameworkand any applicable laws or regulations.* In accordance with ASA 700:%

@ When expressing an unmodified opinion on a financial report prepared in accordance
with a fair presentation framework, the auditor’s opinion, unless otherwise required by
law or regulation, uses one of the following phrases:

Q) the financial report presents fairly, in all material respects, in accordance with
[the applicable financial reporting framework]; or

(i) the financial report gives a true and fair view in accordance with [the
applicable financial reporting framework]; and

(b) When expressing an unmodified opinion on a financial report prepared in accordance
with a compliance framework, the auditor’s opinion states that the financial report is
prepared, in all material respects, in accordance with [the applicable financial
reporting framework].

A9, In the case of a single financial statement or of a specific element of a financial statement, the
applicable financial reporting framework may not explicitly address the presentation of the
financial statement or of the specific element of the financial statement. This may be the case
when the applicable financial reporting framework is based on a financial reporting framework
established by an authorised or recognised standards setting organisation for the preparation of
a complete set of financial report (for example, Australian Accounting Standards). The
auditor therefore considers whether the expected form of opinion is appropriate in the light of

2 ASA 570 Going Concern.
2L See ASA 200, paragraph 8.
22 See ASA 700, paragraphs 25-26.
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the applicable financial reporting framework. Factors that may affect the auditor’s
consideration as to whether to use the phrases “presents fairly, in all material respects,” or
“gives a true and fair view” in the auditor’s opinion include:

. Whether the applicable financial reporting framework is explicitly or implicitly
restricted to the preparation of a financial report.

. Whether the single financial statement or the specific element of a financial statement
will:
o Comply fully with each of those requirements of the framework relevant to the

particular financial statement or the particular element, and the presentation of
the financial statement or the specific element of afinancial statement include
the related disclosures.

o If necessary to achieve fair presentation, provide disclosures beyond those
specifically required by the framework or, in exceptional circumstances,
depart from a requirement of the framework.

The auditor’s decision as to the expected form of opinion is a matter of professional
judgement. It may be affected by whether use of the phrases “presents fairly, in all material
respects,” or “gives-atrue and fair view” in the auditor’s opinion on a single financial
statement or on'a specific element of a financial statement prepared in accordance with a fair
presentation framework is'generally accepted.in the particular jurisdiction.

Considerations When Planning and Performing the Audit (Ref: Para. 10)

A10.

All.

Al2.

Al3.

The relevance of each of the Australian-Auditing Standards requires careful consideration.
Even when only a specific element of a financial statement |s the subject of the audit,
Australian Auditing Standards such as ASA 240, ASA 550** and ASA 570 are, in pr|n0|ple
relevant. This is because the element could be misstated as a result of fraud, the effect of
related party transactions, or the incorrect application of the going concern basis of accounting
under the applicable financial reporting framework.

ASA 260 requires the auditor to determine the appropriate person(s) within the entity’s
governance structure with whom to communicate.” ASA 260 notes that, in some cases, all of
those charged with governance are involved in managing the entlty, and the application of
communication requirements is modified to recognise this position.”® When a financial report
is also prepared by the entity, those person(s) responsible for the oversight of the preparation
of the single financial statement or the element may not be the same as those charged with
governance responsible for the oversight of the preparation of the financial report.

Furthermore, Australian Auditing Standards are written in the context of an audit of a financial
report; they are to be adapted as necessary in the circumstances when applled to the audit of a
single financial statement?’ or of a specific element of a financial statement.”® For example,
written representations from management about the financial report would be replaced by
written representations about the presentation of the financial statement or the element in
accordance with the applicable financial reporting framework.

Matters included in the auditor’s report on the financial report may have implications for the
audit of a single financial statement or of an element of a financial statement (see
paragraph 14). When planning and performing an audit of a single financial statement or a

23

ASA 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of a Financial Report.

24 ASA 550 Related Parties.

25

See ASA 260 Communication with Those Charged with Governance, paragraph 11.

% See ASA 260, paragraph 10(b), 13, A1l (third bullet), A2 and A8.
27 See ASA 200, paragraph 2.
% See ASA 200, paragraph 2.
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specific element of a financial statement in conjunction with the audit of the entity’s financial
report, the auditor may be able to use audit evidence obtained as part of the audit of the
financial report in the audit of the financial statement or the element. Australian Auditing
Standards, however, require the auditor to plan and perform the audit of the financial
statement or element to obtain sufficient appropriate audit evidence on which to base the
opinion on the financial statement or on the element.

Al4. The individual financial statements that comprise a financial report, and many of the specific
elements of that financial report, including their related disclosures, are interrelated.
Accordingly, when auditing a single financial statement or a specific element of a financial
statement, the auditor may not be able to consider the financial statement or the element in
isolation. Consequently, the auditor may need to perform procedures-in.relation to the
interrelated items to meet the objective of the audit.

Al15. Furthermore, the materiality determined for a single financial statement.or for a specific
element of a financial statement may be lower than the materiality determined for the entity’s
financial report; this will affect the nature, timing and extent of the audit procedures and the
evaluation of uncorrected misstatements.

Forming an Opinion and Reporting Considerations (Ref: Para. 11)

Al16. ASA 700 requires.the auditor, in forming an opinion, to evaluate whether the financial report
provides adequate disclosures to.enable the intended users to understand the effect of material
transactions and events on the information conveyed in the financial report.® In the case of a
single financial statement or of a specific element of a financial statement, it is important that
the financial statement or the element, in view of the requirements of the applicable financial
reporting framework, provides adequate disclosures to enable the intended users to understand
the information conveyed'in the financial statement or the element, and the effect of material
transactions and events on the information conveyed in the financial statement or the element.

Al7. Appendix 2 contains'illustrations of independent auditor’s reports on a single financial
statement and on a specific element of a financial statement. Other illustrations of auditor’s
reports may be relevant to reporting on a single financial statement or on a specific element of
a financial statement (see, for example, the Appendices to ASA 700, ASA 705, ASA 570,
ASA 720, and ASA 706).

Application of ASA 700 When Reporting on a Single Financial Statement or on a Specific Element of a
Financial Statement

Al18. Paragraph 11 of this Auditing Standard explains that the auditor is required to apply the
requirements in ASA 700, adapted as necessary in the circumstances of the engagement, when
forming an opinion and reporting on a single financial statement or on a specific element of a
financial statement. In doing so, the auditor is also required to apply the reporting
requirements in other Australian Auditing Standards adapted as necessary in the circumstances
of the engagement, and may find the considerations addressed in paragraphs A19-A21 below
helpful.

Going Concern

A19. Depending on the applicable financial reporting framework used in the preparation of the
single financial statement or the specific element of a financial statement, the description in
the auditor's report of management’s responsibilities®® relating to going concern may need to
be adapted as necessary. The description in the auditor’s report of the auditor’s

2 gSee ASA 700, paragraph 13(e).
% See ASA 700, paragraphs 34(b) and A48.
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responsibilities®* may also need to be adapted as necessary depending on how ASA 570
applies in the circumstances of the engagement.

Key Audit Matters

A20. ASA 700 requires the auditor to communicate key audit matters in accordance with ASA 701
for audits of a general purpose financial report of listed entities.** For audits of a single
financial statement or a specific element of a financial statement, ASA 701 only applies when
communication of key audit matters in the auditor’s report on such financial report or elements
is required by law or regulation, or the auditor otherwise decides to communicate key audit
matters. When key audit matters are communicated in the auditor’s report on a single
financial3 3statement or a specific element of a financial statement, ASA.701 applies in its
entirety.

Other Information

A21. ASA 720 deals with the auditor’s responsibilities relating to other information. In the context
of this Auditing Standard, reports containing or accompanying the single financial statement
or specific element of a financial statement—the purpose of which is to provide owners (or
similar stakeholders) with information on matters presented in the single financial statement or
the specific element of a financial statement—<are considered to be annual reports for purposes
of ASA 720. Whenthe auditor determines that the‘entity plans to issue such a report, the
requirements-in ASA 720 apply to the audit of the single financial statement or the element.

Name of the Engagement Partner

A22. The requirement in ASA 700 for the auditor to include the name of the engagement partner in
the auditor’s report also applies to audits of smgle financial report of listed entities or specific
elements of financial report of listed entities.* The auditor may be required by law or
regulation to include thé name of the engagement partner in the auditor’s report or may
otherwise decide to.do so when reporting on a single financial statement or on an element of a
financial statement of entities other than listed entities.

Reporting on the Entity’s Financial report and on a Single Financial Statement or on a Specific
Element of a Financial Statement (Ref: Para. 14)

Considering the Implications of Certain Matters Included in the Auditor’s Report on the Entity’s
Financial report for the Audit of the Single Financial Statement or the Specific Element of a Financial
Statement and for the Auditor’s Report Thereon

A23. Paragraph 14 requires the auditor to consider the implications, if any, of certain matters
included in the auditor’s report on the financial report for the audit of the single financial
statement or the specific element of a financial statement and for the auditor’s report thereon.
Considering whether a matter included in the auditor’s report on a financial report is relevant
in the context of an engagement to report on a single financial statement or a specific element
of a financial statement involves professional judgement.

A24. Factors that may be relevant in considering those implications include:
. The nature of the matter(s) being described in the auditor’s report on the financial

report and the extent to which it relates to what is included in the single financial
statement or a specific element of a financial statement.

3 See ASA 700, paragraphs 39(b)(iv).

% See ASA 700, paragraph 30.

% See ASA 700, paragraph 31.

3 See ASA 700, paragraphs 46 and A61-AB3.
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A25.

A26.

. The pervasiveness of the matter(s) described in the auditor’s report on the financial
report.

. The nature and extent of the differences between the applicable financial reporting
frameworks.

° The extent of the difference between the period(s) covered by the financial report

compared to the period(s) or dates of the single financial statement or the element of a
financial statement.

. The time elapsed since the date of the auditor’s report on the financial report.

For example, in the case when there is a qualification of the auditor’s opinion in relation to
accounts receivable in the auditor’s report on the financial report, and the'single financial
statement includes accounts receivable, or the specific element of a financial statement relates
to accounts receivable, it is likely that there would be implications for.the audit. On the other
hand, if the qualification of the auditor’s opinion on the financial report relates to
classification of long-term debt, then it is less likely that there would be implications for an
audit of the single financial statement that is the income statement, or if the specific element of
the financial statement relates to accounts receivable.

Key audit matters that are communicated in the auditor’s report on the financial report may
have implications for an audit of a single financial statement or the specific element of the
financial-statement. The information included'in the Key Audit Matters section about how the
matter was addressed in the audit of the financial report may be useful to the auditor’s
determination of how to address the matter when'it is relevant to the audit of the single
financial statement or the specific element of the financial statement.

Inclusion of a reference to the auditor’s report on the financial report

A27.

Even when certain matters included in the auditor’s report on the financial report do not have
implications for.the audit of, or for the auditor’s report on, the single financial statement or the
specific element of a financial statement, the auditor may deem it appropriate to refer to the
matter(s) in an Other Matter paragraph in an auditor’s report on the single financial statement
or on the specific element of a financial statement (see ASA 706).* For example, the auditor
may consider it appropriate to refer in the auditor’s report on the single financial statement or
a specific element of the financial statement to a Material Uncertainty Related to Going
Concern section included in the auditor’s report on the financial report.

Adverse Opinion or Disclaimer of Opinion in the Auditor’s Report on the Entity’s Financial
report (Ref: Para. 15)

A28.

In the auditor’s report on an entity’s financial report, the expression of a disclaimer of opinion
regarding the results of operations and cash flows, where relevant, and an unmodified opinion
regarding the financial position is permitted since the disclaimer of opinion is being issued in
respect of the results of operations and cash flows only and not in respect of the financial
report as a whole.*

35
36

See ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report, paragraphs 10-11.
See ASA 510 Initial Audit Engagements—Opening Balances, paragraph A8, and ISA 705, paragraph A16.
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Appendix 1

(Ref: Para.A3)

Examples of Specific Elements, Accounts or Items of a Financial Statement

Accounts receivable, allowance for doubtful accounts receivable, inventory, the liability for
accrued benefits of a private superannuation plan, the recorded value of identified intangible
assets, or the liability for “incurred but not reported” claims in an insurance portfolio,
including related notes.

A schedule of externally managed assets and income of a private superannuation plan,
including related notes.

A schedule of net tangible assets, including related notes.
A schedule of disbursements in relation to a lease property, including explanatory notes.

A schedule of profit participation or employee bonuses, including explanatory notes.
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Appendix 2
(Ref: Para. A17)

Ilustrations of Independent Auditor’s’ Reports on a Single Financial Statement
and on a Specific Element of a Financial Statement

o Illustration 1: An auditor’s report on a single financial statement of an entity other than a listed
entity prepared in accordance with a general purpose framework (for purposes of this
illustration, a fair presentation framework).

o Illustration 2: An auditor’s report on a single financial statement of an entity other than a listed
entity prepared in accordance with a special purpose framework (for purpases of this
illustration, a fair presentation framework).

[lustration 3: An auditor’s report on a specific element, of a financial statement of a listed
entity prepared in accordance with a special purpose framework (for purposes of this
illustration, a compliance framework)
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Example Auditor’s Report
General Purpose — Financial Statement — Statement of
Financial Position
(Fair Presentation Framework)

Ilustration 1:
For purposes of this illustrative auditor’s report, the following circumstances are assumed:
. Audit of a balanee-sheetstatement of financial position (that is, a single financial statement)

of an entity other than a listed entity. The single financial statement is not prepared under
the Corporations Act 2001.

. The balanee-sheetstatement of financial position has been prepared by management of the
entity in accordance with the requirements of the Financial Reporting Framework in
Jurisdiction X relevant to preparing a balanee-sheetstatement of financial position.

. The terms of the audit engagement reflect the deseription of management’s responsibility for
the financial report in ASA 210.

° The applicable financial reporting framework is afair presentation framework designed to
meet the common financial information needs.of a wide range of-users.

. The auditor has determined that it is appropriate to use the phrase “presents fairly, in all
material respects,” in the auditor’s opinion.

° The relevant ethical requirements that-apply to the audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

o Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
exists related to events or conditions that may cast significant doubt on the entity’s ability to
continue as a going concern in accordance with ASA 570(Revised}. The disclosure of the
material uncertainty in the single financial statement is adequate.

o The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701 in the context of the audit of the balance-sheetstatement of
financial position.

° The auditor has determined that there is no other information (i.e., the requirements of
ASA 720-(Revised} do not apply).
° Those responsible for oversight of the financial statement differ from those responsible for

the preparation of the financial statement.

° The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the balance-sheetstatement of financial position of ABC Company (the Company) as

at 31 December 20X1 and notes to the financial statement, including a summary of significant
accounting policies (together “the financial statement”).
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In our opinion, the accompanying financial statement presents fairly, in all material respects, the
financial position of the Company as at 31 December 20X1 in accordance with those requirements of
the Financial Reporting Framework in Jurisdiction X relevant to preparing such a financial
statement.[Opinion section positioned first as required in ASA 700.(Rewvised)]

Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing-tASAs}. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statement section of our report. We are independent of the Company in
accordance with the ethical requirements_of the Accounting Professional and Ethical Standards
Board’s APES 110 Code of Ethics for Professional Accountants (the code) that are relevant to our
audit of the financial statement in-fjurisdiction} Australia, and we have fulfilled our other ethical
responsibilities in accordance with these-that requwememscode We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our‘opinion./ [The first and last
sentences in this section used to be in the Auditor’s Responsibility section. Also, the Basis for
Opinion section is positioned immediately after the Opinion section as required in ASA 700

]

Material Uncertainty Related to Going Concern

We draw attention to Note 6 in the financial statement, which indicates that the Company incurred a
net loss of ZZZ during the 'year ended 31 December 20X1'and, as of that date, the Company’s current
liabilities exceeded:-its total assets by YYY. As stated in Note 6, these events or conditions, along with
other matters as 'set forth in Note 6, indicate that a material uncertainty exists that may cast significant
doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in respect
of this matter.

ResponSlbllltleS of Management’s® and Those Charged with Governance for the Financial
Statement™

Management is responsible-for the preparation and fair presentation of the financial statement in
accordance with those requirements of the Financial Reporting Framework in Jurisdiction X relevant
to preparing such-a financial statement, and for such internal control as management determines is
necessary to enable the preparation of a financial statement that is free from material misstatement,
whether due to fraud or error.

In preparing the financial statement, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statement

Our objectives are to obtain reasonable assurance about whether the financial statement as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ASAs-Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial statement.

57 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Throughout these illustrative auditor’s reports, the terms management and those charged with governance may need to be replaced by
another term that is appropriate in the context of the legal framework in the particular jurisdiction.
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Paragraph 41(b) of ASA 700-({Revised} explains that the shaded material below can be located in an Appendix to the
auditor’s report.

Paragraph 41(c) of ASA 700-(Revised) explains that when law, regulation or national auditing standards expressly permit,
reference can be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities,
rather than including this material in the auditor’s report, provided that the description on the website addresses, and is not
inconsistent with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the
auditor’s responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the
website address is http://www.auasb.gov.au/Home.aspx

° As part of an audit in accordance with ASAsAustralian Auditing Standards, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:
. Identify and assess the risks of material misstatement of the financial statement, whether due to fraud or error,

design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the entity’s preparation and fair presentation of the financial
statement audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates, if any,
and related disclosures made by management.;
. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the

audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statement, including the disclosures, and
whether the financial statement represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Date of the auditor’s report]

[Auditor’s address]

¥ In circumstances when the auditor also has responsibility to express an opinion on the effectiveness of internal control in conjunction

with the audit of the financial statement, this sentence would be worded as follows: “In making those risk assessments, the auditor_
considers internal control relevant to the entity’s preparation and fair presentation of the financial statement in order to design audit
procedures that are appropriate in the circumstances.” This sentence would be modified, as appropriate, in circumstances when the
auditor also has responsibility to issue an opinion on the effectiveness of internal control in conjunction with the audit of the financial
statement.

The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Example Auditor’s Report
General Purpose — Financial Statement — Statement of
Cash Receipts and Disbursements
(Fair Presentation Framework)

Bate}

IIIustratio_n 2:-Anay

£ -a Re+e raneia '

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

o Audit of a statement of cash receipts and disbursements (that is,a single financial statement)
of an entity other than a listed entity._The single financial statement is not prepared under
the Corporations Act 2001.

° An auditor’s report on the eomplete-set-of-financial report was not issued.

° The financial statement has been prepared by management of the entity in accordance with
the cash receipts and disbursements basis of accounting to respond to a request for cash flow
information received from a creditor. IManagement has a choice of financial reporting
frameworks.

° The applicable financial reporting framework is a fair Presentation framework designed to
meet the financial information needs of specific users.*

. The auditor has concluded an unmodified (i.e., “clean’) opinion is appropriate based on the
audit evidence obtained.

. The auditor has determined that it is appropriate to use the phrase “presents fairly, in all
material respects,”in the auditor’s opinion.

° The relevant ethical requirements that apply to the audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

. Distribution or use of the auditor’s report is not restricted.

o Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events or conditions that may cast significant doubt on the entity’s
‘ ability to continue as a going concern in accordance with ASA 570-(Revised).

o The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701 in the context of the audit of the statement of cash receipts and
disbursements.

° The auditor has determined that there is no other information (i.e., the requirements of
‘ ASA 720{Revised) do not apply).
. Management is responsible for the preparation of the financial statement and oversight of the

financial reporting process to prepare this financial statement.

. The auditor has no other reporting responsibilities required under law or regulation.

| “  ASA 800-(Revised) contains requirements and guidance on the form and content of financial statements prepared in accordance with a

special purpose framework.
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INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Opinion

We have audited the statement of cash receipts and disbursements of ABC Company (the Company)
for the year ended 31 December 20X1 and notes to the statement of cash receipts and disbursements,
including a summary of significant accounting policies (together “the financial statement”).

In our opinion, the accompanying financial statement presents fairly, in all material respects, the cash
receipts and disbursements of the Company for the year ended 31 December 20X1 in accordance with
the cash receipts and disbursements basis of accounting described in Note X« [Opinion section
positioned first as required in ASA 700-(Revised)}].

Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing-tASAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statement section of our report. We-are independent of the Company in
accordance with the ethical requirements_of the Accounting Professional and Ethical Standards
Board’s APES 110 Code of Ethics for Professional Accountants (the code) -that are relevant to our
audit of the financial statement in-furisdictien} Australia; and we have fulfilled our other ethical
responsibilities in accordance with these-that requwememscode We believe that the audit evidence
we have obtained is sufficient and appropriate to proyide a basis forour opinion. [The first and last
sentences in this section used to be in the Auditor’s Responsibility section. Also, the Basis for
Opinion section is positioned immediately after the Opinion section as required in ASA 700

]

Emphasis of Matter — Basis of/Accounting

We draw attention to Note X to the financial statement, which describes the basis of accounting. The
financial statement is prepared to provide information to XYZ Creditor. As a result, the statement
may not be suitable for another purpose. Our opinion is not modified in respect of this matter.

Respons1blllt1es of Management’s*' and Those Charged with Governance for the Financial
Statement™

Management is responsible for preparation and fair presentation of the financial statement in
accordance with the cash receipts and disbursements basis of accounting described in Note X; this
includes determining that the cash receipts and disbursements basis of accounting is an acceptable
basis for the preparation of the financial statement in the circumstances, and for such internal control
as management determines is necessary to enable the preparation of a financial statement that is free
from material misstatement, whether due to fraud or error.

In preparing the financial statement, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statement

Our objectives are to obtain reasonable assurance about whether the financial statement as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an

41

2 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.

Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction.
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audit conducted in accordance with ASAs-Australian Auditing Standards will always detect a material
misstatement when it exists._ Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial statement.

Paragraph 41(b) of ASA 700-(Rewvised) explains that the shaded material below can be located in an Appendix to the
auditor’s report.

Paragraph 41(c) of ASA 700 (Revised) explains that when law, regulation or national auditing standards expressly permit,
reference can be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities,
rather than including this material in the auditor’s report, provided that the description on the website addresses, and is not
inconsistent with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the
auditor’s responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the
website address is http://www.auasb.gov.au/Home.aspx

As part of an audit in accordance with ASAsAustralian Auditing Standards, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statement, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statement or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates, if any,
and related disclosures made by management.
. Evaluate the overall presentation, structure and content of the financial statement, including the disclosures, and

whether the financial statement represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Date of the auditor’s report]

[Auditor’s address]
tBate}

* This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the

effectiveness of internal control in conjunction with the audit of the financial statement.
The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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[lustration 3: An auditor’s report on a specific element of a financial statement of a listed entity
prepared in accordance with a special purpose framework{Hra].

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

. Audit of an accounts receivable schedule (that is, element, account or item of a financial
statement).
. The financial information has been prepared by management of the entity in accordance with

the financial reporting provisions established by a regulator to meet the requirements of that
regulator. Management does not have a choice of financial reporting frameworks.

o The applicable financial reporting framework is a compliance framework designed to meet
the financial information needs of specific users.*

. The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

. The auditor has concluded an unmodified (i.e., “‘clean”) opinion is appropriate based on the
audit evidence obtained.

° The relevant ethical requirements.that apply to the audit are those of the jurisdiction.

. Distribution of the auditor’s report is restricted.

o Based on the audit evidence obtained, the auditor has concluded that a material uncertainty

does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern-in accordance with ASA 570 (Revised).

o The auditor is not required, and has otherwise not decided to communicate key audit matters
in accordance with/ASA 701 in the context of the audit of the accounts receivable schedule.

° The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 (Revised) do not apply).

o Those responsible for oversight of the financial statement differ from those responsible for
the preparation of the financial statement.

° The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT
[To the Shareholders of ABC Company or Other Appropriate Addressee]
Opinion

We have audited the accounts receivable schedule of ABC Company (the Company) as at
31 December 20X1 (“the schedule™).

In our opinion, the financial information in the schedule the Company as at 31 December 20X1 is
prepared, in all material respects, in accordance with [describe the financial reporting provisions
established by the regulator]. [Opinion section positioned first as required ASA 700 (Revised)]

* ASA 800 (Revised) contains requirements and guidance on the form and content of financial statements prepared in accordance with a
special purpose framework.
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Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing (ASASs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Schedule section of our report. We are independent of the Company in accordance with
the ethical requirements that are relevant to our audit of the schedule in [jurisdiction], and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. [The
first and last sentences in this section used to be in the Auditor’s Responsibility section. Also, the
Basis for Opinion section is positioned immediately after opinion section as required in ASA 700
(Revised).]

Emphasis of Matter — Basis of Accounting and Restriction on Distribution

We draw attention to Note X to the schedule, which describes the basis of accounting. The schedule is
prepared to assist the Company to meet the requirements of Regulator DEF. As a result, the schedule
may not be suitable for another purpose. Our report is intended solely for.the Company and Regulator
DEF and should not be distributed to parties other than the Company-or Regulator DEF. Our opinion
is not modified in respect of this matter.

Responsibilities of Management’s* and Those Charged with Governance for the' Schedule®

Management is responsiblefor the preparation of the schedule in accordance with [describe the
financial reporting provisions established by the regulator], and for such internal control as
management determines is necessary to enable the preparation of the schedule that is free from
material misstatement, whether due to fraud or error,

In preparing the schedule, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as‘applicable, matters relating to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the schedule is free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ASAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of this
schedule.

Paragraph 41(b) of ASA 700 (Revised) explains that the shaded material below can be located in an
Appendix to the auditor’s report. Paragraph 41(c) of ASA 700 (Revised) explains that when law,
regulation or national auditing standards expressly permit, reference can be made to a website of an
appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses,
and is not inconsistent with, the description of the auditor’s responsibilities below.

As part of an audit in accordance with ASAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

45

o Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction
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Identify and assess the risks of material misstatement of the schedule, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.*’

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the schedule or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to-.continue as a going concern.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates, if any, and related disclosures made by management,

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that- we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

The engagement partner on the audit resulting in this independent auditor’s report is [name].

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for
the particular jurisdiction]

[Auditor’s address]

[Date]

4T This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the

effectiveness of internal control in conjunction with the audit of the schedule.
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Summary of D_if_ferences Attachment to ED 02/16

Summary of Differences — Proposed Revised ASA 805 and Existing
ASA 805

Summary of Main Differences — ASA 805 and Existing ASA 805

The summary below outlines the main differences (excluding editorial amendments) between this
proposed Auditing Standard and existing ASA 805. This summary should not be used as a complete
list of all changes made.

o The enhancements from the new and revised auditor reporting standards would apply to
ASA 805 engagements. However the reporting requirements in ASA 700are not repeated in
ASA 805 (Proposed Revised). ASA 700 contains the overarching reporting requirements
applicable for a special purpose financial report and only additional requirements and
guidance as considered necessary as included in ASA 805 (Proposed Revised).

o New application material to assist auditors properly apply the new and revised auditor
reporting standards in the context of ASA 805 (Proposed Revised) engagement.

o The auditor is required to include the name of the engagement partner in the auditor’s
report on a single financial statement.or a specific element of a financial statement.
(Ref. Para. A22)

o Align the layout and content of the illustrative reports with the reporting requirements in
ASA 700.
o Incorporate changes as a result of the release of ASA 720.
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PREFACE

Reasons for Issuing ED 02/16

The AUASB issues Exposure Draft ED 02/16 of proposed Auditing Standard ASA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement pursuant to the requirements of the legislative provisions and the Strategic
Direction explained below.

The AUASB is an independent statutory committee of the Australian Government established under
section 227A of the Australian Securities and Investments Commission Act 2001, as amended
(ASIC Act). Under section 336 of the Corporations Act 2001, the AUASB may make Auditing
Standards for the purposes of the corporations legislation. These Auditing Standards are legislative
instruments under the Legislative Instruments Act 2003.

Under the Strategic Direction given to the AUASB by the Financial Reporting Council (FRC), the
AUASB is required, inter alia, to develop auditing standards that have a clear public interest focus and
are of the highest quality.

Main Proposals

This proposed Auditing Standard represents the Australian equivalent of revised ISA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement and will replace the current ASA 805 issued by the AUASB in October 2009 (as
amended).

This proposed Auditing Standard contains differences from the revised ISA 805, which have been

made to accord with the Australian legislative environment and to maintain audit quality where the
AUASB has considered there are compelling reasons to do so.

Proposed Operative Date

It is intended that this proposed Auditing Standard will be operative for financial reporting periods
commencing on or after 15 December 2016.

Request for Comments

Comments are invited on this Exposure Draft of the proposed re-issuance of ASA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement by no later than 31 May 2016. The AUASB is seeking comments from
respondents on the following questions:

1. Have applicable laws and regulations been appropriately addressed in the proposed standard?

2. Are there any laws or regulations that may, or do, prevent or impede the application of the
proposed standard, or may conflict with the proposed standard?

3. What, if any, are the additional significant costs to/benefits for auditors and the business
community arising from compliance with the main changes to the requirements of this
proposed standard? If there are significant costs, do these outweigh the benefits to the users of
audit services?

4. Avre there any other significant public interest matters that constituents wish to raise?

The AUASB prefers that respondents express a clear opinion on whether the proposed Auditing
Standard, as a whole, is supported and that this opinion be supplemented by detailed comments,
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whether supportive or critical, on the above matters. The AUASB regards both supportive and critical
comments as essential to a balanced review of the proposed Auditing Standard.
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AUTHORITY STATEMENT

The Auditing and Assurance Standards Board (AUASB) makes this Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts
or Items of a Financial Statement pursuant to section 227B of the Australian Securities and
Investments Commission Act 2001 and section 336 of the Corporations Act 2001.

This Auditing Standard is to be read in conjunction with ASA 101 Preamble to Australian
Auditing Standards, which sets out the intentions of the AUASB on how the Australian Auditing
Standards, operative for financial reporting periods commencing on or after 1 January 2010, are
to be understood, interpreted and applied. This Auditing Standard is to be read also in
conjunction with ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Australian Auditing Standards.
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Conformity with International Standards on Auditing

This Auditing Standard conforms with International Standard on Auditing ASA 805 Special
Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement issued by the International Auditing and Assurance Standards Board (IAASB), an
independent standard-setting board of the International Federation of Accountants (IFAC).

Paragraphs that have been added to this Auditing Standard (and do not appear in the text of the
equivalent ISA are identified with the prefix “Aus”.

This Auditing Standard incorporates terminology and definitions used in Australia.

Compliance with this Auditing Standard enables compliance with ISA 805.
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AUDITING STANDARD ASA 805

Special Considerations—Audits of Single Financial Statements and Specific
Elements, Accounts or Items of a Financial Statement

Application
Aus 0.1 This Auditing Standard applies to:

@ an audit of a financial report for a financial year, or an audit of a financial
report for a half-year, in accordance with the Corporations Act 2001; and

(b) an audit of a financial report, or a complete set of financial statements, for any
other purpose.

Aus 0.2 This Auditing Standard also applies, as appropriate, to an audit of other historical
financial information.

Operative Date

Aus 0.3 This Auditing Standard is operative for financial reporting periods commencing on or
after 15 December 2016.

Introduction
Scope of this Auditing Standard

1. The Australian Standards on Auditing in the 100—700 series apply to an audit of a financial
report and are to be adapted as necessary in the circumstances when applied to audits of other
historical financial information. This Auditing Standard deals with special considerations in
the application of those Australian Auditing Standards to an audit of a single financial
statement or of a specific element, account or item of a financial statement. The single
financial statement or the specific element, account or item of a financial statement may be
prepared in accordance with a general or speCIaI purpose framework. If prepared in
accordance with a special purpose framework, ASA 800" also applies to the audit.

(Ref: Para. A1-A4)

2. This Auditing Standard does not apply to the report of a component auditor, issued as a result
of work performed on the financial information of a component at the request of a group
engagement team for purposes of an audit of a group financial report (see ASA 600).”

3. This Auditing Standard does not override the requirements of the other Australian Auditing
Standards; nor does it purport to deal with all special considerations that may be relevant in
the circumstances of the engagement.

Effective Date

4. [Deleted by the AUASB. Refer Aus 0.3]

ASA 800 Special Considerations—Audits of Financial Statements Prepared in Accordance with Special Purpose Frameworks.

2 ASA 600 Special Considerations—Audits of Group Financial Statements (Including the Work of Component Auditors).
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Objective

5.

The objective of the auditor, when applying Australian Auditing Standards in an audit of a
single financial statement or of a specific element, account or item of a financial statement, is
to address appropriately the special considerations that are relevant to:

@) The acceptance of the engagement;

(b) The planning and performance of that engagement; and

(c) Forming an opinion and reporting on the single financial statement or on the specific
element, account or item of a financial statement.

Definitions

6.

For purposes of this Auditing Standard, reference to:

@ “Element of a financial statement” or “element” means an “element, account or item
of a financial statement;”

(b) “Australian Accounting Standards” means the Australian Accounting Standards issued
by the Australian Accounting Standards Board; and

(c) A single financial statement or to a specific element of a financial statement includes
the related disclosures. (Ref: Para. A2)

Requirements

Considerations When Accepting the Engagement

Application of Australian Auditing Standards

7.

ASA 200 requires the auditor to comply with all Australian Auditing Standards relevant to the
audit.® In the case of an audit of a single financial statement or of a specific element of a
financial statement, this requirement applies irrespective of whether the auditor is also
engaged to audit the entity’s financial report. If the auditor is not also engaged to audit the
entity’s financial report, the auditor shall determine whether the audit of a single financial
statement or of a specific element of those financial report in accordance with Australian
Auditing Standards is practicable. (Ref: Para. A5-A6)

Acceptability of the Financial Reporting Framework

8.

ASA 210 requires the auditor to determine the acceptability of the financial reporting
framework applied in the preparation of the financial report.* In the case of an audit of a
single financial statement or of a specific element of a financial statement, this shall include
whether application of the financial reporting framework will result in a presentation that
provides adequate disclosures to enable the intended users to understand the information
conveyed in the financial statement or the element, and the effect of material transactions and
events on the information conveyed in the financial statement or the element. (Ref: Para. A7)

3

See ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards on
Auditing, paragraph 18.
See ASA 210 Agreeing the Terms of Audit Engagements, paragraph 6(a).
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Form of Opinion

9. ASA 210 requires that the agreed terms of the audit engagement include the expected form of
any reports to be issued by the auditor.® In the case of an audit of a single financial statement
or of a specific element of a financial statement, the auditor shall consider whether the
expected form of opinion is appropriate in the circumstances. (Ref: Para. A8-A9)

Considerations When Planning and Performing the Audit

10. ASA 200 states that Australian Auditing Standards are written in the context of an audit of a
financial report; they are to be adapted as necessary in the circumstances when applied to
audits of other historical financial information.®” In planning and performing the audit of a
single financial statement or of a specific element of a financial statement, the auditor shall
adapt all Australian Auditing Standards relevant to the audit as necessary in the circumstances
of the engagement. (Ref: Para. A10-A14)

Forming an Opinion and Reporting Considerations

11. When forming an opinion and reporting on a single financial statement or on a specmc
element of a financial statement, the auditor shall apply the requirements in ASA 700,? and,
when applicable, ASA 800 adapted as necessary in the circumstances of the engagement.
(Ref: Para. A16-A22)

Reporting on the Entity’s Financial report and on a Single Financial Statement or on a Specific
Element of that Financial report

12. If the auditor undertakes an engagement to report on a single financial statement or on a
specific element of a financial statement in conjunction with an engagement to audit the
entity’s financial report, the auditor shall express a separate opinion for each engagement.

13. The audited single financial statement or the audited specific element of a financial statement
may be published together with the entity’s audited financial report. If the auditor concludes
that the presentation of the single financial statement or of the specific element of a financial
statement does not differentiate it sufficiently from the financial report, the auditor shall ask
management to rectify the situation. Subject to paragraphs 15 and 16, the auditor shall also
differentiate the opinion on the single financial statement or on the specific element of a
financial statement from the opinion on the financial report. The auditor shall not issue the
auditor’s report containing the opinion on the single financial statement or on the specific
element of a financial statement until satisfied with the differentiation.

Considering the Implications of Certain Matters Included in the Auditor’s Report on the Entity’s
Financial report for the Audit of the Single Financial Statement or the Specific Element of a Financial
Statement and for the Auditor’s Report Thereon
14. If the auditor’s report on an entity’s financial report includes:

@ A modified, opinion in accordance with ASA 705;°

(b) An Empha5|s of Matter paragraph or an Other Matter paragraph, in accordance with
ASA 706,"°

5 See ASA 210, paragraph 10(e).

®  See ASA 200, paragraph 2.

ASA 200, paragraph 13(f), explains that the term “financial statements” ordinarily refers to a complete set of financial statements as
determined by the requirements of the applicable financial reporting framework.

ASA 700 Forming an Opinion and Reporting on Financial Statements.

ASA 705 Modifications to the Opinion in the Independent Auditor’s Report.

ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report.
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(c) A Materlal Uncertalnty Related to Going Concern section in accordance with
ASA 570;"

(d) Communication of key audit matters in accordance with ASA 701:*

(e) A statement that describes an uncorrected material misstatement of the other
information in accordance with ASA 720;%

the auditor shall consider the implications, if any, that these matters have for the audit of the
single financial statement or of the specific element of a financial statement and for the
auditor’s report thereon. (Ref: Para. A23-A27)

Adverse Opinion or Disclaimer of Opinion in the Auditor’s Report on the Entity’s Financial report

15. If the auditor concludes that it is necessary to express an adverse opinion or disclaim an
opinion on the entity’s financial report as a whole, ASA 705 does not permit the auditor to
include in the same auditor’s report an unmodified opinion on a single financial statement that
forms part of that financial report or on a specific element of that financial report.** This is
because such an unmodified opinion would contradict the adverse opinion or disclaimer of
opinion on the entity’s financial report as a whole. (Ref: Para. A128)

16. If the auditor concludes that it is necessary to express an adverse opinion or disclaim an
opinion on the entity’s financial report as a whole but, in the context of a separate audit of a
specific element of that financial report, the auditor nevertheless considers it appropriate to
express an unmodified opinion on that element, the auditor shall only do so if:

@ The auditor is not prohibited by law or regulation from doing so;

(b) That opinion is expressed in an auditor’s report that is not published together with the
auditor’s report containing the adverse opinion or disclaimer of opinion; and

(©) The element does not constitute a major portion of the entity’s financial report.

17. The auditor shall not express an unmodified opinion on a single financial statement of a
financial report if the auditor has expressed an adverse opinion or disclaimed an opinion on
the financial report as a whole. This is the case even if the auditor’s report on the single
financial statement is not published together with the auditor’s report containing the adverse
opinion or disclaimer of opinion. This is because a single financial statement is deemed to
constitute a major portion of that financial report.

* * *x

11
12
13
14

See ASA 570 Going Concern, paragraph 22.

See ASA 701 Communicating Key Audit Matters in the Independent Auditor’s Report, paragraph 13.
See ASA 720 The Auditor’s Responsibilities Relating to Other Information, paragraph 22(e)(ii).

See ASA 705 Modifications to the Opinion in the Independent Auditor’s Report, paragraph 15.
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Application and Other Explanatory Material
Scope of this Auditing Standard (Ref: Para. 1, 6(c))

Al.  ASA 200 defines the term “historical financial information” as information expressed in
financial terms in relation to a particular entity, derived primarily from that entity’s accounting
system, about economic events occurrlng |n past time perlods or about economic conditions or
circumstances at points in time in the past.™

A2.  ASA 200 defines the term “financial statements” as a structured representation of historical
financial information, including disclosures related, intended to communicate an entity’s
economic resources or obligations at a point in time or the changes therein for a period of time
in accordance with a financial reporting framework. The term “financial statements”
ordinarily refers to a complete set of financial statements as determined by the requirements of
the applicable financial reporting framework, but can also refer to a single financial statement.
Disclosures comprise explanatory or descriptive information, set out as required, expressly
permitted or otherwise allowed by the applicable financial reporting framework, ,on the face of
a financial statement, or in the notes, or incorporated therein by cross-reference.’® As noted in
paragraph 6(c), reference to a single ‘financial statement or specific element of a financial
statement includes the related disclosures.

A3.  Australian Auditing Standards are written in the context of an audit of a financial report;'’ they
are to be adapted as necessary in the circumstances when applied to an audit of other historical
financial information, such as a single financial statement or a specific element of a financial
statement. This Auditing Standard assists in this regard. (Appendix 1 lists examples of such
other historical financial information.)

A4.  Areasonable assurance engagement other than an audit of historical financial information is
performed in accordance with Australian Standard on Assurance Engagements
(ASAE) 3000."

Considerations When Accepting the Engagement
Application of Australian Auditing Standards (Ref: Para. 7)
Ab. [Deleted by the AUASB. Refer Aus A5.1]

Aus A5.1 ASA 200 requires the auditor to comply with (a) relevant ethical requirements,
including those pertaining to independence, relating to financial report audit
engagements, and (b) all Australian Auditing Standards relevant to the audit. It also
requires the auditor to comply with each requirement of an Australian Auditing
Standard unless, in the circumstances of the audit, the entire Auditing Standard is not
relevant or the requirement is not relevant because it is conditional and the condition
does not exist, or application of the requirement(s) would relate to classes of
transactions, account balances or disclosures that the auditor has determined are
immaterial. In rare and exceptional circumstances, when there are factors outside the
auditor’s control that prevent the auditor from complying with a requirement, the
auditor, where possible, performs appropriate alternative audit procedures.*®

A6.  Compliance with the requirements of Australian Auditing Standards relevant to the audit of a
single financial statement or of a specific element of a financial statement may not be
practicable when the auditor is not also engaged to audit the entity’s financial report. In such

15 See ASA 200, paragraph 13(g).

6 See ASA 200, paragraph 13(f).

7 See ASA 200, paragraph 2.

8 ASAE 3000 Assurance Engagements Other than Audits or Reviews of Historical Financial Information.
¥ See ASA 200, paragraphs 14,18, 22, 23 and Aus 23.1.
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cases, the auditor often does not have the same understanding of the entity and its
environment, including its internal control, as an auditor who also audits the entity’s financial
report. The auditor also does not have the audit evidence about the general quality of the
accounting records or other accounting information that would be acquired in an audit of the
entity’s financial report. Accordingly, the auditor may need further evidence to corroborate
audit evidence acquired from the accounting records. In the case of an audit of a specific
element of a financial statement, certain Australian Auditing Standards require audit work that
may be disproportionate to the element being audited. For example, although the
requirements of ASA 570% are likely to be relevant in the circumstances of an audit of a
schedule of accounts receivable, complying with those requirements may not be practicable
because of the audit effort required. If the auditor concludes that an audit of a single financial
statement or of a specific element of a financial statement in accordance with Australian
Auditing Standards may not be practicable, the auditor may discuss with management whether
another type of engagement might be more practicable.

Acceptability of the Financial Reporting Framework (Ref: Para. 8)

A7.  Asingle financial statement or a specific element of a financial statement may be prepared in
accordance with an applicable financial reporting framework that is based on a financial
reporting framework established by an authorised or recognised standards setting organisation
for the preparation of a complete set of financial report (for example, Australian Accounting
Standards). If this is the case, determination of the acceptability of the applicable framework
may involve considering whether that framework includes all the requirements of the
framework on which it is based that are relevant to the presentation of a single financial
statement or of a specific element of a financial statement that provides adequate disclosures.

Form of Opinion (Ref: Para. 9)

A8.  The form of opinion to be expressed by the auditor depends on the applicable financial
reporting framework and any applicable laws or regulations.* In accordance with ASA 700:%

@ When expressing an unmodified opinion on a financial report prepared in accordance
with a fair presentation framework, the auditor’s opinion, unless otherwise required by
law or regulation, uses one of the following phrases:

(1) the financial report presents fairly, in all material respects, in accordance with
[the applicable financial reporting framework]; or

(i) the financial report gives a true and fair view in accordance with [the
applicable financial reporting framework]; and

(b) When expressing an unmodified opinion on a financial report prepared in accordance
with a compliance framework, the auditor’s opinion states that the financial report is
prepared, in all material respects, in accordance with [the applicable financial
reporting framework].

A9, In the case of a single financial statement or of a specific element of a financial statement, the
applicable financial reporting framework may not explicitly address the presentation of the
financial statement or of the specific element of the financial statement. This may be the case
when the applicable financial reporting framework is based on a financial reporting framework
established by an authorised or recognised standards setting organisation for the preparation of
a complete set of financial report (for example, Australian Accounting Standards). The
auditor therefore considers whether the expected form of opinion is appropriate in the light of
the applicable financial reporting framework. Factors that may affect the auditor’s

2 ASA 570 Going Concern.
2L See ASA 200, paragraph 8.
22 See ASA 700, paragraphs 25-26.

ED 02/16 -13- EXPOSURE DRAFT



Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

consideration as to whether to use the phrases “presents fairly, in all material respects,” or
“gives a true and fair view” in the auditor’s opinion include:

. Whether the applicable financial reporting framework is explicitly or implicitly
restricted to the preparation of a financial report.

. Whether the single financial statement or the specific element of a financial statement
will:
o Comply fully with each of those requirements of the framework relevant to the

particular financial statement or the particular element, and the presentation of
the financial statement or the specific element of a financial statement include
the related disclosures.

o If necessary to achieve fair presentation, provide disclosures beyond those
specifically required by the framework or, in exceptional circumstances,
depart from a requirement of the framework.

The auditor’s decision as to the expected form of opinion is a matter of professional
judgement. It may be affected by whether use of the phrases “presents fairly, in all material
respects,” or “gives a true and fair view” in the auditor’s opinion on a single financial
statement or on a specific element of a financial statement prepared in accordance with a fair
presentation framework is generally accepted in the particular jurisdiction.

Considerations When Planning and Performing the Audit (Ref: Para. 10)

A10.

All.

Al2.

Al3.

The relevance of each of the Australian Auditing Standards requires careful consideration.
Even when only a specific element of a financial statement is the subject of the audit,
Australian Auditing Standards such as ASA 240, ASA 550** and ASA 570 are, in principle,
relevant. This is because the element could be misstated as a result of fraud, the effect of
related party transactions, or the incorrect application of the going concern basis of accounting
under the applicable financial reporting framework.

ASA 260 requires the auditor to determine the appropriate person(s) within the entity’s
governance structure with whom to communicate.”® ASA 260 notes that, in some cases, all of
those charged with governance are involved in managing the entity, and the application of
communication requirements is modified to recognise this position.” When a financial report
is also prepared by the entity, those person(s) responsible for the oversight of the preparation
of the single financial statement or the element may not be the same as those charged with
governance responsible for the oversight of the preparation of the financial report.

Furthermore, Australian Auditing Standards are written in the context of an audit of a financial
report; they are to be adapted as necessary in the circumstances when applied to the audit of a
single financial statement? or of a specific element of a financial statement.”® For example,
written representations from management about the financial report would be replaced by
written representations about the presentation of the financial statement or the element in
accordance with the applicable financial reporting framework.

Matters included in the auditor’s report on the financial report may have implications for the
audit of a single financial statement or of an element of a financial statement (see

paragraph 14). When planning and performing an audit of a single financial statement or a
specific element of a financial statement in conjunction with the audit of the entity’s financial

23

ASA 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of a Financial Report.

24 ASA 550 Related Parties.

25

See ASA 260 Communication with Those Charged with Governance, paragraph 11.

% See ASA 260, paragraph 10(b), 13, A1 (third bullet), A2 and A8.
27 See ASA 200, paragraph 2.
% See ASA 200, paragraph 2.
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report, the auditor may be able to use audit evidence obtained as part of the audit of the
financial report in the audit of the financial statement or the element. Australian Auditing
Standards, however, require the auditor to plan and perform the audit of the financial
statement or element to obtain sufficient appropriate audit evidence on which to base the
opinion on the financial statement or on the element.

Al4. The individual financial statements that comprise a financial report, and many of the specific
elements of that financial report, including their related disclosures, are interrelated.
Accordingly, when auditing a single financial statement or a specific element of a financial
statement, the auditor may not be able to consider the financial statement or the element in
isolation. Consequently, the auditor may need to perform procedures in relation to the
interrelated items to meet the objective of the audit.

Al5. Furthermore, the materiality determined for a single financial statement or for a specific
element of a financial statement may be lower than the materiality determined for the entity’s
financial report; this will affect the nature, timing and extent of the audit procedures and the
evaluation of uncorrected misstatements.

Forming an Opinion and Reporting Considerations (Ref: Para. 11)

Al16. ASA 700 requires the auditor, in forming an opinion, to evaluate whether the financial report
provides adequate disclosures to enable the intended users to understand the effect of material
transactions and events on the information conveyed in the financial report.? In the case of a
single financial statement or of a specific element of a financial statement, it is important that
the financial statement or the element, in view of the requirements of the applicable financial
reporting framework, provides adequate disclosures to enable the intended users to understand
the information conveyed in the financial statement or the element, and the effect of material
transactions and events on the information conveyed in the financial statement or the element.

Al7. Appendix 2 contains illustrations of independent auditor’s reports on a single financial
statement and on a specific element of a financial statement. Other illustrations of auditor’s
reports may be relevant to reporting on a single financial statement or on a specific element of
a financial statement (see, for example, the Appendices to ASA 700, ASA 705, ASA 570,
ASA 720, and ASA 706).

Application of ASA 700 When Reporting on a Single Financial Statement or on a Specific Element of a
Financial Statement

Al18. Paragraph 11 of this Auditing Standard explains that the auditor is required to apply the
requirements in ASA 700, adapted as necessary in the circumstances of the engagement, when
forming an opinion and reporting on a single financial statement or on a specific element of a
financial statement. In doing so, the auditor is also required to apply the reporting
requirements in other Australian Auditing Standards adapted as necessary in the circumstances
of the engagement, and may find the considerations addressed in paragraphs A19-A21 below
helpful.

Going Concern

A19. Depending on the applicable financial reporting framework used in the preparation of the
single financial statement or the specific element of a financial statement, the description in
the auditor's report of management’s responsibilities® relating to going concern may need to
be adapted as necessary. The description in the auditor’s report of the auditor’s

2 gSee ASA 700, paragraph 13(e).
% See ASA 700, paragraphs 34(b) and A48.
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responsibilities®* may also need to be adapted as necessary depending on how ASA 570
applies in the circumstances of the engagement.

Key Audit Matters

A20. ASA 700 requires the auditor to communicate key audit matters in accordance with ASA 701
for audits of a general purpose financial report of listed entities.** For audits of a single
financial statement or a specific element of a financial statement, ASA 701 only applies when
communication of key audit matters in the auditor’s report on such financial report or elements
is required by law or regulation, or the auditor otherwise decides to communicate key audit
matters. When key audit matters are communicated in the auditor’s report on a single
financialasstatement or a specific element of a financial statement, ASA 701 applies in its
entirety.

Other Information

A21. ASA 720 deals with the auditor’s responsibilities relating to other information. In the context
of this Auditing Standard, reports containing or accompanying the single financial statement
or specific element of a financial statement—the purpose of which is to provide owners (or
similar stakeholders) with information on matters presented in the single financial statement or
the specific element of a financial statement—are considered to be annual reports for purposes
of ASA 720. When the auditor determines that the entity plans to issue such a report, the
requirements in ASA 720 apply to the audit of the single financial statement or the element.

Name of the Engagement Partner

A22. The requirement in ASA 700 for the auditor to include the name of the engagement partner in
the auditor’s report also applies to audits of smgle financial report of listed entities or specific
elements of financial report of listed entities.** The auditor may be required by law or
regulation to include the name of the engagement partner in the auditor’s report or may
otherwise decide to do so when reporting on a single financial statement or on an element of a
financial statement of entities other than listed entities.

Reporting on the Entity’s Financial report and on a Single Financial Statement or on a Specific
Element of a Financial Statement (Ref: Para. 14)

Considering the Implications of Certain Matters Included in the Auditor’s Report on the Entity’s
Financial report for the Audit of the Single Financial Statement or the Specific Element of a Financial
Statement and for the Auditor’s Report Thereon

A23. Paragraph 14 requires the auditor to consider the implications, if any, of certain matters
included in the auditor’s report on the financial report for the audit of the single financial
statement or the specific element of a financial statement and for the auditor’s report thereon.
Considering whether a matter included in the auditor’s report on a financial report is relevant
in the context of an engagement to report on a single financial statement or a specific element
of a financial statement involves professional judgement.

A24. Factors that may be relevant in considering those implications include:
. The nature of the matter(s) being described in the auditor’s report on the financial

report and the extent to which it relates to what is included in the single financial
statement or a specific element of a financial statement.

3 See ASA 700, paragraphs 39(b)(iv).

% See ASA 700, paragraph 30.

% See ASA 700, paragraph 31.

3 See ASA 700, paragraphs 46 and A61—A83.

ED 02/16 -16 - EXPOSURE DRAFT



Proposed Auditing Standard ASA 805
Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

A25.

A26.

. The pervasiveness of the matter(s) described in the auditor’s report on the financial
report.

. The nature and extent of the differences between the applicable financial reporting
frameworks.

° The extent of the difference between the period(s) covered by the financial report

compared to the period(s) or dates of the single financial statement or the element of a
financial statement.

. The time elapsed since the date of the auditor’s report on the financial report.

For example, in the case when there is a qualification of the auditor’s opinion in relation to
accounts receivable in the auditor’s report on the financial report, and the single financial
statement includes accounts receivable, or the specific element of a financial statement relates
to accounts receivable, it is likely that there would be implications for the audit. On the other
hand, if the qualification of the auditor’s opinion on the financial report relates to
classification of long-term debt, then it is less likely that there would be implications for an
audit of the single financial statement that is the income statement, or if the specific element of
the financial statement relates to accounts receivable.

Key audit matters that are communicated in the auditor’s report on the financial report may
have implications for an audit of a single financial statement or the specific element of the
financial statement. The information included in the Key Audit Matters section about how the
matter was addressed in the audit of the financial report may be useful to the auditor’s
determination of how to address the matter when it is relevant to the audit of the single
financial statement or the specific element of the financial statement.

Inclusion of a reference to the auditor’s report on the financial report

A27.

Even when certain matters included in the auditor’s report on the financial report do not have
implications for the audit of, or for the auditor’s report on, the single financial statement or the
specific element of a financial statement, the auditor may deem it appropriate to refer to the
matter(s) in an Other Matter paragraph in an auditor’s report on the single financial statement
or on the specific element of a financial statement (see ASA 706).* For example, the auditor
may consider it appropriate to refer in the auditor’s report on the single financial statement or
a specific element of the financial statement to a Material Uncertainty Related to Going
Concern section included in the auditor’s report on the financial report.

Adverse Opinion or Disclaimer of Opinion in the Auditor’s Report on the Entity’s Financial
report (Ref: Para. 15)

A28.

In the auditor’s report on an entity’s financial report, the expression of a disclaimer of opinion
regarding the results of operations and cash flows, where relevant, and an unmodified opinion
regarding the financial position is permitted since the disclaimer of opinion is being issued in
respect of the results of operations and cash flows only and not in respect of the financial
report as a whole.*

35
36

See ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report, paragraphs 10-11.
See ASA 510 Initial Audit Engagements—Opening Balances, paragraph A8, and ISA 705, paragraph A16.
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Appendix 1

(Ref: Para.A3)

Examples of Specific Elements, Accounts or Items of a Financial Statement

Accounts receivable, allowance for doubtful accounts receivable, inventory, the liability for
accrued benefits of a private superannuation plan, the recorded value of identified intangible
assets, or the liability for “incurred but not reported” claims in an insurance portfolio,
including related notes.

A schedule of externally managed assets and income of a private superannuation plan,
including related notes.

A schedule of net tangible assets, including related notes.
A schedule of disbursements in relation to a lease property, including explanatory notes.

A schedule of profit participation or employee bonuses, including explanatory notes.
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Appendix 2
(Ref: Para. A17)

Ilustrations of Independent Auditor’s’ Reports on a Single Financial Statement
and on a Specific Element of a Financial Statement

o [lustration 1: An auditor’s report on a single financial statement of an entity other than a listed
entity prepared in accordance with a general purpose framework (for purposes of this
illustration, a fair presentation framework).

o [lustration 2: An auditor’s report on a single financial statement of an entity other than a listed
entity prepared in accordance with a special purpose framework (for purposes of this
illustration, a fair presentation framework).

o Illustration 3: An auditor’s report on a specific element, of a financial statement of a listed

entity prepared in accordance with a special purpose framework (for purposes of this
illustration, a compliance framework)
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Example Auditor’s Report
General Purpose — Financial Statement — Statement of
Financial Position
(Fair Presentation Framework)

Illustration 1:

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

. Audit of a statement of financial position (that is, a single financial statement) of an entity
other than a listed entity. The single financial statement is not prepared under the
Corporations Act 2001.

o The statement of financial position has been prepared by management of the entity in

accordance with the requirements of the Financial Reporting Framework in Jurisdiction X
relevant to preparing a statement of financial position.

o The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

° The applicable financial reporting framework is a fair presentation framework designed to
meet the common financial information needs of a wide range of users.

. The auditor has determined that it is appropriate to use the phrase “presents fairly, in all
material respects,” in the auditor’s opinion.

° The relevant ethical requirements that apply to the audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

. Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
exists related to events or conditions that may cast significant doubt on the entity’s ability to
continue as a going concern in accordance with ASA 570. The disclosure of the material
uncertainty in the single financial statement is adequate.

. The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701 in the context of the audit of the statement of financial position.
. The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 do not apply).
° Those responsible for oversight of the financial statement differ from those responsible for

the preparation of the financial statement.

. The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT

[Appropriate Addressee]

Opinion

We have audited the statement of financial position of ABC Company (the Company) as at
31 December 20X1 and notes to the financial statement, including a summary of significant
accounting policies (together “the financial statement”).

In our opinion, the accompanying financial statement presents fairly, in all material respects, the
financial position of the Company as at 31 December 20X1 in accordance with those requirements of
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the Financial Reporting Framework in Jurisdiction X relevant to preparing such a financial
statement.[Opinion section positioned first as required in ASA 700.]

Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statement section of our report. We are independent of the Company in accordance with the
ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (the code) that are relevant to our audit of the financial statement
in Australia, and we have fulfilled our other ethical responsibilities in accordance with that code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion. [The first and last sentences in this section used to be in the Auditor’s Responsibility section.
Also, the Basis for Opinion section is positioned immediately after the Opinion section as required in
ASA 700.]

Material Uncertainty Related to Going Concern

We draw attention to Note 6 in the financial statement, which indicates that the Company incurred a
net loss of ZZZ during the year ended 31 December 20X1 and, as of that date, the Company’s current
liabilities exceeded its total assets by YYY. As stated in Note 6, these events or conditions, along with
other matters as set forth in Note 6, indicate that a material uncertainty exists that may cast significant
doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in respect
of this matter.

Responsibilities of Management’s®’ and Those Charged with Governance for the Financial
Statement®®

Management is responsible for the preparation and fair presentation of the financial statement in
accordance with those requirements of the Financial Reporting Framework in Jurisdiction X relevant
to preparing such a financial statement, and for such internal control as management determines is
necessary to enable the preparation of a financial statement that is free from material misstatement,
whether due to fraud or error.

In preparing the financial statement, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statement

Our objectives are to obtain reasonable assurance about whether the financial statement as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial statement.

57 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Throughout these illustrative auditor’s reports, the terms management and those charged with governance may need to be replaced by
another term that is appropriate in the context of the legal framework in the particular jurisdiction.
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Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 explains that when law, regulation or national auditing standards expressly permit, reference can
be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses, and is not inconsistent
with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the auditor’s
responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the website
address is http://www.auasb.gov.au/Home.aspx

. As part of an audit in accordance with Australian Auditing Standards, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:
. Identify and assess the risks of material misstatement of the financial statement, whether due to fraud or error,

design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the entity’s preparation and fair presentation of the financial
statement audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates, if any,
and related disclosures made by management.
. Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the

audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statement, including the disclosures, and
whether the financial statement represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature]”
[Date of the auditor’s report]

[Auditor’s address]

¥ In circumstances when the auditor also has responsibility to express an opinion on the effectiveness of internal control in conjunction

with the audit of the financial statement, this sentence would be worded as follows: “In making those risk assessments, the auditor_
considers internal control relevant to the entity’s preparation and fair presentation of the financial statement in order to design audit
procedures that are appropriate in the circumstances.” This sentence would be modified, as appropriate, in circumstances when the
auditor also has responsibility to issue an opinion on the effectiveness of internal control in conjunction with the audit of the financial
statement.

The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Example Auditor’s Report
General Purpose — Financial Statement — Statement of
Cash Receipts and Disbursements
(Fair Presentation Framework)

Illustration 2:

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

Audit of a statement of cash receipts and disbursements (that is, a single financial statement)
of an entity other than a listed entity. The single financial statement is not prepared under
the Corporations Act 2001.

An auditor’s report on the financial report was not issued.

The financial statement has been prepared by management of the entity in accordance with
the cash receipts and disbursements basis of accounting to respond to a request for cash flow
information received from a creditor. Management has a choice of financial reporting
frameworks.

The applicable financial reporting framework is a fair Presentation framework designed to
meet the financial information needs of specific users.*

The auditor has concluded an unmodified (i.e., “clean”) opinion is appropriate based on the
audit evidence obtained.

The auditor has determined that it is appropriate to use the phrase “presents fairly, in all
material respects,” in the auditor’s opinion.

The relevant ethical requirements that apply to the audit are the Accounting Professional and
Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants.

Distribution or use of the auditor’s report is not restricted.

Based on the audit evidence obtained, the auditor has concluded that a material uncertainty
does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern in accordance with ASA 570.

The auditor is not required, and has otherwise not decided, to communicate key audit matters
in accordance with ASA 701 in the context of the audit of the statement of cash receipts and
disbursements.

The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 do not apply).

Management is responsible for the preparation of the financial statement and oversight of the
financial reporting process to prepare this financial statement.

The auditor has no other reporting responsibilities required under law or regulation.

4 ASA 800 contains requirements and guidance on the form and content of financial statements prepared in accordance with a special

purpose framework.
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INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]
Opinion

We have audited the statement of cash receipts and disbursements of ABC Company (the Company)
for the year ended 31 December 20X1 and notes to the statement of cash receipts and disbursements,
including a summary of significant accounting policies (together “the financial statement”).

In our opinion, the accompanying financial statement presents fairly, in all material respects, the cash
receipts and disbursements of the Company for the year ended 31 December 20X1 in accordance with
the cash receipts and disbursements basis of accounting described in Note X. [Opinion section
positioned first as required in ASA 700].

Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statement section of our report. We are independent of the Company in accordance with the
ethical requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (the code) that are relevant to our audit of the financial statement
in Australia, and we have fulfilled our other ethical responsibilities in accordance with that code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion. [The first and last sentences in this section used to be in the Auditor’s Responsibility section.
Also, the Basis for Opinion section is positioned immediately after the Opinion section as required in
ASA 700.]

Emphasis of Matter — Basis of Accounting

We draw attention to Note X to the financial statement, which describes the basis of accounting. The
financial statement is prepared to provide information to XYZ Creditor. As a result, the statement
may not be suitable for another purpose. Our opinion is not modified in respect of this matter.

Responsibilities of Management’s* and Those Charged with Governance for the Financial
Statement™

Management is responsible for preparation and fair presentation of the financial statement in
accordance with the cash receipts and disbursements basis of accounting described in Note X; this
includes determining that the cash receipts and disbursements basis of accounting is an acceptable
basis for the preparation of the financial statement in the circumstances, and for such internal control
as management determines is necessary to enable the preparation of a financial statement that is free
from material misstatement, whether due to fraud or error.

In preparing the financial statement, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statement

Our objectives are to obtain reasonable assurance about whether the financial statement as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Australian Auditing Standards will always detect a material

41

2 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.

Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction.
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misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial statement.

Paragraph 41(b) of ASA 700 explains that the shaded material below can be located in an Appendix to the auditor’s report.

Paragraph 41(c) of ASA 700 (Revised) explains that when law, regulation or national auditing standards expressly permit,
reference can be made to a website of an appropriate authority that contains the description of the auditor’s responsibilities,
rather than including this material in the auditor’s report, provided that the description on the website addresses, and is not
inconsistent with, the description of the auditor’s responsibilities below. When the auditor refers to a description of the
auditor’s responsibilities on a website, the appropriate authority is the Auditing and Assurance Standards Board and the
website address is http://www.auash.gov.au/Home.aspx

As part of an audit in accordance with Australian Auditing Standards, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statement, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial
statement or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates, if any,
and related disclosures made by management.
. Evaluate the overall presentation, structure and content of the financial statement, including the disclosures, and

whether the financial statement represents the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

[Signature]”
[Date of the auditor’s report]

[Auditor’s address]

* This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the

effectiveness of internal control in conjunction with the audit of the financial statement.
The auditor’s signature is either in the name of the audit firm, the personal name of the auditor or both, as appropriate.
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Ilustration 3: An auditor’s report on a specific element of a financial statement of a listed entity
prepared in accordance with a special purpose framework.

For purposes of this illustrative auditor’s report, the following circumstances are assumed:

. Audit of an accounts receivable schedule (that is, element, account or item of a financial
statement).
. The financial information has been prepared by management of the entity in accordance with

the financial reporting provisions established by a regulator to meet the requirements of that
regulator. Management does not have a choice of financial reporting frameworks.

o The applicable financial reporting framework is a compliance framework designed to meet
the financial information needs of specific users.*

. The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

. The auditor has concluded an unmodified (i.e., “‘clean”) opinion is appropriate based on the
audit evidence obtained.

° The relevant ethical requirements that apply to the audit are those of the jurisdiction.

. Distribution of the auditor’s report is restricted.

o Based on the audit evidence obtained, the auditor has concluded that a material uncertainty

does not exist related to events or conditions that may cast significant doubt on the entity’s
ability to continue as a going concern in accordance with ASA 570 (Revised).

o The auditor is not required, and has otherwise not decided to communicate key audit matters
in accordance with ASA 701 in the context of the audit of the accounts receivable schedule.

° The auditor has determined that there is no other information (i.e., the requirements of
ASA 720 (Revised) do not apply).

o Those responsible for oversight of the financial statement differ from those responsible for
the preparation of the financial statement.

° The auditor has no other reporting responsibilities required under law or regulation.

INDEPENDENT AUDITOR’S REPORT
[To the Shareholders of ABC Company or Other Appropriate Addressee]
Opinion

We have audited the accounts receivable schedule of ABC Company (the Company) as at
31 December 20X1 (“the schedule™).

In our opinion, the financial information in the schedule the Company as at 31 December 20X1 is
prepared, in all material respects, in accordance with [describe the financial reporting provisions
established by the regulator]. [Opinion section positioned first as required ASA 700 (Revised)]

* ASA 800 (Revised) contains requirements and guidance on the form and content of financial statements prepared in accordance with a
special purpose framework.
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Basis for Opinion

We conducted our audit in accordance with Australian Standards on Auditing (ASASs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Schedule section of our report. We are independent of the Company in accordance with
the ethical requirements that are relevant to our audit of the schedule in [jurisdiction], and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. [The
first and last sentences in this section used to be in the Auditor’s Responsibility section. Also, the
Basis for Opinion section is positioned immediately after opinion section as required in ASA 700
(Revised).]

Emphasis of Matter — Basis of Accounting and Restriction on Distribution

We draw attention to Note X to the schedule, which describes the basis of accounting. The schedule is
prepared to assist the Company to meet the requirements of Regulator DEF. As a result, the schedule
may not be suitable for another purpose. Our report is intended solely for the Company and Regulator
DEF and should not be distributed to parties other than the Company or Regulator DEF. Our opinion
is not modified in respect of this matter.

Responsibilities of Management’s* and Those Charged with Governance for the Schedule®

Management is responsible for the preparation of the schedule in accordance with [describe the
financial reporting provisions established by the regulator], and for such internal control as
management determines is necessary to enable the preparation of the schedule that is free from
material misstatement, whether due to fraud or error.

In preparing the schedule, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters relating to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the schedule is free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ASAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of this
schedule.

Paragraph 41(b) of ASA 700 (Revised) explains that the shaded material below can be located in an
Appendix to the auditor’s report. Paragraph 41(c) of ASA 700 (Revised) explains that when law,
regulation or national auditing standards expressly permit, reference can be made to a website of an
appropriate authority that contains the description of the auditor’s responsibilities, rather than
including this material in the auditor’s report, provided that the description on the website addresses,
and is not inconsistent with, the description of the auditor’s responsibilities below.

As part of an audit in accordance with ASAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

45

o Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction
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Identify and assess the risks of material misstatement of the schedule, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.*’

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the schedule or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a going concern.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates, if any, and related disclosures made by management,

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

The engagement partner on the audit resulting in this independent auditor’s report is [name].

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for
the particular jurisdiction]

[Auditor’s address]

[Date]

4T This sentence would be modified, as appropriate, in circumstances when the auditor also has responsibility to issue an opinion on the

effectiveness of internal control in conjunction with the audit of the schedule.
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Summary of Differences Attachment to ED 02/16

Summary of Differences — Proposed Revised ASA 805 and Existing
ASA 805

Summary of Main Differences — ASA 805 and Existing ASA 805

The summary below outlines the main differences (excluding editorial amendments) between this
proposed Auditing Standard and existing ASA 805. This summary should not be used as a complete
list of all changes made.

o The enhancements from the new and revised auditor reporting standards would apply to
ASA 805 engagements. However the reporting requirements in ASA 700 are not repeated in
ASA 805 (Proposed Revised). ASA 700 contains the overarching reporting requirements
applicable for a special purpose financial report and only additional requirements and
guidance as considered necessary as included in ASA 805 (Proposed Revised).

o New application material to assist auditors properly apply the new and revised auditor
reporting standards in the context of ASA 805 (Proposed Revised) engagement.

o The auditor is required to include the name of the engagement partner in the auditor’s
report on a single financial statement or a specific element of a financial statement.
(Ref. Para. A22)

o Align the layout and content of the illustrative reports with the reporting requirements in
ASA 700.
o Incorporate changes as a result of the release of ASA 720.
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COMPILATION DETAILS

Auditing Standard ASA 800 Special Considerations-Audits of Financial
Reports Prepared in Accordance with Special Purpose Frameworks (as
Amended)

This compilation takes into account amendments made up to and including 1 December 2015 and was
prepared on 1 December 2015 by the Auditing and Assurance Standards Board (AUASB).

This compilation is not a separate Auditing Standard made by the AUASB. Instead, it is a

representation of ASA 800 (October 2009) as amended by other Auditing Standards which are listed
in the Table below.
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Standard Date made Operative Date

ASA 800 [A] 27 October 2009 Financial reporting periods
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ASA 2015-1 [D] 1 December 2015 Financial reporting periods
ending on or after
15 December 2016

[A] Federal Register of Legislative Instruments — registration number F2009L.04106,
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[B] Federal Register of Legislative Instruments — registration number F2011L.01379, 30 June 2011
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Auditing Standard ASA 800
Special Considerations-Audits of Financial Reports Prepared in Accordance with Special Purpose
Frameworks

AUTHORITY STATEMENT

Auditing Standard ASA 800 Special Considerations-Audits of Financial Reports Prepared in
Accordance with Special Purpose Frameworks (as amended to 1 December 2015) is set out in
paragraphs Aus 0.1 to A15 and Appendix 1.

This Auditing Standard is to be read in conjunction with ASA 101 Preamble to Australian
Auditing Standards, which sets out the intentions of the AUASB on how the Australian Auditing
Standards, operative for financial reporting periods commencing on or after 1 January 2010, are
to be understood, interpreted and applied. This Auditing Standard is to be read also in
conjunction with ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Australian Auditing Standards.

Dated: 1 December 2015
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Auditing Standard ASA 800
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Frameworks

Conformity with International Standards on Auditing

This Auditing Standard conforms with International Standard on Auditing ISA 800 Special
Considerations-Audits of Financial Statements Prepared in Accordance with Special Purpose
Frameworks issued by the International Auditing and Assurance Standards Board (IAASB), an
independent standard-setting board of the International Federation of Accountants (IFAC).

Paragraphs that have been added to this Auditing Standard (and do not appear in the text of the
equivalent ISA) are identified with the prefix “Aus”.

Compliance with this Auditing Standard enables compliance with ISA 800.
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AUDITING STANDARD ASA 800

The Auditing and Assurance Standards Board (AUASB) made Auditing Standard ASA 800 Special
Considerations-Audits of Financial Reports Prepared in Accordance with Special Purpose
Frameworks pursuant to section 227B of the Australian Securities and Investments Commission
Act 2001 and section 336 of the Corporations Act 2001, on 27 October 2009.

This compiled version of ASA 800 incorporates subsequent amendments contained in other Auditing
Standards made by the AUASB up to and including 1 December 2015 (see Compilation Details).

AUDITING STANDARD ASA 800

Special Considerations-Audits of Financial Reports Prepared in Accordance
with Special Purpose Frameworks

Application

Aus 0.1 This Auditing Standard applies to:

@ an audit of a financial report for a financial year, or an audit of a financial
report for a half-year, in accordance with the Corporations Act 2001; and

(b) an audit of a financial report, or a complete set of financial statements, for any
other purpose.

Aus 0.2 This Auditing Standard also applies, as appropriate, to an audit of other historical
financial information.

Operative Date

Aus 0.3 This Auditing Standard is operative for financial reporting periods commencing on or
after 1 January 2010. [Note: For operative dates of paragraphs changed or added by an Amending
Standard, see Compilation Details.]

Introduction
Scope of this Auditing Standard

1. The Australian Auditing Standards in the ASA 100 — ASA 700 series apply to an audit of a
financial report. This Auditing Standard deals with special considerations in the application of
those Australian Auditing Standards to an audit of a financial report prepared in accordance
with a special purpose framework.

2. This Auditing Standard is written in the context of a financial report prepared in accordance
with a special purpose framework. ASA 805* deals with special considerations relevant to an
audit of a single financial statement or of a specific element, account, or item of a financial
statement.

! See ASA 805 Special Considerations—Audits of Single Financial Statements and Specific Elements, Accounts or Items of a Financial

Statement.
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3. This Auditing Standard does not override the requirements of the other Auditing Standards;
nor does it purport to deal with all special considerations that may be relevant in the
circumstances of the engagement.

Effective Date

4. [Deleted by the AUASB. Refer Aus 0.3]

Objective

5. Standards in an audit of a financial report prepared in accordance with a special purpose
framework, is to address appropriately the special considerations that are relevant to:

@) The acceptance of the engagement;
(b) The planning and performance of that engagement; and

(c) Forming an opinion and reporting on the financial report.

Definitions
6. For the purposes of this Auditing Standard, the following terms have the meanings attributed
below:

@ [Deleted by the AUASB. Refer Aus 6.1]

(b) Special purpose framework means a financial reporting framework designed to meet
the financial information needs of specific users. The financial reporting framework
may be a fair presentation framework or a compliance framework.? (Ref: Para. A1-A4)

Aus 6.1 Special purpose financial report means a complete set of financial statements,”
including an assertion statement by those responsible for the financial report, prepared
in accordance with a special purpose framework (Ref: Para A1-A4)

7. [Deleted by the AUASB. Refer Aus 6.1]

Requirements

Considerations When Accepting the Engagement

Acceptability of the Financial Reporting Framework

8. ASA 210 requires the auditor to determine the acceptability of the financial reporting

framework applied in the preparation of the financial report.® In an audit of a special purpose
financial report, the auditor shall obtain an understanding of:

@) The purpose for which the financial report is prepared;

(b) The intended users; and

(c) The steps taken by management to determine that the applicable financial reporting
framework is acceptable in the circumstances. (Ref: Para. A5-A8)

See ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with Australian Auditing
Standards, paragraph 13(a).

See ASA 200, paragraph Aus 13.1.

See ASA 210 Agreeing the Terms of Audit Engagements, paragraph 6(a).
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Considerations When Planning and Performing the Audit

9.

10.

ASA 200 requires the auditor to comply with all Australian Auditing Standards relevant to the
audit.* In planning and performing an audit of a special purpose financial report, the auditor
shall determine whether application of the Australian Auditing Standards requires special
consideration in the circumstances of the engagement. (Ref: Para. A9-A12)

ASA 315 requires the auditor to obtain an understanding of the entity’s selection and
application of accounting policies.® In the case of a financial report prepared in accordance
with the provisions of a contract, the auditor shall obtain an understanding of any significant
interpretations of the contract that management made in the preparation of that financial
report. An interpretation is significant when adoption of another reasonable interpretation
would have produced a material difference in the information presented in the financial report.

Forming an Opinion and Reporting Considerations

11.

When forming an opinion and reporting on a special purpose financial report, the auditor shall
apply the requirements in ASA 700.° (Ref: Para. A13)

Description of the Applicable Financial Reporting Framework

12.

13.

ASA 700 requires the auditor to evaluate whether the financial report adequately refers to, or
describes the applicable financial reporting framework.” In the case of a financial report
prepared in accordance with the provisions of a contract, the auditor shall evaluate whether the
financial report adequately describes any significant interpretations of the contract on which
the financial report is based.

ASA 700 deals with the form and content of the auditor’s report. In the case of an auditor’s
report on a special purpose financial report:

@) The auditor’s report shall also describe the purpose for which the financial report is
prepared and, if necessary, the intended users, or refer to a note in the special purpose
financial report that contains that information; and

(b) If management has a choice of financial reporting frameworks in the preparation of
such a financial report, the explanation of management’s® responsibility for the
financial report shall also make reference to its responsibility for determining that the
applicable financial reporting framework is acceptable in the circumstances.

Alerting Readers that the Financial Report is Prepared in Accordance with a Special Purpose
Framework

14.

The auditor’s report on the special purpose financial report shall include an Emphasis of
Matter paragraph alerting users of the auditor’s report that the financial report is prepared in
accordance with a special purpose framework and that, as a result, the financial report may not
be suitable for another purpose. The auditor shall include this paragraph under an appropriate
heading. (Ref: Para. A14-A15)

* * *

See ASA 200, paragraph 18.

See ASA 315 Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its Environment,
paragraph 11(c).

See ASA 700 Forming an Opinion and Reporting on a Financial Report.

See ASA 700, paragraph 15.

Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.
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Application and Other Explanatory Material

Definition of Special Purpose Framework (Ref: Para. 6-Aus 6.1)

Al

Examples of special purpose frameworks are:
. A tax basis of accounting for a financial report that accompanies an entity’s tax return;

. The cash receipts and disbursements basis of accounting for cash flow information
that an entity may be requested to prepare for creditors;

. The financial reporting provisions established by a regulator to meet the requirements
of that regulator; or

o The financial reporting provisions of a contract, such as a bond indenture, a loan
agreement, or a project grant.

Aus Al.l The Corporations Act 2001,” Australian Accounting Standards,” other applicable law

A2.

A3.

A4,

or regulation, or specific users of the financial report, may determine if a financial
report is required to be prepared. Australian Accounting Standards provide the
applicable financial reporting framework for determining if the entity is a “reporting
entity”" or a “non-reporting entity” and consequently if the financial report is required
to be general purpose or special purpose. For “reporting entities” preparing a financial
report under the Corporations Act 2001, the applicable framework is general purpose.
For “non-reporting entities” preparing a financial report under the Corporations

Act 2001, the applicable framework may be general purpose or special purpose.®

There may be circumstances where a special purpose framework is based on a financial
reporting framework established by an authorised or recognised standards setting organisation
or by law or regulation, but does not comply with all the requirements of that framework. An
example is a contract that requires a financial report to be prepared in accordance with most,
but not all, of the Australian Accounting Standards. When this is acceptable in the
circumstances of the engagement, it is inappropriate for the description of the applicable
financial reporting framework in the special purpose financial report to imply full compliance
with the financial reporting framework established by the authorised or recognised standards
setting organisation or by law or regulation. In the above example of the contract, the
description of the applicable financial reporting framework may refer to the financial reporting
provisions of the contract, rather than make any reference to the Australian Accounting
Standards.

In the circumstances described in paragraph A2, the special purpose framework may not be a
fair presentation framework even if the financial reporting framework on which it is based is a
fair presentation framework. This is because the special purpose framework may not comply
with all the requirements of the financial reporting framework established by the authorised or
recognised standards setting organisation or by law or regulation that are necessary to achieve
fair presentation of the financial report.

A financial report prepared in accordance with a special purpose framework may be the only
financial report an entity prepares. In such circumstances, that financial report may be used by
users other than those for whom the financial reporting framework is designed. Despite the
broad distribution of the financial report in those circumstances, it is still considered to be a
financial report prepared in accordance with a special purpose framework under Australian

See, for example, Division 1 of Part 2M.3 of the Corporations Act 2001.

See, for example, Accounting Standard AASB 101 Presentation of Financial Statements.

See, for example, Glossary of Defined Terms (June 2009) or Statement of Accounting Concepts 1 Definition of the Reporting Entity
(August 1990) issued by the AASB.

See, for example, ASIC Regulatory Guide 85 Reporting Requirements for non-reporting entities (July 2005).
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Auditing Standards. The requirements in paragraphs 13-14 are designed to avoid
misunderstandings about the purpose for which the financial report is prepared.

Considerations When Accepting the Engagement

Acceptability of the Financial Reporting Framework (Ref: Para. 8)

A5,

AG.

AT.

AS8.

In the case of a special purpose financial report, the financial information needs of the
intended users are a key factor in determining the acceptability of the financial reporting
framework applied in the preparation of the financial report.

The applicable financial reporting framework may encompass the financial reporting standards
established by an organisation that is authorised or recognised to promulgate standards for a
special purpose financial report. In that case, those standards will be presumed acceptable for
that purpose if the organisation follows an established and transparent process involving
deliberation and consideration of the views of relevant stakeholders. In some jurisdictions,
law or regulation may prescribe the financial reporting framework to be used by management
in the preparation of a special purpose financial report for a certain type of entity. For
example, a regulator may establish financial reporting provisions to meet the requirements of
that regulator. In the absence of indications to the contrary, such a financial reporting
framework is presumed acceptable for a special purpose financial report prepared by such
entity.

Where the financial reporting standards referred to in paragraph A6 are supplemented by
legislative or regulatory requirements, ASA 210 requires the auditor to determine whether any
conflicts between the financial reporting standards and the additional requirements exist, and
prescribes actions to be taken by the auditor if such conflicts exist.’

The applicable financial reporting framework may encompass the financial reporting
provisions of a contract, or sources other than those described in paragraphs A6 and A7. In
that case, the acceptability of the financial reporting framework in the circumstances of the
engagement is determined by considering whether the framework exhibits attributes normally
exhibited by acceptable financial reporting frameworks as described in Appendix 2 of

ASA 210. In the case of a special purpose framework, the relative importance to a particular
engagement of each of the attributes normally exhibited by acceptable financial reporting
frameworks is a matter of professional judgement. For example, for purposes of establishing
the value of net assets of an entity at the date of its sale, the vendor and the purchaser may
have agreed that very prudent estimates of allowances for uncollectible accounts receivable
are appropriate for their needs, even though such financial information is not neutral when
compared with financial information prepared in accordance with a general purpose
framework.

Considerations When Planning and Performing the Audit (Ref: Para. 9)

AQ.

[Deleted by the AUASB. Refer Aus A9.1]

Aus A9.1 ASA 200 requires the auditor to comply with (a) relevant ethical requirements,

including those pertaining to independence, relating to financial report audit
engagements, and (b) all Australian Auditing Standards relevant to the audit. It also
requires the auditor to comply with each requirement of an Australian Auditing
Standard unless, in the circumstances of the audit, the entire Auditing Standard is not
relevant or the requirement is not relevant because it is conditional and the condition
does not exist; or application of the requirement(s) would relate to classes of
transactions, account balances or disclosures that the auditor has determined are
immaterial. In rare and exceptional circumstances, when there are factors outside the

9

See ASA 210, paragraph 18.
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auditor’s control that prevent the auditor from complying with a requlrement the
auditor where possible, performs appropriate alternative audit procedures.™

Al10. Application of some of the requirements of the Auditing Standards in an audit of a special
purpose financial report may require special consideration by the auditor. For example, in
ASA 320, judgements about matters that are material to users of the financial report are based
on a consideration of the common financial information needs of users as a group.™ Inthe
case of an audit of a special purpose financial report, however, those judgements are based on
a consideration of the financial information needs of the intended users.

All. Inthe case of a special purpose financial report, such as those prepared in accordance with the
requirements of a contract, management may agree with the intended users on a threshold
below which misstatements identified during the audit will not be corrected or otherwise
adjusted. The existence of such a threshold does not relieve the auditor from the requirement
to determine materiality in accordance with ASA 320 for purposes of planning and performing
the audit of the special purpose financial report.

Al2. Communication with those charged with governance in accordance with Australian Auditing
Standards is based on the relationship between those charged with governance and the
financial report subject to audit, in particular, whether those charged with governance are
responsible for overseeing the preparation of that financial report. In the case of a special
purpose financial report, those charged with governance may not have such a responsibility,
for example, when the financial Informatlon is prepared solely for management’s use. In such
cases, the requirements of ASA 260* may not be relevant to the audit of the special purpose
financial report, except when the auditor is also responsible for the audit of the entity’s general
purpose financial report or, for example, has agreed with those charged with governance of the
entity to communicate to them relevant matters identified during the audit of the special
purpose financial report.

Forming an Opinion and Reporting Considerations (Ref: Para. 11)

Al13. Appendix 1 to this Auditing Standard contains illustrations of auditors’ reports on special
purpose financial reports.

Alerting Readers that the Financial Report is Prepared in Accordance with a Special Purpose
Framework (Ref: Para. 14)

Al4. The special purpose financial report may be used for purposes other than that for which it was
intended. For example, a regulator may require certain entities to place the special purpose
financial report on public record. To avoid misunderstandings, the auditor alerts users of the
auditor’s report that the financial report is prepared in accordance with a special purpose
framework and, therefore, may not be suitable for another purpose.

Restriction on Distribution or Use (Ref: Para. 14)

Al15. Inaddition to the alert required by paragraph 14, the auditor may consider it appropriate to
indicate that the auditor’s report is intended solely for the specific users. Depending on the
law or regulation of the particular jurisdiction, this may be achieved by restricting the
distribution or use of the auditor’s report. In these circumstances, the paragraph referred to in
paragraph 14 may be expanded to include these other matters, and the heading modified
accordingly.

10 See ASA 200, paragraphs 14, 18, Aus 22.1 and Aus 23.1.
See ASA 320 Materiality in Planning and Performing an Audit, paragraph 2.
See ASA 260 Communication with Those Charged with Governance.
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Appendix 1
(Ref: Para. A13)

Ilustrations of Auditors’ Reports on Special Purpose Financial Reports

. [lustration 1: An auditor’s report on a financial report prepared in accordance with the
financial reporting provisions of a contract (for purposes of this illustration, a compliance
framework).

. Ilustration 2: An auditor’s report on a financial report prepared in accordance with the tax

basis of accounting (for purposes of this illustration, a compliance framework).

o Ilustration 3: An auditor’s report on a financial report prepared in accordance with the
financial reporting provisions established by a regulatory authority (for purposes of this
illustration, a fair presentation framework).

o [Aus] Illustration 4: An auditor’s report on a financial report prepared by a non-reporting
entity under the Corporations Act 2001 (for purposes of this illustration, a fair presentation
framework).

o [Aus] Illustration 5: An auditor’s report on a financial report prepared by a not-for-profit

incorporated association in accordance with the financial reporting provisions of the
Applicable State Act (for purposes of this illustration, a fair presentation framework).
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Example Auditor’s Report
Special Purpose Financial Report—Compliance with a Contract
(Compliance Framework)

Ilustration 1:

Circumstances include the following:

° The financial report has been prepared by management of the entity in accordance with the
financial reporting provisions of a contract (that is, a special purpose framework) to comply
with the provisions of that contract. Management does not have a choice of financial
reporting frameworks.

. The applicable financial reporting framework is a compliance framework.

° The financial report is not prepared under the Corporations Act 2001.

. The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

. Distribution and use of the auditor’s report is restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying financial report of ABC Entity, which comprises the statement of
financial position as at 30 June 20X1, the statement of comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information, and management’s assertion statement.” The
financial report has been prepared by the management of ABC Entity based on the financial reporting
provisions of Section Z of the contract dated 1 July 20X0 between ABC Entity and DEF Company
(“the contract™).

Management’s* Responsibility for the Financial Report

Management is responsible for the preparation of the financial report in accordance with the financial
reporting provisions of Section Z of the contract; and for such internal control as management
determines is necessary to enable the preparation of a financial report that is free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s

Or other appropriate term.

¥ Or another term that is appropriate in the context of the legal framework in the particular jurisdiction.
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internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial report.

We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial report of ABC Entity for the year ended 30 June 20X1 is prepared, in all
material respects, in accordance with the financial reporting provisions of Section Z of the contract.

Basis of Accounting and Restriction on Distribution and Use

Without modifying our opinion, we draw attention to Note X to the financial report, which describes
the basis of accounting. The financial report is prepared to assist ABC Entity to comply with the
financial reporting provisions of the contract referred to above. As a result, the financial report may
not be suitable for another purpose. Our report is intended solely for ABC Entity and DEF Company
and should not be distributed to or used by parties other than ABC Entity or DEF Company.

[Auditor’s signature]”
[Date of the auditor’s report]”

[Auditor’s address]

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

#  The date of the auditor’s report is the date the auditor signs the report.
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Example Auditor’s Report
Special Purpose Financial Report—Tax Basis of Accounting
(Compliance Framework)

Ilustration 2:

Circumstances include the following:

° The financial report has been prepared by management of a partnership in accordance with
the tax basis of accounting (that is, a special purpose framework) to assist the partners in
preparing their individual income tax returns. Management does not have a choice of
financial reporting frameworks.

. The applicable financial reporting framework is a compliance framework.

° The financial report is not prepared under the Corporations Act 2001.

. The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

. Distribution and use of the auditor’s report is restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying financial report of ABC Partnership, which comprises the
statement of financial position as at 30 June 20X1, the statement of comprehensive income for the
year then ended, notes comprising a summary of significant accounting policies and other explanatory
information, and management’s assertion statement.” The financial report has been prepared by
management using the tax basis of accounting.

Management’s* Responsibility for the Financial Report

Management is responsible for the preparation of the financial report in accordance with the tax basis
of accounting; and for such internal control as management determines is necessary to enable the
preparation of a financial report that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the partnership’s
preparation of the financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
partnership’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial report.

Or other appropriate term.

¥ Or another term that is appropriate in the context of the legal framework in the particular jurisdiction.
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We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial report of ABC Partnership for the year ended 30 June 20X1 is prepared,
in all material respects, in accordance with [describe the applicable income tax law].

Basis of Accounting and Restriction on Distribution

Without modifying our opinion, we draw attention to Note X to the financial report, which describes
the basis of accounting. The financial report is prepared to assist the partners of ABC Partnership in
preparing their individual income tax returns. As a result, the financial report may not be suitable for
another purpose. Our report is intended solely for ABC Partnership and its partners and should not be
distributed to parties other than ABC Partnership or its partners.

[Auditor’s signature]”
[Date of the auditor’s report]”

[Auditor’s address]

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

#  The date of the auditor’s report is the date the auditor signs the report.
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Example Auditor’s Report
Special Purpose Financial Report—Regulatory Authority Requirements
(Fair Presentation Framework)

Ilustration 3:

Circumstances include the following:

° The financial report has been prepared by management of the entity in accordance with the
financial reporting provisions established by a regulatory authority (that is, a special purpose
framework) to meet the requirements of that authority. Management does not have a choice
of financial reporting frameworks.

. The applicable financial reporting framework is a fair presentation framework.

° The financial report is not prepared under the Corporations Act 2001.

. The terms of the audit engagement reflect the description of management’s responsibility for
the financial report in ASA 210.

o The Other Matter paragraph refers to the fact that the auditor has also issued an auditor’s
report on the financial report prepared by ABC Entity for the same period in accordance with
a general purpose framework.

. Distribution or use of the auditor’s report is not restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying financial report of ABC Entity, which comprises the statement of
financial position as at 30 June 20X1, the statement of comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, notes comprising a summary of significant
accounting policies and other explanatory information, and management’s assertion statement.” The
financial report has been prepared by management based on the [financial reporting provisions of
Section Y of Regulation Z].

Management’s™ Responsibility for the Financial Report

Management is responsible for the preparation®® and fair presentation of the financial report in
accordance with the [financial reporting provisions of Section Y of Regulation Z,] and for such
internal control as management determines is necessary to enable the preparation and fair presentation
of a financial report that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance about whether the financial report is free from material misstatement.

Or other appropriate term.

Or another term that is appropriate in the context of the legal framework in the particular jurisdiction.

Where management’s responsibility is to prepare a financial report that gives a true and fair view, this may read: “Management is
responsible for the preparation of the financial report that gives a true and fair view in accordance with the financial reporting provisions
of section Y of Regulation Z, and for such...”

15
16
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation®” of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control.”® An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial report.

We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial report presents fairly, in all material respects, (or gives a true and fair

view of) the financial position of ABC Entity as at 30 June 20X1, and (of) its financial performance
and its cash flows for the year then ended in accordance with [the financial reporting provisions of

Section Y of Regulation Z].

Basis of Accounting

Without modifying our opinion, we draw attention to Note X to the financial report, which describes
the basis of accounting. The financial report is prepared to assist ABC Entity to meet the requirements
of Regulatory Authority DEF. As a result, the financial report may not be suitable for another
purpose.

Other Matter
ABC Entity has prepared a separate financial report for the year ended 30 June 20X1 in accordance

with Australian Accounting Standards on which we issued a separate auditor’s report to the
shareholders of ABC Entity dated 30 September 20X1.

[Auditor’s signature]”
[Date of the auditor’s report]”

[Auditor’s address]

In the case of footnote 16, this sentence may read: “In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation of the financial report that gives a true and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.”

In circumstances when the auditor also has responsibility to express an opinion on the effectiveness of internal control in conjunction
with the audit of the financial report, this sentence would be worded as follows: “In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial report in order to design audit procedures that
are appropriate in the circumstances.” In the case of footnote 16, this may read: “In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation of the financial report that gives a true and fair view in order to design audit
procedures that are appropriate in the circumstances.”

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

The date of the auditor’s report is the date the auditor signs the report.
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Example Auditor’s Report
Special Purpose Financial Report—Corporations Act 2001
(Fair Presentation Framework)

[Aus] Hlustration 4:

Circumstances include the following:

o The entity is a small proprietary company controlled by a foreign company and is required to
lodge a financial report with the Australian Securities and Investments Commission (ASIC)
under the Corporations Act 2001. The entity is a non-reporting entity.

o The financial report is prepared under the Corporations Act 2001.

o The applicable financial reporting framework is a fair presentation framework.

o The terms of the audit engagement reflect the description of management’s responsibility for the
financial report in ASA 210.

o Distribution or use of the auditor’s report is not restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate addressee]
Report on the Financial Report’

We have audited the accompanying financial report, being a special purpose financial report of ABC
Company Ltd., which comprises the statement of financial position as at 30 June 20X1, the statement
of comprehensive income, statement of changes in equity and statement of cash flows for the year then
ended, notes comprising a summary of significant accounting policies and other explanatory
information, and the directors’ declaration.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a
true and fair view and have determined that the basis of preparation described in Note X to the
financial report is appropriate to meet the requirements of the Corporations Act 2001 and is
appropriate to meet the needs of the members. The directors’ responsibility also includes such internal
control as the directors determine is necessary to enable the preparation of a financial report that gives
a true and fair view and is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We have
conducted our audit in accordance with Australian Auditing Standards. Those standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of the financial report that gives a true and fair view in order to design audit procedures

¥ The sub-title “Report on the Financial Report” is unnecessary in circumstances when the second sub-title “Report on Other Legal and

Regulatory Requirements”, or other appropriate sub-title, is not applicable.
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that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial report.

We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations
Act 2001. We confirm that the independence declaration required by the Corporations Act 2001,
which has been given to the directors of ABC Company Ltd., would be in the same terms if given to
the directors as at the time of the auditor’s report.”

Opinion

In our opinion the financial report of ABC Company Ltd. is in accordance with the Corporations
Act 2001, including:

(@) giving a true and fair view of the company’s financial position as at 30 June 20X1 and of its
financial performance for the year ended on that date; and

(b) complying with Australian Accounting Standards to the extent described in Note X, and the
Corporations Regulations 2001.

Basis of Accounting

Without modifying our opinion, we draw attention to Note X to the financial report, which describes
the basis of accounting. The financial report has been prepared for the purpose of fulfilling the
directors’ financial reporting responsibilities under the Corporations Act 2001. As a result, the
financial report may not be suitable for another purpose.

Report on Other Legal and Regulatory Requirements

[Form and content of this section of the auditor’s report will vary depending on the nature of the
auditor’s other reporting responsibilities.]

[Auditor’s signature]”
[Date of the auditor’s report]?

[Auditor’s address]

Or, alternatively, include statements (a) to the effect that circumstances have changed since the declaration was given to the relevant
directors; and (b) setting out how the declaration would differ if it had been given to the relevant directors at the time the auditor’s report
was made.

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

The date of the auditor’s report is the date the auditor signs the report.
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Example Auditor’s Report
Special Purpose Financial Report—Applicable State Act (Year)
(Fair Presentation Framework)

[Aus] Hlustration 5:
Circumstances include the following:

o The financial report is prepared by a not-for-profit incorporated association to meet the financial
reporting requirements of the Applicable State Act (Year).

o The applicable financial reporting framework is a fair presentation framework.
o The financial report is not prepared under the Corporations Act 2001.

o The terms of the audit engagement reflect the description of management’s responsibility for the
financial report in ASA 210.

o Distribution or use of the auditor’s report is not restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying financial report, being a special purpose financial report, of ABC
Not-for-Profit Incorporated, which comprises the statement of financial position as at 30 June 20X1,
the statement of comprehensive income and statement of cash flows for the year then ended, notes
comprising a summary of significant accounting policies and other explanatory information, and the
officers’ assertion statement.”

Officers’" Responsibility for the Financial Report

The officers of ABC Not-for-Profit Incorporated are responsible for the preparation and fair
presentation of the financial report, and have determined that the basis of preparation described in
Note X, is appropriate to meet the requirements of the Applicable State Act” and is appropriate to meet
the needs of the members. The officers’ responsibility also includes such internal control as the
officers determine is necessary to enable the preparation and fair presentation of a financial report that
is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We have
conducted our audit in accordance with Australian Auditing Standards. Those standards require that
we comply with relevant ethical requirements relating to audit engagements and plan and perform the
audit to obtain reasonable assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the association’s
preparation and fair presentation of the financial report in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the association’s internal control. An audit also includes evaluating the appropriateness of

Or other appropriate term.
T Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.
# Insert reference to appropriate framework.
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accounting policies used and the reasonableness of accounting estimates made by the officers, as well
as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial report presents fairly, in all material respects, (or gives a true and fair
view of) the financial position of ABC Not-for-Profit Incorporated as at 30 June 20X1, and (of) its
financial performance and its cash flows for the year then ended in accordance with [the financial
reporting requirements of Applicable State Act (Year)].

Basis of Accounting

Without modifying our opinion, we draw attention to Note X to the financial report, which describes
the basis of accounting. The financial report has been prepared to assist ABC Not-for-Profit
Incorporated to meet the requirements of the Applicable State Act. As a result, the financial report
may not be suitable for another purpose.

[Auditor’s signature]”

[Date of the auditor’s report]”

[Auditor’s address]

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

#  The date of the auditor’s report is the date the auditor signs the report.
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PREFACE

Reasons for Issuing ASA 805

The AUASB issues Auditing Standard ASA 805 Special Considerations-Audits of Single Financial
Statements and Specific Elements, Accounts or Items of a Financial Statement pursuant to the
requirements of the legislative provisions and the Strategic Direction explained below.

The AUASB is an independent statutory committee of the Australian Government established under
section 227A of the Australian Securities and Investments Commission Act 2001, as amended
(ASIC Act). Under section 336 of the Corporations Act 2001, the AUASB may make Auditing
Standards for the purposes of the corporations legislation. These Auditing Standards are legislative
instruments under the Legislative Instruments Act 2003.

Under the Strategic Direction given to the AUASB by the Financial Reporting Council (FRC), the
AUASB is required, inter alia, to develop auditing standards that have a clear public interest focus and
are of the highest quality.

Main Features

This Auditing Standard represents the Australian equivalent of revised ISA 805 Special
Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement (1 December 2015) and will replace the current ASA 805 issued by the AUASB
in October 20009.

This Auditing Standard contains differences from the revised ISA 805, which have been made to
accord with the Australian legislative environment and to maintain audit quality where the AUASB
has considered there are compelling reasons to do so.

The revision of ASA 805 reflect recent enhancements to auditor reporting developed by the
International Auditing and Assurance Standards Board.
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Auditing Standard ASA 805
Special Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

AUTHORITY STATEMENT

Auditing Standard ASA 805 Special Considerations-Audits of Single Financial Statements and
Specific Elements, Accounts or Items of a Financial Statement (as amended to 1 December 2015)
is set out in paragraphs Aus 0.1 to A18 and Appendices 1 and 2.

This Auditing Standard is to be read in conjunction with ASA 101 Preamble to Australian
Auditing Standards, which sets out the intentions of the AUASB on how the Australian Auditing
Standards, operative for financial reporting periods commencing on or after 1 January 2010, are
to be understood, interpreted and applied. This Auditing Standard is to be read also in
conjunction with ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an
Audit in Accordance with Australian Auditing Standards.

Dated: 1 December 2015 M H Kelsall
Chairman - AUASB
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Special Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

Conformity with International Standards on Auditing

This Auditing Standard conforms with International Standard on Auditing ISA 805 Special
Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or Items of a
Financial Statement issued by the International Auditing and Assurance Standards Board (IAASB), an
independent standard-setting board of the International Federation of Accountants (IFAC).

Paragraphs that have been added to this Auditing Standard (and do not appear in the text of the
equivalent ISA) are identified with the prefix “Aus”.

Compliance with this Auditing Standard enables compliance with ISA 805.
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AUDITING STANDARD ASA 805

Special Considerations-Audits of Single Financial Statements and Specific
Elements, Accounts or Items of a Financial Statement

Application
Aus 0.1 This Auditing Standard applies to:

@) an audit of a financial report for a financial year, or an audit of a financial
report for a half-year, in accordance with the Corporations Act 2001; and

(b) an audit of a financial report, or a complete set of financial statements, for any
other purpose.

Aus 0.2 This Auditing Standard also applies, as appropriate, to an audit of other historical
financial information.

Operative Date

Aus 0.3 This Auditing Standard is operative for financial reporting periods ending on or after
1 January 2010. [Note: For operative dates of paragraphs changed or added by an Amending
Standard, see Compilation Details.]

Introduction
Scope of this Auditing Standard

1. The Auditing Standards in the ASA 100 - ASA 700 series relate to an audit of a financial
report and are to be applied as necessary in the circumstances of an audit of other historical
financial information. This Auditing Standard deals with special considerations in the
application of those Australian Auditing Standards to an audit of a single financial statement
or of a specific element, account or item of a financial statement. The single financial
statement or the specific element, account or item of a financial statement may be prepared in
accordance with a general or special purpose framework. If prepared in accordance with a
special purpose framework, ASA 800" also applies to the audit. (Ref: Para. A1-Ad)

2. This Auditing Standard does not apply to the report of a component auditor, issued as a result
of work performed on the financial information of a component at the request of a group
engagement team for purposes of an audit of a group financial report (see ASA 600°).

3. This Auditing Standard does not override the requirements of other Auditing Standards; nor
does it purport to deal with all special considerations that may be relevant in the circumstances
of the engagement.

Effective Date

4. [Deleted by the AUASB. Refer Aus 0.3]
Objective
5. The objective of the auditor, when applying Australian Auditing Standards in an audit of a

single financial statement or of a specific element, account or item of a financial statement, is
to address appropriately the special considerations that are relevant to:

1

) See ASA 800 Special Considerations—Audits of Financial Reports Prepared in Accordance with Special Purpose Frameworks.

See ASA 600 Special Considerations—Audits of a Group Financial Report (Including the Work of Component Auditors).
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@ The acceptance of the engagement;
(b) The planning and performance of that engagement; and

(c) Forming an opinion and reporting on the single financial statement or on the specific
element, account or item of a financial statement.

Definitions

6.

For the purposes of this Auditing Standard, the following terms have the meanings attributed
below:

@ “Element of a financial statement” or “element” means an “element, account or item
of a financial statement”;

(b) “Australian Accounting Standards” means the Australian Accounting Standards issued
by the Australian Accounting Standards Board; and

(c) A single financial statement or a specific element of a financial statement includes the
related disclosures. The related disclosures ordinarily comprise explanatory or other
descriptive information relevant to the financial statement or to the element.

Requirements

Considerations When Accepting the Engagement

Application of Australian Auditing Standards

7.

ASA 200 requires the auditor to comply with all Australian Auditing Standards relevant to the
audit.® In the case of an audit of a single financial statement or of a specific element of a
financial statement, this requirement applies irrespective of whether the auditor is also
engaged to audit the entity’s financial report. If the auditor is not also engaged to audit the
entity’s financial report, the auditor shall determine whether the audit of a single financial
statement or of a specific element of the financial statements in accordance with Australian
Auditing Standards is practicable. (Ref: Para. A5-A6)

Acceptability of the Financial Reporting Framework

8.

ASA 210 requires the auditor to determine the acceptablllty of the financial reporting
framework applied in the preparation of the financial report.* In the case of an audit of a
single financial statement or of a specific element of a financial statement, this shall include
whether application of the financial reporting framework will result in a presentation that
provides adequate disclosures to enable the intended users to understand the information
conveyed in the financial statement or the element, and the effect of material transactions and
events on the information conveyed in the financial statement or the element. (Ref: Para. A7)

Form of Opinion

9.

ASA 210 requires that the agreed terms of the audit engagement include the expected form of
any reports to be issued by the auditor.® In the case of an audit of a single financial statement
or of a specific element of a financial statement, the auditor shall consider whether the
expected form of opinion is appropriate in the circumstances. (Ref: Para. A8-A9)

See ASA 200 Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with Australian Auditing
Standards, paragraph 18.

See ASA 210 Agreeing the Terms of Audit Engagements, paragraph 6(a).

See ASA 210, paragraph 10(e).
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Considerations When Planning and Performing the Audit

10. ASA 200 states that Australian Auditing Standards are written in the context of an audit of a
financial report; they are to be a Ep})lled as necessary in the circumstances of an audit of other
historical financial information.”" In planning and performing the audit of a single financial
statement or of a specific element of a financial statement, the auditor shall apply all
Australian Auditing Standards relevant to the audit as necessary in the circumstances of the
engagement. (Ref: Para. A10-Al4)

Forming an Opinion and Reporting Considerations

11. When forming an opinion and reporting on a single financial statement or on a speC|f|c
element of a financial statement, the auditor shall apply the requirements in ASA 7002 as
necessary in the circumstances of the engagement. (Ref: Para. A15-Al6)

Reporting on the Entity’s Financial Report and on a Single Financial Statement or on a Specific
Element of that Financial Statement

12. If the auditor undertakes an engagement to report on a single financial statement or on a
specific element of a financial statement in conjunction with an engagement to audit the
entity’s financial report, the auditor shall express a separate opinion for each engagement.

13. An audited single financial statement or an audited specific element of a financial statement
may be published together with the entity’s audited financial report. If the auditor concludes
that the presentation of the single financial statement or of the specific element of a financial
statement does not differentiate it sufficiently from the financial report, the auditor shall ask
management to rectify the situation. Subject to paragraphs 15 and 16 of this Auditing
Standard, the auditor shall also differentiate the opinion on the single financial statement or on
the specific element of a financial statement from the opinion on the financial report. The
auditor shall not issue the auditor’s report containing the opinion on the single financial
statement or on the specific element of a financial statement until satisfied with the
differentiation.

Modified Opinion, Emphasis of Matter Paragraph or Other Matter Paragraph in the Auditor’s Report
on the Entity’s Financial Report

14. If the opinion in the auditor’s report on an entity’s financial report is modified, or that report
includes an Emphasis of Matter paragraph or an Other Matter paragraph, the auditor shall
determine the effect that this may have on the auditor’s report on a single financial statement
or on a specific element of those financial statements. When deemed appropriate, the auditor
shall modify the opinion on the single financial statement or on the specific element of a
financial statement, or include an Emphasis of Matter paragraph or an Other Matter paragraph
in the auditor’s report, accordingly. (Ref: Para. A15, A17)

15. If the auditor concludes that it is necessary to express an adverse opinion or disclaim an
opinion on the entity’s financial report, ASA 705 does not permit the auditor to include in the
same auditor’s report an unmodified opinion on a single financial statement that forrns part of
that financial report or on a specific element that forms part of that financial report.® This is
because such an unmodified opinion would contradict the adverse opinion or disclaimer of
opinion on the entity’s financial report. (Ref: Para. A18)

16. If the auditor concludes that it is necessary to express an adverse opinion or disclaim an
opinion on the entity’s financial report as a whole but, in the context of a separate audit of a

See ASA 200, paragraph 2.

See ASA 200, paragraphs Aus 13.1 and Aus 13.2.

See ASA 700 Forming an Opinion and Reporting on a Financial Report.

See ASA 705 Modlification to the Opinion in the Independent Auditor’s Report, paragraph 15.

© o~ o
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Items of a Financial Statement

specific element that is included in that financial report, the auditor nevertheless considers it
appropriate to express an unmodified opinion on that element, the auditor shall only do so if:

@) The auditor is not prohibited by law or regulation from doing so;

(b) That opinion is expressed in an auditor’s report that is not published together with the
auditor’s report containing the adverse opinion or disclaimer of opinion; and

(©) The specific element does not constitute a major portion of the entity’s financial
report.

17. The auditor shall not express an unmodified opinion on a single financial statement that forms
part of a financial report if the auditor has expressed an adverse opinion or disclaimed an
opinion on the financial report. This is the case even if the auditor’s report on the single
financial statement is not published together with the auditor’s report containing the adverse
opinion or disclaimer of opinion. This is because a single financial statement is deemed to
constitute a major portion of that financial report.

* * *
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Application and Other Explanatory Material
Scope of this Auditing Standard (Ref: Para. 1)

Al ASA 200 defines the term “historical financial information” as information expressed in
financial terms in relation to a particular entity, derived primarily from that entity’s accounting
system, about economic events occurring in past time periods or about economic conditions or
circumstances at points in time in the past.’

A2. [Deleted by the AUASB. Refer Aus A2.1]

Aus A2.1 ASA 200 defines the term “financial statementS” as a structured representation of
historical financial information, including disclosures, intended to communicate an
entity’s economic resources or obligations at a point in time or the changes therein for
a period of time in accordance with a financial reporting framework. The term
“financial statements” ordinarily refers to a complete set of financial statements as
determined by the requirements of the applicable financial reporting framework but
can also refer to a single financial statement. Disclosures comprise explanatory or
descriptive information, set out as required, expressly permitted or otherwise allowed
by the applicable financial reporting framework, on the face of a financial statement,
or in the notes, or incorporated therein by cross-reference.’* As noted in
paragraph 6(c), reference to a single financial statement or specific element of a
financial statement includes the related disclosures.

A3.  Australian Auditing Standards are written in the context of an audit of a financial report;* they
are to be applied as necessary in the circumstances when applied to an audit of other historical
financial information, such as a single financial statement or a specific element of a financial
statement. This Auditing Standard assists in this regard. (Appendix 1 lists examples of such
other historical financial information.)

A4.  Areasonable assurance engagement other than an audit of historical financial information is
performed in accordance with Australian Standard on Assurance Engagements ASAE 3000.

Considerations When Accepting the Engagement
Application of Australian Auditing Standards (Ref: Para. 7)
Ab. [Deleted by the AUASB. Refer Aus A5.1]

Aus A5.1 ASA 200 requires the auditor to comply with (a) relevant ethical requirements,
including those pertaining to independence, relating to financial report audit
engagements, and (b) all Australian Auditing Standards relevant to the audit. It also
requires the auditor to comply with each requirement of an Australian Auditing
Standard unless, in the circumstances of the audit, the entire Auditing Standard is not
relevant or the requirement is not relevant because it is conditional and the condition
does not exist, or application of the requirement(s) would relate to classes of
transactions, account balances or disclosures that the auditor has determined are
immaterial. In rare and exceptional circumstances, when there are factors outside the
auditor’s control that prevent the auditor from complying with a requirement, the
auditor, where possible, performs appropriate alternative audit procedures.™

A6.  Compliance with the requirements of Australian Auditing Standards relevant to the audit of a
single financial statement or of a specific element of a financial statement may not be

0 See ASA 200, paragraph 13(g).

11 See ASA 200, paragraph Aus 13(f).

2 See ASA 200, paragraph 2.

18 See ASAE 3000 Assurance Engagements Other than Audits or Reviews of Historical Financial Information.
4 See ASA 200, paragraphs 14, 18,22, 23 and Aus 23.1.
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practicable when the auditor is not also engaged to audit the entity’s financial report. In such
cases, the auditor often does not have the same understanding of the entity and its
environment, including its internal control, as an auditor who also audits the entity’s financial
report. The auditor also does not have the audit evidence about the general quality of the
accounting records or other accounting information that would be acquired in an audit of the
entity’s financial report. Accordingly, the auditor may need further evidence to corroborate
audit evidence acquired from the accounting records. In the case of an audit of a specific
element of a financial statement, certain Australian Auditing Standards require audit work that
may be disproportionate to the element being audited. For example, although the
requirements of ASA 570" are likely to be relevant in the circumstances of an audit of a
schedule of accounts receivable, complying with those requirements may not be practicable
because of the audit effort required. If the auditor concludes that an audit of a single financial
statement or of a specific element of a financial statement in accordance with Australian
Auditing Standards may not be practicable, the auditor may discuss with management whether
another type of engagement might be more practicable.

Acceptability of the Financial Reporting Framework (Ref: Para. 8)

A7.  Asingle financial statement or a specific element of a financial statement may be prepared in
accordance with an applicable financial reporting framework that is based on a financial
reporting framework established by an authorised or recognised standards setting organisation
for the preparation of a financial report (for example, Australian Accounting Standards). If
this is the case, determination of the acceptability of the applicable framework may involve
considering whether that framework includes all the requirements of the framework on which
it is based that are relevant to the presentation of a single financial statement or of a specific
element of a financial statement that provides adequate disclosures.

Form of Opinion (Ref: Para. 9)

A8.  The form of opinion to be expressed by the auditor depends on the applicable financial
reporting framework and any applicable laws or regulations.’® In accordance with ASA 700:*

@) When expressing an unmodified opinion on a financial report prepared in accordance
with a fair presentation framework, the auditor’s opinion, unless otherwise required by
law or regulation, uses one of the followmg phrases: (i) the financial report presents
fairly, in all material respects, in accordance with [the applicable financial reporting
framework]; or (ii) the financial report gives a true and fair view in accordance with
[the applicable financial reporting framework]; and

(b) When expressing an unmodified opinion on a financial report prepared in accordance
with a compliance framework, the auditor’s opinion states that the financial report is
prepared, in all material respects, in accordance with [the applicable financial
reporting framework].

A9, In the case of a single financial statement or of a specific element of a financial statement, the
applicable financial reporting framework may not explicitly address the presentation of the
financial statement or of the element. This may be the case when the applicable financial
reporting framework is based on a financial reporting framework established by an authorised
or recognised standards setting organisation for the preparation of a complete set of financial
statements (for example, Australian Accounting Standards). The auditor therefore considers
whether the expected form of opinion is appropriate in the light of the applicable financial
reporting framework. Factors that may affect the auditor’s consideration as to whether to use

5 See ASA 570 Going Concern.
See, for example, ASAE 3100 Compliance Engagements or ASRE 2405, Review of Historical Financial Information Other than a
Financial Report.

%6 See ASA 200, paragraph 8.

7 See ASA 700, paragraphs 35-36.
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the phrases “presents fairly, in all material respects,” or “gives a true and fair view” in the
auditor’s opinion include:

. Whether the applicable financial reporting framework is explicitly or implicitly
restricted to the preparation of a financial report.
. V\/_t|1|ether the single financial statement or the specific element of a financial statement
will:
o CompIY fully with each of those requirements of the framework relevant to the
particular financial statement or the particular element, and the presentation of

the financial statement or the element include the related notes.

o If necessary to achieve fair presentation, provide disclosures beyond those
specifically required by the framework or, in exceptional circumstances, depart
from a requirement of the framework.

The auditor’s decision as to the expected form of opinion is a matter of professional
judgement. It may be affected by whether use of the phrases “presents fairly, in all material
respects,” or “gives a true and fair view”, in the auditor’s opinion on a single financial
statement or on a specific element of a financial statement prepared in accordance with a fair
presentation framework, is generally accepted in the particular jurisdiction.

Considerations When Planning and Performing the Audit (Ref: Para. 10)

A10.

All.

Al2.

Al3.

The relevance of each of the Australian Auditing Standards requires careful consideration.
Even when only a specific element of a financial statement is the subject of the audit,
Australian Auditing Standards such as ASA 240, ASA 550,'° and ASA 570 are, in principle,
relevant. This is because the element could be misstated as a result of fraud, the effect of
related party transactions, or the incorrect application of the going concern assumption under
the applicable financial reporting framework.

Furthermore, Australian Auditing Standards are written in the context of an audit of a financial
report they are to be applied as necessary in the circumstances to the audit of a single financial
statement or of a specific element of a financial statement.?® For example, written
representations from management, and where appropriate, those charged with governance,
about the financial report would be replaced by written representations about the presentation
of the financial statement or the element in accordance with the applicable financial reporting
framework.

When auditing a single financial statement or a specific element of a financial statement in
conjunction with the audit of the entity’s financial report, the auditor may be able to use audit
evidence obtained as part of the audit of the entity’s financial report in the audit of the
financial statement or the element. Australian Auditing Standards, however, require the
auditor to plan and perform the audit of the financial statement or element to obtain sufficient
appropriate audit evidence on which to base the opinion on the financial statement or on the
element.

The individual financial statements that comprise a financial report, and many of the elements
of that financial report, including their related notes, are interrelated. Accordingly, when
auditing a single financial statement or a specific element of a financial statement, the auditor
may not be able to consider the financial statement or the element in isolation. Consequently,
the auditor may need to perform procedures in relation to the interrelated items to meet the
objective of the audit.

18
19
20

See ASA 240 The Auditor’s Responsibilities Relating to Fraud in an Audit of a Financial Report.
See ASA 550 Related Parties.
See ASA 200, paragraph 2.
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Al4. Furthermore, the materiality determined for a single financial statement or for a specific
element of a financial statement may be lower than the materiality determined for the entity’s
financial report; this will affect the nature, timing and extent of the audit procedures and the
evaluation of uncorrected misstatements.

Forming an Opinion and Reporting Considerations (Ref: Para. 11)

Al15. ASA 700 requires the auditor, in forming an opinion, to evaluate whether the financial report
provides adequate disclosures to enable the intended users to understand the effect of material
transactions and events on the information conveyed in the financial report.?* In the case of a
single financial statement or of a specific element of a financial statement, it is important that
the financial statement or the element, including the related notes, in view of the requirements
of the applicable financial reporting framework, provides adequate disclosures to enable the
intended users to understand the information conveyed in the financial statement or the
element, and the effect of material transactions and events on the information conveyed in the
financial statement or the element.

Al16. Appendix 2 contains illustrations of auditors’ reports on a single financial statement and on a
specific element of a financial statement.

Modified Opinion, Emphasis of Matter Paragraph or Other Matter Paragraph in the Auditor’s Report
on the Entity’s Financial Report (Ref: Para. 14-17)

Al7. Even when the modified opinion on the entity’s financial report, Emphasis of Matter
paragraph or Other Matter paragraph does not relate to the audited financial statement or the
audited element, the auditor may still deem it appropriate to refer to the modification in an
Other Matter paragraph in an auditor’s report on the ﬁnancial statement or on the element
because the auditor judges it to be relevant to the users’ understanding of the audlted financial
statement or the audited element or the related auditor’s report (see ASA 706).%

Al18. [Deleted by the AUASB as not applicable in Australia.]®

2L See ASA 700, paragraph 13(e).
2 See ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report, paragraph 6.
2 See ASA 510 Initial Audit Engagements—Opening Balances, Appendix 1, Illustration 2, and ASA 705, paragraph A16.
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Appendix 1
(Ref: Para. A3)

EXAMPLES OF SPECIFIC ELEMENTS, ACCOUNTS OR ITEMS OF A
FINANCIAL STATEMENT

. Accounts receivable, allowance for doubtful accounts receivable, inve_nto(rjy_, the liability for
accrued benefits of a superannuation fund, the recorded value of identified intangible assets, or
the liability for “incurred but not reported” claims in an insurance portfolio, including related

notes.
. A schedule of externally managed assets and income of a private superannuation fund,
including related notes.
. A schedule of net tangible assets, including related notes.
. A schedule of disbursements in relation to a lease property, including explanatory notes.
. A schedule of profit participation or employee bonuses, including explanatory notes.
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Appendix 2
(Ref: Para. A16)

ILLUSTRATIONS OF AUDITORS’ REPORTS ON A SINGLE FINANCIAL
STATEMENT AND ON A SPECIFIC ELEMENT OF A FINANCIAL
STATEMENT

. [llustration 1: An auditor’s rePort on a single financial statement prepared in accordance with a
general purpose framework (for purposes of this illustration, a fair presentation framework).

. Illustration 2: An auditor’s re]:(port on a single financial statement prepared in accordance with a
special purpose framework (for purposes of this illustration, a fair presentation framework).

. [llustration 3: An auditor’s report on a specific element, account or item of a financial

statement prepared in accordance with a special purpose framework (for purposes of this
illustration, a compliance framework).
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Example Auditor’s Report
General Purpose Financial Statement—Statement of Financial Position
(Fair Presentation Framework)

[llustration 1:

Circumstances include the following:

. Audit of a statement of financial position (that is, a single financial statement).

. The statement of financial position has been prepared by management of the entity in

accordance with the requirements of the Financial Reporting Framework of Jurisdiction X
using the basis of preparation described in Note X to the statement of financial position.

. The applicable financial relo_orting framework is a fair presentation framework designed to
meet the common financial information needs of a wide range of users.

. The single financial statement is not prepared under the Corporations Act 2001.

o The terms of the audit engagement reflect the description of management’s responsibility

for the single financial statement in ASA 210.

o The auditor has determined that it is appropriate to use the phrase “presents fairly, in all
material respects”, in the auditor’s opinion.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying statement of financial position of ABC Entity as at 30 June 20X1,
a summary of significant accounting policies and other explanatory information, and management’s
assertion statement (together “the financial statement”). The financial statement has been prepared by
management using the basis of preparation described in Note X.

Management’s®* Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the financial statement in
accordance with the basis of accounting described in Note X, and for such internal control as
management determines is necessary to enable the preparation of the financial statement that is free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. Those standards require that
we comply with relevant ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statement. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statement, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

Or other appropriate term.

2 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.
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of the entity’s internal control.”® An audit also includes evaluating the appropriateness of accounting

policies used and the reasonableness of accounting estimates, if any, made by management, as well as
evaluating the overall presentation of the financial statement.

We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statement presents fairly, in all material respects, the financial position of
ABC Entity as at 30 June 20X1 in accordance with the basis of preparation described in Note X.

[Auditor’s signature]”
[Date of the auditor’s report]”

[Auditor’s address]

In circumstances when the auditor also has responsibility to express an opinion on the effectiveness of internal control in conjunction
with the audit of the financial statement, this sentence would be worded as follows: “In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statement in order to design audit
procedures that are appropriate in the circumstances.”

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

The date of the auditor’s report is the date the auditor signs the report.
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Example Auditor’s Report
Special Purpose Financial Statement—Statement of Cash Receipts and
Disbursements
(Fair Presentation Framework)

Illustration 2:

Circumstances include the following:

. Audit of a statement of cash receipts and disbursements (that is, a single financial
statement).
o The financial statement has been prepared by management of the entity in accordance with

the cash receipts and disbursements basis of accounting to respond to a request for cash flow
information received from a creditor. Management has a choice of financial reporting

frameworks.

. The applicable financial reporting framework is a fair presentation framework designed to
meet the financial information needs of specific users.

. The single financial statement is not prepared under the Corporations Act 2001.

. The auditor has determined that it is appropriate to use the phrase “presents fairly, in all

material respects”, in the auditor’s opinion.

. Distribution or use of the auditor’s report is not restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying statement of cash receipts and disbursements of ABC Entity for
the year ended 30 June 20X1, a summary of significant accounting policies and other explanatory
information, and management’s assertion statement (together “the financial statement”). The
financial statement has been prepared by management using the cash receipts and disbursements basis
of accounting described in Note X.

Management’s’’ Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of the financial statement in
accordance basis of accounting described in Note X; this includes determining that the cash receipts
and disbursements basis of accounting is an acceptable basis for the preparation of the financial
statement in the circumstances, and for such internal control as management determines is necessary
to enable the preparation of a financial statement that is free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with Australian Auditing Standards. Those standards require that
we comply with relevant ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free from material misstatement.

See ASA 800, which contains requirements and guidance on the form and content of an auditor’s report prepared in accordance with a
special purpose framework.

Or other appropriate term.

Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statement. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statement, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates, if any, made by management, as well as
evaluating the overall presentation of the financial statement.

We Dbelieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statement presents fairly, in all material respects, the cash receipts and
disbursements of ABC Entity for the year ended 30 June 20X1 in accordance with the cash receipts
and disbursements basis of accounting described in Note X.

Basis of Accounting

Without modifying our opinion, we draw attention to Note X to the financial statement, which

describes the basis of accounting. The financial statement is prepared to provide information to XYZ
Creditor. As a result, the financial statement may not be suitable for another purpose.

[Auditor’s signature]”
[Date of the auditor’s report]”

[Auditor’s address]

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

# The date of the auditor’s report is the date the auditor signs the report.
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Special Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

Example Auditor’s Report
Special Purpose Financial Statement—L.iability Incurred but Not Reported
Schedule
(Compliance Framework)

[llustration 3:
Circumstances include the following:

. Audit of the liability for “incurred but not reported” claims in an insurance portfolio (that is,
an element, account or item of a financial statement).

. The financial information has been prepared _b?; management of the entity in accordance
with the financial reporting provisions established by a regulatory authority to meet the
requirements of that authority. Management does not have a choice of financial reporting

frameworks.

. The applicable financial reporting framework is g compliance framework designed to meet
the financial information needs of specific users.

. The schedule is not prepared under the Corporations Act 2001.

. The terms of the audit engagement reflect the description of management’s responsibility

for the financial statement in ASA 210.

. Distribution or use of the auditor’s report is restricted.

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying schedule of the liability for “incurred but not reported” claims of
ABC Insurance Company as at 30 June 20X1, and management’s assertion statement (“‘the
schedule™). The schedule has been prepared by management based on [describe the financial
reporting provisions established by the regulatory authority].

Management’s®® Responsibility for the Schedule

Management is responsible for the preparation of the schedule in accordance with [describe the
financial reporting provisions established by the regulatory authority], and for such internal control as
management determines is necessary to enable the preparation of the schedule that is free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the schedule based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the schedule is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the schedule. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the schedule, whether due to fraud or error. In making those

See ASA 800, which contains requirements and guidance on the form and content of an auditor’s report prepared in accordance with a
special purpose framework.

Or other appropriate term.

Or other term that is appropriate in the context of the legal framework in the particular jurisdiction.

ASA 805 -21- AUDITING STANDARD



Auditing Standard ASA 805
Special Considerations-Audits of Single Financial Statements and Specific Elements, Accounts or
Items of a Financial Statement

risk assessments, the auditor considers internal control relevant to the company’s preparation of the
schedule in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the company’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
schedule.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial information in the schedule of the liability for “incurred but not reported”
claims of ABC Insurance Company as at 30 June 20X1 is prepared, in all material respects, in
accordance with [describe the financial reporting provisions established by the regulatory authority].

Basis of Accounting and Restriction on Distribution

Without modifying our opinion, we draw attention to Note X to the schedule, which describes the
basis of accounting. The schedule is prepared to assist ABC Insurance Company to meet the
requirements of Regulator DEF. As a result, the schedule may not be suitable for another purpose.
Our report is intended solely for ABC Insurance Company and Regulator DEF and should not be
distributed to parties other than ABC Insurance Company or Regulator DEF.

[Auditor’s signature]”

[Date of the auditor’s report]*

[Auditor’s address]

The auditor’s report needs to be signed in one or more of the following ways: name of the audit firm, the name of the audit company or
the personal name of the auditor as appropriate.

# The date of the auditor’s report is the date the auditor signs the report.
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AUASB Board Meeting Summary Paper

AGENDA ITEM NO. 6(b)
Meeting Date: 18 April 2016
Subject: ISA 810
Date Prepared: 5 April 2016
Action Required [ ] For Information Purposes Only

Agenda Item Obijectives

To consider identified issues with ISA 810 and their disposition with a review to revising ASA 810.

Background

The IAASB issued the final revised ISA 810 in late March 2016. [Refer Agenda Item 6(b).1] Note: No
AUS changes have been made to the ISAs.

In summary the changes in ISA 810 relate to:

o Additional requirements and application material to address the information gap related to a material
uncertainty related to going concern or an uncorrected material misstatement of other information
(now separate sections of an auditor’s report and no longer addressed using an EOM or OM
paragraph)

. New requirement to refer to any KAMs in the auditor’s report on the audited financial report
(reference only — no description/repetition)

. Updated illustrative auditor’s reports — consistent with new ISA 700.
The AUASB is asked to consider the issues paper addressing potential issues that arise from the revised ISA
and its adoption as an ASA.

Matters to Consider

Part A — General
The AUASB is requested to consider the matters below:

@) Issue arising from AUASB “Aus” additions contained in existing ASA 810 [refer Agenda
Item 6(b).3 for a copy of existing ASA 810]

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.

Auditing and Assurance Standards Board, Podium Level, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auasb.gov.au, Web site: www.auash.gov.au
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ASA 810 Para ref Extract Suggestion

Aus 4.1(c) Summary financial statements means historical | Remove.
financial information that is derived from a
financial report, but that contains less detail
than the financial report, while still providing a
structured representation consistent with that
provided by the financial report , of the entity’s
economic resources or obligations at a point in
time or the changes therein for a period of time.
Summary financial statements may include an
assertion by those responsible for the summary | Suggest additional wording does
financial statements. Different jurisdictions may | not meet the compelling reasons
use different terminology to describe such test.

historical financial information.

The Aus para includes the
following words which are
additional to the ISA: Summary
financial statements may include
an assertion by those responsible
for the summary financial
statements.

(b) Concise Financial Reports consideration:

The AUASB currently has a Guidance Statement GS 001 Concise Financial Reports as a reference
point for Auditor’s that are required to issue an auditor’s report in a concise financial report prepared
under the Corporations Act 2001.

The AUASB technical group after consulting with ASIC understand that very few companies
produce concise financial reports. Most take advantage of the ability of members to elect not to
receive any financial report. The companies commit to provide a summary report of their own
design to those members who elect not to receive a financial report. Such summary reports are
common but the only legislative requirement is that they not be misleading. ASIC who commented
that they believed the numbers of concise reports issued were extremely low however their systems
cannot confirm numbers.

On this basis, the AUASB technical group recommends that Guidance Statement GS 001 be
withdrawn. However to include in ASA 810 some short footnotes pointing to the specific
Corporations Act requirements for concise reports (e.g. the content of the audit report and that the
framework is determined by legislation and accounting standards rather than by management). Such
a footnote is not subject to the compelling reasons test.

Example wording to be included in a footnote to Paragraph 1 of ASA 810:
Where an entity prepares a concise financial report in accordance with paragraph 314(2)(a) in
Part 2M.3 of the Corporations Act 2001, an auditor’s report thereon is required under
paragraph 314(2)(c) in Part 2M.3 of the Corporations Act 2001 . The minimum content of the
concise financial report is determined by the Australian Accounting Standards Board and is set out in
AASB 1039 Concise Financial Reports.
Part B — NZAuASB
The AUASB has liaised with the NZAuASB who have raised no particular issue on this ISA. We understand
that the NZAUASB technical group is intending to take a draft ED on ISA 810 to their June 2016 NZAUuASB
meeting.
Part C — “Compelling Reasons” Assessment

N/A

AUASB Technical Group Recommendations

Approve the proposed amendments to ISA 810, enabling the changes to be incorporated into the Australian
exposure draft to be presented at the 14 June 2016 AUASB meeting for consideration to approve and issue.

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.
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Material Presented

Agenda Item 6(b) AUASB Board Meeting Summary Paper
Agenda Item 6(b).1 Final ISA 810 (marked up)

Agenda Item 6(b).2 ISA 810 Basis for Conclusions

Agenda Item 6(b).3 Extant ASA 810 [electronic only]

Action Required

No. Action Item Deliverable Responsibility Due Date Status
1. Approve the proposed  Approval AUASB 18 April 2016 o/s
modifications to
ISA 810

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.
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International Auditing
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Standards Board

This document was developed and approved by the International Auditing and Assurance Standards Board
(IAASB).

This IAASB develops auditing and assurance standards and guidance for use by all professional
accountants under a shared standard-setting process involving the Public Interest Oversight Board, which
oversees the activities of the IAASB, and the IAASB Consultative Advisory Group, which provides public
interest input into the development of the standards and guidance.

The objective of the IAASB is to serve the public interest by setting high-quality auditing, assurance, and
other related standards and by facilitating the convergence of international and national auditing and
assurance standards, thereby enhancing the quality and consistency of practice throughout the world and
strengthening public confidence in the global auditing and assurance profession.

The structures and processes that support the operations of the IAASB are facilitated by the International
Federation of Accountants® (IFAC®).

Copyright © March 2016 by the International Federation of Accountants (IFAC). For copyright, trademark,
and permissions information, please see page 30.



INTERNATIONAL STANDARD ON AUDITING 810 (REVISED)

ENGAGEMENTS TO REPORT ON SUMMARY
FINANCIAL STATEMENTS

(Effective for engagements to report on summary financial statements for periods
begirningending on or after December 15, 26092016)

Note to Readers: This document shows, in marked text, the final approved changes to extant ISA 810. Changes arising from the
finalization of the ISA 720 (Revised) project have also been incorporated in the text where necessary. This presentation is intended
to illustrate the nature and extent of the amendments made by the IAASB and assist those translating the ISAs. The footnote
numbering in this document does not necessarily correlate with the footnotes as currently included in the extant ISA.
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ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

Introduction

Scope of this ISA

1.

This International Standard on Auditing (ISA) deals with the auditor’s responsibilities relating to an
engagement to report on summary financial statements derived from financial statements audited in
accordance with ISAs by that same auditor.

Effective Date

2. This ISA is effective for engagements to report on summary financial statements for periods
beginningending on or after December 15, 20162009.
Objectives
3. The objectives of the auditor are:
(@) To determine whether it is appropriate to accept the engagement to report on summary
financial statements; and
(b) If engaged to report on summary financial statements:
(i) To form an opinion on the summary financial statements based on an evaluation of the
conclusions drawn from the evidence obtained; and
(i)  To express clearly that opinion through a written report that also describes the basis for
that opinion.
Definitions
4. For purposes of this ISA, the following terms have the meanings attributed below:

@)

(b)

©

Applied criteria — The criteria applied by management in the preparation of the summary
financial statements.

Audited financial statements — Financial statements' audited by the auditor in accordance with
ISAs, and from which the summary financial statements are derived.

Summary financial statements — Historical financial information that is derived from financial
statements but that contains less detail than the financial statements, while still providing a
structured representation consistent with that provided by the financial statements of the
entity’s economic resources or obligations at a point in time or the changes therein for a period
of time.2 Different jurisdictions may use different terminology to describe such historical financial
information.

ISA 200, Overall Objectives of the Independent Auditor and the Conduct of an Audit in Accordance with International Standards
on Auditing, paragraph 13(f), defines the term “financial statements.”

ISA 200, paragraph 13(f)



ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

Requirements

Engagement Acceptance

5.

The auditor shall accept an engagement to report on summary financial statements in accordance with
this ISA only when the auditor has been engaged to conduct an audit in accordance with ISAs of the
financial statements from which the summary financial statements are derived. (Ref: Para. A1)

Before accepting an engagement to report on summary financial statements, the auditor shall: (Ref:
Para. A2)

(@) Determine whether the applied criteria are acceptable; (Ref: Para. A3—-A7)
(b) Obtain the agreement of management that it acknowledges and understands its responsibility:

(@) For the preparation of the summary financial statements in accordance with the applied
criteria;

(i)  Tomake the audited financial statements available to the intended users of the summary
financial statements without undue difficulty (or, if law or regulation provides that the
audited financial statements need not be made available to the intended users of the
summary financial statements and establishes the criteria for the preparation of the
summary financial statements, to describe that law or regulation in the summary financial
statements); and

(i)  To include the auditor’s report on the summary financial statements in any document
that contains the summary financial statements and that indicates that the auditor has
reported on them.

(c) Agree with management the form of opinion to be expressed on the summary financial
statements (see paragraphs 9-11).

If the auditor concludes that the applied criteria are unacceptable or is unable to obtain the agreement
of management set out in paragraph 6(b), the auditor shall not accept the engagement to report on
the summary financial statements, unless required by law or regulation to do so. An engagement
conducted in accordance with such law or regulation does not comply with this ISA. Accordingly, the
auditor’s report on the summary financial statements shall not indicate that the engagement was
conducted in accordance with this ISA. The auditor shall include appropriate reference to this fact in
the terms of the engagement. The auditor shall also determine the effect that this may have on the
engagement to audit the financial statements from which the summary financial statements are
derived.

Nature of Procedures

8.

The auditor shall perform the following procedures, and any other procedures that the auditor may
consider necessary, as the basis for the auditor’s opinion on the summary financial statements:

(@) Evaluate whether the summary financial statements adequately disclose their summarized nature
and identify the audited financial statements.

(b)  When summary financial statements are not accompanied by the audited financial statements,
evaluate whether they describe clearly:

(i) From whom or where the audited financial statements are available; or



©
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(i)  The law or regulation that specifies that the audited financial statements need not be made
available to the intended users of the summary financial statements and establishes the
criteria for the preparation of the summary financial statements.

Evaluate whether the summary financial statements adequately disclose the applied criteria.

Compare the summary financial statements with the related information in the audited financial
statements to determine whether the summary financial statements agree with or can be
recalculated from the related information in the audited financial statements.

Evaluate whether the summary financial statements are prepared in accordance with the applied
criteria.

Evaluate, in view of the purpose of the summary financial statements, whether the summary
financial statements contain the information necessary, and are at an appropriate level of
aggregation, so as not to be misleading in the circumstances.

Evaluate whether the audited financial statements are available to the intended users of the
summary financial statements without undue difficulty, unless law or regulation provides that they
need not be made available and establishes the criteria for the preparation of the summary financial
statements. (Ref: Para. A8)

Form of Opinion

9.

10.

1.

When the auditor has concluded that an unmodified opinion on the summary financial statements is
appropriate, the auditor’s opinion shall, unless otherwise required by law or regulation, use one of the
following phrases: (Ref: Para. A9)

@)

(b)

The accompanying summary financial statements are consistent, in all material respects, with the
audited financial statements, in accordance with [the applied criteria]; or

The accompanying summary financial statements are a fair summary of the audited financial
statements, in accordance with [the applied criterial.

If law or regulation prescribes the wording of the opinion on summary financial statements in terms that
are different from those described in paragraph 9, the auditor shall:

@)

(b)

Apply the procedures described in paragraph 8 and any further procedures necessary to enable
the auditor to express the prescribed opinion; and

Evaluate whether users of the summary financial statements might misunderstand the auditor’s
opinion on the summary financial statements and, if so, whether additional explanation in the
auditor’s report on the summary financial statements can mitigate possible misunderstanding.

If, in the case of paragraph 10(b), the auditor concludes that additional explanation in the auditor’s report
on the summary financial statements cannot mitigate possible misunderstanding, the auditor shall not
accept the engagement, unless required by law or regulation to do so. An engagement conducted in
accordance with such law or regulation does not comply with this ISA. Accordingly, the auditor’s report on
the summary financial statements shall not indicate that the engagement was conducted in accordance
with this ISA.
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Timing of Work and Events Subsequent to the Date of the Auditor’s Report on the Audited
Financial Statements

12.  The auditor’s report on the summary financial statements may be dated later than the date of the auditor’s
report on the audited financial statements. In such cases, the auditor’s report on the summary financial
statements shall state that the summary financial statements and audited financial statements do not
reflect the effects of events that occurred subsequent to the date of the audltors report on the audited
financial statements-th
(Ref: Para. A10)

13. The auditor may become aware of facts that existed at the date of the auditor’s report on the audited
financial statements, but of which the auditor previously was unaware. In such cases, the auditor
shall not issue the auditor’s report on the summary financial statements until the auditor’s
consideration of such facts in relation to the audited financial statements in accordance with ISA 5603
has been completed.

Information in Documents Containing Summary Financial Statements [previously paragraph 24]

1424. The auditor shall read the ether-information included in a document containing the summary financial
statements and the related-auditor’s report thereon and consider whether there is to-identify-a material

inconsistency inconsistencies;if-any.with-between that information and the summary financial statements.

15.  If-enreadingthe-otherinformation; the auditor identifies a material inconsistency, the auditor shall discuss
the matter with management and determine whether the summary financial statements or the other
information included in the document containing the summary financial statements and the auditor’s report
thereon needs to be revised. If—eﬂ—|teael+lqg—the—ether—Hcvfelcltﬁafaepr the audltor becomes-aware-of-an

anagementdetermines

that the information needs to be revised and management refuses to revise the information as necessary,
the auditor shall take appropriate action in the circumstances, including considering the implications for
the auditor’s report on the summary financial statements. (Ref: Para. A1149-A16)

Auditor’s Report on Summary Financial Statements
Elements of the Auditor’s Report

1614. The auditor’s report on summary financial statements shall include the following elements:* (Ref:
Para. A2315)

(@) Atitle clearly indicating it as the report of an independent auditor. (Ref: Para. A1744)
(b) An addressee. (Ref: Para. A1812)
(©)¢y Identification of ldentifies-the summary financial statements on which the auditor is reporting,

including the title of each statement included in the summary financial statements.: (Ref: Para.
A1913)

(d)¢#y Identification of the audited financial statements.;

3 ISA 560, Subsequent Events

4 Paragraphs 1947-2048, which deal with circumstances where the auditor’s report on the audited financial statements has been

modified, require additional elements to those listed in this paragraph.

8
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(e)h A-paragraphSubject to paragraph 20, a clearly expressionng of an opinion (see paragraphs 9—
11).

(Hen A statement indicating that the summary financial statements do not contain all the disclosures
required by the financial reporting framework applied in the preparation of the audited financial
statements, and that reading the summary financial statements_and the auditor’s report thereon
is not a substitute for reading the audited financial statements_and the auditor’s report thereon.

(9)évy Where applicable, the statement required by paragraph 12./fthe date of the-auditor's reporton

(h){ii)y ReferenceRefers to the auditor’s report on the audited financial statements, the date of that report,
and, subject to paragraphs 1947-2018, the fact that an unmodified opinion is expressed on the
audited financial statements.:

(i¥d) A description of management’s® responsibility for the summary financial statements, explaining
that management® is responsible for the preparation of the summary financial statements in
accordance with the applied criteria.

(Dfe) A statement that the auditor is responsible for expressing an opinion, based on_the auditor’s
procedures conducted in accordance with this ISA, on whether the summary financial
statements are consistent, in all material respects, with [or are a fair summary of] the audited

financial statementsbased-on-the-proceduresrequired-by-this-1SA.
(k){g) The auditor’s signature.

(M€ The auditor’s address.
(M) The date of the auditor’s report. (Ref: Para. A2044)

1745. If the addressee of the summary financial statements is not the same as the addressee of the
auditor’s report on the audited financial statements, the auditor shall evaluate the appropriateness of
using a different addressee. (Ref: Para. A1842)

4618. The auditor shall date the auditor’s report on the summary financial statements no earlier than: (Ref: Para.
A2014)

(@) The date on which the auditor has obtained sufficient appropriate evidence on which to base the
opinion, including evidence that the summary financial statements have been prepared and those
with the recognized authority have asserted that they have taken responsibility for them; and

(b) The date of the auditor’s report on the audited financial statements.

5 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction

6 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction



ModificationsReference to the-Opinion—Emphasis-of Matter Paragraph-orO
the Auditor’s Report on the Audited Financial Statements (Ref: Para. A2345)

ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

194%. When the auditor’s report on the audited financial statements includeseenrtains;

(@ Aa qualified opinion_in accordance with ISA 705 (Revised);;”

(b) Aan Emphasis of Matter paragraph; or an Other Matter paragraph_in accordance with ISA 706

Revised);8;

() A Material Uncertainty Related to Going Concern section in accordance with ISA 570
Revised);?

(d) Communication of key audit matters in accordance with ISA 701;° or

(e) A statement that describes an uncorrected material misstatement of the other information in

accordance with ISA 720 (Revised); 1

but-and the auditor is satisfied that the summary financial statements are consistent, in all material
respects, with or are a fair summary of the audited financial statements, in accordance with the applied
criteria, the auditor’s report on the summary financial statements shall, in addition to the elements in
paragraph 1614:

(iYa) State that the auditor’s report on the audited financial statements includes eontains-a qualified

opinion, an Emphasis of Matter paragraph, er—an Other Matter paragraph, a Material
Uncertainty Related to Going Concern section, communication of key audit matters, or a
statement that describes an uncorrected material misstatement of the other information; and
(Ref: Para. A21)

(i)¢b) Describe:_(Ref: Para. A22)

af). The basis for the qualified opinion on the audited financial statements; and_the effect
thereof, if any, on the summary financial statements-that-qualified-epinion—oF;

b. The matter referred to in the Emphasis of Matter erparagraph, the Other Matter
paragraph, or the Material Uncertainty Related to Going Concern section in the auditor’s
report on the audited financial statements; and the effect(s) thereof, if any, on the
summary financial statements; or

c{i). The uncorrected material misstatement of the other information and the effect(s) thereof,
if any, on the information included in a document containing the summary financial
statements_and the auditor’s report thereon;-if-any. (Ref: Para. A15)

ISA 705 (Revised), Modifications to the Opinion in the Independent Auditor's Report

ISA 706 (Revised), Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report

ISA 570 (Revised), Going Concern, paragraph 22

ISA 701, Communicating Key Audit Matters in the Independent Auditor's Report

ISA 720 (Revised), The Auditor’s Responsibilities Related to Other Information

10



ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

2018. When the auditor’s report on the audited financial statements contains an adverse opinion or a disclaimer
of opinion, the auditor’s report on the summary financial statements shall, in addition to the elements in
paragraph 1644:

(@) State that the auditor’s report on the audited financial statements contains an adverse opinion
or disclaimer of opinion;

(b) Describe the basis for that adverse opinion or disclaimer of opinion; and

(c) State that, as a result of the adverse opinion or disclaimer of opinion_on the audited financial
statements, it is inappropriate to express an opinion on the summary financial statements._(Ref:

Para. A23)

Modified Opinion on the Summary Financial Statements

2119. If the summary financial statements are not consistent, in all material respects, with or are not a fair
summary of the audited financial statements, in accordance with the applied criteria, and
management does not agree to make the necessary changes, the auditor shall express an adverse
opinion on the summary financial statements. (Ref: Para. A2315)

Restriction on Distribution or Use or Alerting Readers to the Basis of Accounting

2220. When distribution or use of the auditor’s report on the audited financial statements is restricted, or the
auditor’s report on the audited financial statements alerts readers that the audited financial statements are
prepared in accordance with a special purpose framework, the auditor shall include a similar restriction or
alert in the auditor’s report on the summary financial statements.

Comparatives

2324. If the audited financial statements contain comparatives, but the summary financial statements do
not, the auditor shall determine whether such omission is reasonable in the circumstances of the
engagement. The auditor shall determine the effect of an unreasonable omission on the auditor’s
report on the summary financial statements. (Ref: Para. A2446}

2422 If the summary financial statements contain comparatives that were reported on by another auditor, the
auditor’s report on the summary financial statements shall also contain the matters that ISA 710 requires
the auditor to include in the auditor’s report on the audited financial statements.'? (Ref: Para. A2547)

Unaudited Supplementary Information Presented with Summary Financial Statements

2523. The auditor shall evaluate whether any unaudited supplementary information presented with the summary
financial statements is clearly differentiated from the summary financial statements. If the auditor
concludes that the entity’s presentation of the unaudited supplementary information is not clearly
differentiated from the summary financial statements, the auditor shall ask management to change the
presentation of the unaudited supplementary information. If management refuses to do so, the auditor
shall explain in the auditor’s report on the summary financial statements that such information is not
covered by that report. (Ref: Para. A2618)

2 ISA 710, Comparative Information—Corresponding Figures and Comparative Financial Statements

11



ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

[see paragraphs 14 and

Auditor Association

2625. If the auditor becomes aware that the entity plans to state that the auditor has reported on summary

financial statements in a document containing the summary financial statements, but does not plan
to include the related auditor’s report, the auditor shall request management to include the auditor’s
report in the document. If management does not do so, the auditor shall determine and carry out
other appropriate actions designed to prevent management from inappropriately associating the
auditor with the summary financial statements in that document. (Ref: Para. A2720)

2726. The auditor may be engaged to report on the financial statements of an entity, while not engaged to

report on the summary financial statements. If, in this case, the auditor becomes aware that the entity
plans to make a statement in a document that refers to the auditor and the fact that summary financial
statements are derived from the financial statements audited by the auditor, the auditor shall be
satisfied that:

(@) The reference to the auditor is made in the context of the auditor’s report on the audited
financial statements; and

(b) The statement does not give the impression that the auditor has reported on the summary
financial statements.

If (a) or (b) are not met, the auditor shall request management to change the statement to meet them,
or not to refer to the auditor in the document. Alternatively, the entity may engage the auditor to report
on the summary financial statements and include the related auditor's report in the document. If
management does not change the statement, delete the reference to the auditor, or include an auditor’s
report on the summary financial statements in the document containing the summary financial
statements, the auditor shall advise management that the auditor disagrees with the reference to the
auditor, and the auditor shall determine and carry out other appropriate actions designed to prevent
management from inappropriately referring to the auditor. (Ref: Para. A2720)

*k%

Application and Other Explanatory Material

Engagement Acceptance (Ref: Para. 5-6)

Al.

The audit of the financial statements from which the summary financial statements are derived provides
the auditor with the necessary knowledge to discharge the auditor's responsibilities in relation to the
summary financial statements in accordance with this ISA. Application of this ISA will not provide sufficient
appropriate evidence on which to base the opinion on the summary financial statements if the auditor has
not also audited the financial statements from which the summary financial statements are derived.

12
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ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

Management’s agreement with the matters described in paragraph 6 may be evidenced by its written
acceptance of the terms of the engagement.

Criteria (Ref: Para. 6(a))

A3.

A4

A5.

AG.

A7.

The preparation of summary financial statements requires management to determine the information
that needs to be reflected in the summary financial statements so that they are consistent, in all
material respects, with or represent a fair summary of the audited financial statements. Because
summary financial statements by their nature contain aggregated information and limited disclosure,
there is an increased risk that they may not contain the information necessary so as not to be
misleading in the circumstances. This risk increases when established criteria for the preparation of
summary financial statements do not exist.

Factors that may affect the auditor's determination of the acceptability of the applied criteria include:
) The nature of the entity;

) The purpose of the summary financial statements;

) The information needs of the intended users of the summary financial statements; and

. Whether the applied criteria will result in summary financial statements that are not misleading in
the circumstances.

The criteria for the preparation of summary financial statements may be established by an authorized
or recognized standards setting organization or by law or regulation. Similar to the case of financial
statements, as explained in ISA 210,' in many such cases, the auditor may presume that such
criteria are acceptable.

Where established criteria for the preparation of summary financial statements do not exist, criteria
may be developed by management, for example, based on practice in a particular industry. Criteria
that are acceptable in the circumstances will result in summary financial statements that:

(@) Adequately disclose their summarized nature and identify the audited financial statements;

(b) Clearly describe from whom or where the audited financial statements are available or, if law
or regulation provides that the audited financial statements need not be made available to the
intended users of the summary financial statements and establishes the criteria for the
preparation of the summary financial statements, that law or regulation;

(c) Adequately disclose the applied criteria;

(d) Agree with or can be recalculated from the related information in the audited financial
statements; and

(e) Inview of the purpose of the summary financial statements, contain the information necessary,
and are at an appropriate level of aggregation, so as not to be misleading in the circumstances.

Adequate disclosure of the summarized nature of the summary financial statements and the identity
of the audited financial statements, as referred to in paragraph A6(a), may, for example, be provided
by a title such as “Summary Financial Statements Prepared from the Audited Financial Statements
for the Year Ended December 31, 20X1.”

13

ISA 210, Agreeing the Terms of Audit Engagements, paragraphs A3 and A8-A9
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ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY FINANCIAL STATEMENTS

Evaluating the Availability of the Audited Financial Statements (Ref: Para. 8(g))

A8. The auditor’s evaluation whether the audited financial statements are available to the intended users
of the summary financial statements without undue difficulty is affected by factors such as whether:

) The summary financial statements describe clearly from whom or where the audited financial
statements are available;

. The audited financial statements are on public record; or

. Management has established a process by which the intended users of the summary financial
statements can obtain ready access to the audited financial statements.

Form of Opinion (Ref: Para. 9)

A9. Aconclusion, based on an evaluation of the evidence obtained by performing the procedures in paragraph
8, that an unmodified opinion on the summary financial statements is appropriate enables the auditor to
express an opinion containing one of the phrases in paragraph 9. The auditor’s decision as to which of
the phrases to use may be affected by generally accepted practice in the particular jurisdiction.

Timing of Work and Events Subsequent to the Date of the Auditor’s Report on the Audited Financial
Statements (Ref: Para. 12)

A10. The procedures described in paragraph 8 are often performed during or immediately after the audit of the
financial statements. When the auditor reports on the summary financial statements after the completion
of the audit of the financial statements, the auditor is not required to obtain additional audit evidence on
the audited financial statements, or report on the effects of events that occurred subsequent to the date
of the auditor’s report on the audited financial statements since the summary financial statements are
derived from the audited financial statements and do not update them.

OtherInformation in Documents Containing Summary Financial Statements (Ref: Para. 14—1524)

A11. ISA 720 (Revised) deals with the auditor'’s responsibilities relating to other information in an audit of

financial statements. In the context of ISA 720 (Revised), other information is financial or non-financial
information (other than financial statements and the auditor’s report thereon) included in an entity’s annual
report. An annual report contains or accompanies the financial statements and the auditor’s report
thereon.

A12. In contrast, paragraphs 14—15 deal with the auditor’s responsibilities relating to information included in a
document that also contains the summary financial statements and the auditor’s report thereon. This
information may include:

. Some or all of the same matters as those dealt with in the other information included in the annual
report (e.g., when the summary financial statements and the auditor’s report thereon are included
in @ summary annual report); or
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. Matters that are not dealt with in the other information included in the annual report.

A13. In reading the information included in a document containing the summary financial statements and the
auditor’s report thereon, the auditor may become aware that such information is misleading and may need
to take appropriate action. Relevant ethical requirements '® require the auditor to avoid being knowingly
associated with information that the auditor believes contains a materially false or misleading statement,
statements or information furnished recklessly, or omits or obscures information required to be included
where such omission or obscurity would be misleading.

Information in a Document Containing the Summary Financial Statements that Deals with Some or All of the
Same Matters as the Other Information in the Annual Report

A14. When information is included in a document containing the summary financial statements and the
auditor’s report thereon and that information deals with some or all of the same matters as the other
information included in the annual report, the work performed on that other information in accordance with
ISA 720 (Revised) may be adequate for the purposes of paragraphs 14—15 of this ISA.

A15. When an uncorrected material misstatement of the other information has been identified in the auditor's
report on the audited financial statements and that uncorrected material misstatement relates to a matter
that is dealt with in the information in a document containing the summary financial statements and the
auditor’s report thereon, a material inconsistency between the summary financial statements and that
information may exist or the information may be misleading.

Information in a Document Containing the Summary Financial Statements that Deals with Matters Not Dealt
with in the Other Information in the Annual Report

A16. ISA 720 (Revised), adapted as necessary in the circumstances, may be helpful to the auditor in
determining the appropriate action to respond to management’s refusal to make necessary revisions to
the information, including considering the implications for the auditor’s report on the summary financial
statements.

Auditor’s Report on Summary Financial Statements
Elements of the Auditor’s Report
Title (Ref: Para. 1614(a))

A1744.Aftitle indicating the report is the report of an independent auditor, for example, “Report of the Independent
Auditor,” affirms that the auditor has met all of the relevant ethical requirements regarding independence.
This distinguishes the report of the independent auditor from reports issued by others.

Addressee (Ref: Para. 1614(b), 1745)

A1842.Factors that may affect the auditor’s evaluation of the appropriateness of the addressee of the
summary financial statements include the terms of the engagement, the nature of the entity, and the
purpose of the summary financial statements.

5 International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), paragraph

110.2
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Introductory Paragraphldentification of the Summary Financial Statements (Ref: Para. 1614(c){))

A1943.When the auditor is aware that the summary financial statements will be included in a document that

contains etherinformation other than the summary financial statements and the auditor’s report thereon,
the auditor may consider, if the form of presentation allows, identifying the page numbers on which the
summary financial statements are presented. This helps readers to identify the summary financial
statements to which the auditor’s report relates.

Date of the Auditor’s Report (Ref: Para. 44{h}-16(m), 18)

A2014.The person or persons with recognized authority to conclude that the summary financial statements

have been prepared and take responsibility for them depend on the terms of the engagement, the
nature of the entity, and the purpose of the summary financial statements.

Reference to the Auditor’s Report on the Audited Financial Statements (Ref: Para. 19)

A21.

Paragraph 19(i) of this ISA requires the auditor to include a statement in the auditor’s report on the

A22.

summary financial statements when the auditor’s report on the audited financial statements includes
communication of one or more key audit matters described in accordance with ISA 701 [ However,
the auditor is not required to describe the individual key audit matters in the auditor’s report on the
summary financial statements.

The statement(s) and description(s) required by paragraph 19 are intended to draw attention to those

matters and are not a substitute for reading the auditor’s report on the audited financial statements.
The required descriptions are intended to convey the nature of the matter(s), and need not repeat
the corresponding text in the auditor’s report on the audited financial statements in its entirety.

lllustrations (Ref: Para. 44—4+4816, 19-21)

A2315.The Appendix to this ISA contains illustrations of auditors’ reports on summary financial statements

that_variously:

(@) Contain unmodified opinions;

(b) Are derived from audited financial statements on which the auditor issued modified opinions;
and
(c) Contain a modified opinion;-

(d) _ Are derived from audited financial statements where the auditor’s report thereon includes a
statement describing _an uncorrected material misstatement of the other information in
accordance with ISA 720 (Revised); and

(e) _ Are derived from audited financial statements where the auditor’s report thereon includes a
Material Uncertainty Related to Going Concern section and communication of other key audit
matters.

Comparatives (Ref: Para. 2324-2422)

A2416.If the audited financial statements contain comparatives, there is a presumption that the summary

financial statements also would contain comparatives. Comparatives in the audited financial

16

ISA 701, paragraph 13
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statements may be regarded as corresponding figures or as comparative financial information. ISA
710 describes how this difference affects the auditor’s report on the financial statements, including,
in particular, reference to other auditors who audited the financial statements for the prior period.

A2547.Circumstances that may affect the auditor’'s determination whether an omission of comparatives is
reasonable include the nature and objective of the summary financial statements, the applied criteria,
and the information needs of the intended users of the summary financial statements.

Unaudited Supplementary Information Presented with Summary Financial Statements (Ref: Para.
2523)

A2618.ISA 700 (Revised)17 contains requirements and guidance to be applied when unaudited
supplementary information is presented with audited financial statements that, adapted as necessary
in the circumstances, may be helpful in applying the requirement in paragraph 2523.

Auditor Association (Ref: Para. 25—-26-27)

A2720.0ther appropriate actions the auditor may take when management does not take the requested action
may include informing the intended users and other known third-party users of the inappropriate reference
to the auditor. The auditor’'s course of action depends on the auditor’s legal rights and obligations.
Consequently, the auditor may consider it appropriate to seek legal advice.

7 ISA 700 (Revised), Forming an Opinion and Reporting on Financial Statements, paragraphs 5346—5447
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Appendix
(Ref: Para. A2345)

lllustrations of Independent Auditor’s Reports on Summary Financial Statements

lllustration 1: An auditor's report on summary financial statements prepared in accordance with
established criteria. An unmodified opinion is expressed on the audited financial statements. The auditor’s
report on the summary financial statements is dated later than the date of the auditor's report on the
financial statements from which summary financial statements are derived._The auditor's report on the
audited financial statements includes a Material Uncertainty Related to Going Concern section and
communication of other key audit matters.

llustration 2: An auditor's report on summary financial statements prepared in accordance with criteria
developed by management and adequately disclosed in the summary financial statements. The auditor
has determined that the applied criteria are acceptable in the circumstances. An unmodified opinion is
expressed on the audited financial statements._The auditor’s report on the summary financial statements
is dated the same as the date of the auditor’s report on the financial statements from which the summary
financial statements are derived. The auditor’s report on the audited financial statements includes a
statement that describes an uncorrected material misstatement of the other information. The other
information to which this uncorrected material misstatement relates is also information included in a
document containing the summary financial statements and the auditor’s report thereon.

lllustration 3: An auditor's report on summary financial statements prepared in accordance with criteria
developed by management and adequately disclosed in the summary financial statements. The auditor
has determined that the applied criteria are acceptable in the circumstances. A qualified opinion is
expressed on the audited financial statements._The auditor’s report on the summary financial statements
is dated the same as the date of the auditor’s report on the financial statements from which the summary
financial statements are derived.

lllustration 4: An auditor's report on summary financial statements prepared in accordance with criteria
developed by management and adequately disclosed in the summary financial statements. The auditor
has determined that the applied criteria are acceptable in the circumstances. An adverse opinion is
expressed on the audited financial statements._The auditor’s report on the summary financial statements
is dated the same as the date of the auditor’s report on the financial statements from which the summary
financial statements are derived.

lllustration 5: An auditor's report on summary financial statements prepared in accordance with
established criteria. An unmodified opinion is expressed on the audited financial statements. The auditor
concludes that it is not possible to express an unmodified opinion on the summary financial statements.
The auditor’s report on the summary financial statements is dated the same as the date of the auditor's
report on the financial statements from which the summary financial statements are derived.

18
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lllustration 1:

Circumstances include the following:

o An unmodified opinion is expressed on the audited financial statements_of a listed entity.
. Established criteria for the preparation of summary financial statements exist.

o The auditor’s report on the summary financial statements is dated later than the date of the
auditor’s report on the financial statements from which the summary financial statements
are derived.

° The auditor’s report on the audited financial statements includes a Material Uncertainty
Related to Going Concern section.

° The auditor’s report on the audited financial statements includes communication of other
key audit matters.1

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS
[Appropriate Addressee]

Opinion

The accompanying-summary financial statements, which comprise the summary balance sheet as at December
31, 20X1, the summary income statement, summary statement of changes in equity and summary cash flow
statement for the year then ended, and related notes, are derived from the audlted fi nanC|aI statements of ABC
Company for the year ended December 31, 20X1.

are consistent, in all material respects,
with (or a fair summary of) these-the audited financial statements, in accordance with [describe established
criteria]. [Opinion paragraph and heading moved up from below]

Summary Financial Statements

The summary financial statements do not contain all the disclosures required by [describe financial reporting
framework applied in the preparation of the audited financial statements of ABC Company]. Reading the
summary financial statements_and the auditor’s report thereon, therefore, is not a substitute for reading the
audited financial statements_and the auditor's report thereonef-ABC—Company._ The summary financial
statements and the audited financial statements do not reflect the effects of events that occurred
subsequent to the date of our report on the audited financial statements. [Last sentence of this paragraph
moved from last sentence in first paragraph in the Opinion section and amended slightly for clarity]

! As explained in paragraph 15 of ISA 701, a material uncertainty related to going concern is, by its nature, a key audit matter but
is required to be reported in a separate section of the auditor’s report in accordance with paragraph 22 of ISA 570 (Revised).
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The Audited Financial Statements and Our Report Thereon

We expressed an unmodified audit opinion on the audited financial statements in our report dated February 15,
20X2. [Moved from penultimate sentence in first paragraph in the Opinion section and amended slightly for
clarity]That report also includes:

° A Material Uncertainty Related to Going Concemn section that draws attention to Note 6 in the audited
financial statements. Note 6 of the audited financial statements indicates that ABC Company incurred a
net loss of ZZZ during the year ended December 31, 20X1 and, as of that date, ABC Company’s current
liabilities exceeded its total assets by YYY. These events or conditions, along with other matters as set
forth in Note 6 of the audited financial statements, indicate that a material uncertainty exists that may cast
significant doubt on ABC Company’s ability to continue as a going concern. These matters are addressed
in Note 5 of the summary financial statements.

° The communication of other? key audit matters. [Key audit matters are those matters that, in our
professional judgment, were of most significance in our audit of the financial statements of the current

period.]3

Management’s* Responsibility for the Summary Financial Statements

Management is responsible for the preparation of the a-summary ef-the-audited-financial statements in
accordance with [describe established criteria].

Auditor’s Responsibility

Our responsibility is to express an opinion on whether the summary financial statements are consistent, in all
material respects, with (or are a fair summary of) the audited financial statements based on our procedures,
which were conducted in accordance with International Standard on Auditing (ISA) 810 (Revised), Engagements
to Report on Summary Financial Statements.

[Auditor’s signature]
[Bate-ofthe-auditorsreport]

[Auditor’s address]

[Date of the auditor’s report]

In the circumstances where there is no material uncertainty related to going concern, inclusion of the word "other" in the statement
for the communication of key audit matters would not be necessary.

3 The auditor may include additional explanation about key audit matters considered helpful to users of the auditor’s report on the
summary financial statements.
Or other term that is appropriate in the context of the legal framework in the particular jurisdiction
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lllustration 2:
Circumstances include the following:
o An unmodified opinion is expressed on the audited financial statements.

. Criteria are developed by management and adequately disclosed in Note X. The auditor has
determined that the criteria are acceptable in the circumstances.

° The auditor’s report on the summary financial statements is dated the same as the date of
the auditor’'s report on the financial statements from which the summary financial
statements are derived.

. The auditor’s report on the audited financial statements includes a statement that describes
an_uncorrected material misstatement of the other information. The other information to
which this uncorrected material misstatement relates is also _information included in a
document containing the summary financial statements and the auditor’s report thereon.

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS
[Appropriate Addressee]

Opinion

The aecompanying-summary financial statements, which comprise the summary balance sheet as at
December 31, 20X1, the summary income statement, summary statement of changes in equity and
summary cash flow statement for the year then ended, and related notes, are derived from the audited
fi nanC|aI statements of ABC Company for the year ended December 31, 20X1—We—e*p¥essed—an

are consistent, in all material respects,
with (or a fair summary 00 those-the audited financial statements, on the basis described in Note X. [Opinion
paragraph and heading moved up from below]

Summary Financial Statements

The summary financial statements do not contain all the disclosures required by [describe financial reporting
framework applied in the preparation of the audited financial statements of ABC Company]. Reading the
summary financial statements_and the auditor’s report thereon, therefore, is not a substitute for reading the
audited financial statements and the auditor’s report thereonef ABC-Company.

The Audited Financial Statements and Our Report Thereon

We expressed an unmodified audit opinion on the audited financial statements in our report dated February
15, 20X2. [The audited financial statements are included in the 20X1 Annual Report. The auditor’s report
on the audited financial statements includes a statement that describes an uncorrected material
misstatement of other information within Management’s Discussion and Analysis of the 20X1 Annual
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Report. Management’s Discussion and Analysis, and the uncorrected material misstatement of the other
information therein, are also contained in the 20X1 Summary Annual Report.] [Describe the uncorrected
material misstatement of the other information]. [The first sentence of this paragraph moved from last
sentence in first paragraph in the Opinion section and amended slightly for clarity]

Management’s® Responsibility for the Summary Financial Statements

Management is responsible for the preparation of the a-summary efthe-audited-financial statements on the
basis described in Note X.

Auditor’s Responsibility

Our responsibility is to express an opinion on whether the summary financial statements are consistent, in all
material respects, with (or are a fair summary of) the audited financial statements based on our procedures,
which were conducted in accordance with International Standard on Auditing (ISA) 810 (Revised), Engagements
to Report on Summary Financial Statements.

[Auditor’s signature]
[Bate-ofthe-auditorsreport]

[Auditor’s address]

[Date of the auditor’s report]

6 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction
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lllustration 3:
Circumstances include the following:
o A qualified opinion is expressed on the audited financial statements.

. Criteria are developed by management and adequately disclosed in Note X. The auditor has
determined that the criteria are acceptable in the circumstances.

° The auditor’s report on the summary financial statements is dated the same as the date of
the auditor’'s report on the financial statements from which the summary financial
statements are derived.

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS

[Appropriate Addressee]

Opinion

The accompanying-summary financial statements, which comprise the summary statement of financial
position as at December 31, 20X 1, the summary statement of comprehensive income, summary statement
of changes in equity and summary statement of cash flows for the year then ended, and related notes, are

derived from the audited financial statements of ABC Company (the Company) for the year ended
December 31, 20X1.7 We expressed a qualified audit opinion on those financial statements in our report

dated February 15, 20X2-(see-below).8

In our opinion, the a ccompanymg summary financial statements derivedfrom—the auditedfinancial

X1-are consistent, in all material respects,
with (or a fair summary of) these_the audited financial statements, on the basis described in Note X.
However, the summary financial statements are misstated to the equivalent extent as the audited financial
statements of ABC Company for the year ended December 31, 20X1. [Opinion paragraph and heading
moved up from below]

Summary Financial Statements

The summary financial statements do not contain all the disclosures required by [describe financial
reporting framework applied in the preparation of the audited financial statements of ABC Company].
Reading the summary financial statements_and the auditor’s report thereon, therefore, is not a substitute
for reading the audited financial statements_and the auditor’s report thereonef ABC-Company.

The Audited Financial Statements and Our Report Thereon

We expressed a qualified audit opinion on Fhe-misstatementof-the audited financial statements—is

described-in-ourqualified-audit-opinion in our report dated February 15, 20X2. The basis for oQur qualified
audit opinion wasis-based-onthe-fact [that the-companysinventoriesare-carriedin-thestatementoffinancial

The positioning of this reference to the qualified opinion in the auditor's report on the audited financial statements in the Opinion

paragraph on the summary financial statements assists users in understanding that although the auditor has expressed an
unmodified opinion on the summary financial statements, the summary financial statements reflect audited financial statements
that are materially misstated.
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position-in-those-financial-statements-atooc—Mmanagement has not stated the inventories at the lower of

cost and net realizable value but has stated them solely at cost, which constitutes a departure from
International Financial Reporting Standards]. The Ceompany’s records indicate that had management
stated the inventories at the lower of cost and net realizable value, an amount of xxx would have been
required to write the inventories down to their net realizable value. Accordingly, cost of sales would have
been increased by xxx, and income tax, net income and shareholders’ equity would have been reduced by
xxX, xxx and xxx, respectively.-Ourqualified-auditopinion-states-that-exceptiforthe-effects-of the-described

paragraph moved up from the Opinion section below and amended for clarity]

Management’s® Responsibility for the Summary Financial Statements

Management is responsible for the preparation of the a-summary ofthe-audited-financial statements on the
basis described in Note X.

Auditor’s Responsibility

Our responsibility is to express an opinion on whether the summary financial statements are consistent, in
all material respects, with (or are a fair summary of) the audited financial statements based on our procedures,
which were conducted in accordance with International Standard on Auditing (ISA) 810_(Revised),
Engagements to Report on Summary Financial Statements.

[Auditor’s signature]

® Or other term that is appropriate in the context of the legal framework in the particular jurisdiction
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[Date-of the-auditor'sreport]
[Auditor’s address]

[Date of the auditor’s report]
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lllustration 4:
Circumstances include the following:
o An adverse opinion is expressed on the audited financial statements.

. Criteria are developed by management and adequately disclosed in Note X. The auditor has
determined that the criteria are acceptable in the circumstances.

° The auditor’s report on the summary financial statements is dated the same as the date of
the auditor’'s report on the financial statements from which the summary financial
statements are derived.

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS
[Appropriate Addressee]

Denial of Opinion

The aecompanying-summary financial statements, which comprise the summary balance sheet as at
December 31, 20X1, the summary income statement, summary statement of changes in equity and
summary cash flow statement for the year then ended, and related notes, are derived from the audited
financial statements of ABC Company for the year ended December 31, 20X1.#°

As a result of the adverse opinion on the audited financial statements Because-of the-significance-of-the
matterdiscussed in The Audited Financial Statements and our Report Thereon section of our reportabove,

it is inappropriate to express an opinion on the accompanying summary financial statements—e-ABG

Company-forthe yearended December34.-20X1. [Opinion paragraph and heading moved up from below]

Summary Financial Statements

The summary financial statements do not contain all the disclosures required by [describe financial reporting
framework applied in the preparation of the audited financial statements of ABC Company]. Reading the
summary financial statements_and the auditor’s report thereon, therefore, is not a substitute for reading the
audited financial statements and the auditor’s report thereonef ABC-Company.

The Audited Financial Statements and Our Report Thereon

In our report dated February 15, 20X2, we expressed an adverse opinion on the audited financial
statements of ABC Company for the year ended December 31, 20X1. The basis for our adverse opinion

was [describe basis for adverse audit opinion].-Our-adverse-opinion-stated-that[describe-adverse-opinion}:
[Moved from Denial of Opinion section below and amended slightly for clarity]
Management’s'' Responsibility for the Summary Financial Statements

Management is responsible for the preparation of the a-summary ef the-audited-financial statements on the
basis described in Note X.

1"

Or other term that is appropriate in the context of the legal framework in the particular jurisdiction
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Auditor’s Responsibility

Our responsibility is to express an opinion on whether the summary financial statements are consistent, in all
material respects, with (or are a fair summary of) the audited financial statements based on our procedures,
which were conducted in accordance with International Standard on Auditing (ISA) 810 (Revised), Engagements
to Report on Summary Financial Statements.

[Auditor’s signature]
[Bate-ofthe-auditorsreport]

[Auditor’s address]

[Date of the auditor’s report]
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lllustration 5:

Circumstances include the following:
o An unmodified opinion is expressed on the audited financial statements.
o Established criteria for the preparation of summary financial statements exist.

. The auditor concludes that it is not possible to express an unmodified opinion on the
summary financial statements.

. The auditor’s report on the summary financial statements is dated the same as the date of
the auditor’s report on the financial statements from which the summary financial
statements are derived.

REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS
[Appropriate Addressee]

Adverse Opinion

The accompanying-summary financial statements, which comprise the summary balance sheet as at
December 31, 20X1, the summary income statement, summary statement of changes in equity and
summary cash flow statement for the year then ended, and related notes, are derived from the audited
financial statements of ABC Company for the year ended December 31, 20X1. We—expressed—an

In our opinion, because of the significance of the matter described in the Basis for Adverse Opinion
sectionparagraph, the accompanying summary financial statements referred-to-above-are not consistent
with (or a fair summary of) the audited financial statements of ABC Company for the year ended December
31, 20X1, in accordance with [describe established criteria]. [Adverse opinion paragraph and heading
moved up from below]

Basis for Adverse Opinion

[Describe matter that caused the summary financial statements not to be consistent, in all material respects,
with (or a fair summary of) the audited financial statements, in accordance with the applied criteria. [Moved
the Basis for Adverse Opinion section up from below]

Summary Financial Statements

The summary financial statements do not contain all the disclosures required by [describe financial reporting
framework applied in the preparation of the audited financial statements of ABC Company]. Reading the
summary financial statements_and the auditor’s report thereon, therefore, is not a substitute for reading the
audited financial statements_and the auditor’s report thereonef-ABG-Cempany.
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The Audited Financial Statements and Our Report Thereon

We expressed an unmodified audit opinion on the audited financial statements in our report dated February
15, 20X2. [Moved from last sentence in first paragraph above and amended slightly for clarity]

Management’s '3 Responsibility for the Summary Audited Financial Statements

Management is responsible for the preparation of the a-summary efthe-audited-financial statements in
accordance with [describe established criteria].

Auditor’s Responsibility

Our responsibility is to express an opinion on whether the summary financial statements are consistent, in all
material respects, with (or are a fair summary of) the audited financial statements based on our procedures,
which were conducted in accordance with International Standard on Auditing (ISA) 810 (Revised), Engagements
to Report on Summary Financial Statements.

[Auditor’s signature]

[Auditor’s address]

[Date of the auditor’s report]

3 Or other term that is appropriate in the context of the legal framework in the particular jurisdiction
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ISA 810 (REVISED), ENGAGEMENTS TO REPORT ON SUMMARY
FINANCIAL STATEMENTS

This Basis for Conclusions has been prepared by Staff of the International Auditing and Assurance
Standards Board (IAASB). It relates to, but does not form part of, ISA 810 (Revised), Engagements to
Report on Summary Financial Statements.

ISA 810 (Revised) was approved with the affirmative votes of 16 out of 17 IAASB members present for the
vote at the December 2015 meeting.!

Background

1.

In finalizing its new and revised Auditor Reporting standards,? the IAASB agreed that it would also
be in the public interest to consider how such changes should affect the ISA 800 series, which
included:

. ISA 800, Special Considerations—Audits of Financial Statements Prepared in Accordance
with Special Purpose Frameworks;

. ISA 805, Special Considerations—Audits of Single Financial Statements and Specific
Elements, Accounts or Items of a Financial Statement; and

. ISA 810, Engagements to Report on Summary Financial Statements.

The IAASB issued an exposure draft (ED) of proposed changes to ISA 800 and ISA 805 (ED-ISA
800/805) in January 2015, and ISA 800 (Revised)® and ISA 805 (Revised)* were issued in January
2016.

For a full record of the voting on ISA 810 (Revised), including the rationale of the IAASB member who voted against the standard,
see the minutes of the December 7-11, 2015 IAASB meeting at http://www.iaasb.org/meetings/new-york-usa-11 under the

heading “Minutes.” One IAASB member was not present for the vote at the December 2015 meeting and was therefore ineligible
to vote.

In September 2014, the IAASB unanimously approved its new and revised Auditor Reporting standards and related conforming
amendments, which comprise:

. ISA 700 (Revised), Forming an Opinion and Reporting on Financial Statements

. New ISA 701, Communicating Key Audit Matters in the Independent Auditor’'s Report

. ISA 705 (Revised), Modifications to the Opinion in the Independent Auditor’'s Report

. ISA 706 (Revised), Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor's Report
. ISA 570 (Revised), Going Concern

. ISA 260 (Revised), Communication with Those Charged with Governance

. Conforming amendments to other ISAs.

These standards were released in January 2015 and will be effective for audits for periods ending on or after December 15,
2016.

ISA 800 (Revised) deals with special considerations in the application of the ISAs (100-700 series) to an audit of financial
statements that are prepared in accordance with a special purpose framework. A special purpose framework is defined in the
ISAs as a financial reporting framework designed to meet the financial information needs of specific users. The financial reporting
framework may be a fair presentation framework or a compliance framework.

ISA 805 (Revised) deals with special considerations in the application of the ISAs (100-700 series) to an audit of a single financial
statement or a specific element, account or item of a financial statement (referred to hereafter as “element of a financial
statement” or “element”).



BASIS FOR CONCLUSIONS: ISA 810 (REVISED)
Prepared by the Staff of the IAASB

ISA 810 deals with the auditor’s responsibilities relating to an engagement to report on summary
financial statements derived from financial statements audited in accordance with ISAs by that
same auditor. The IAASB initially considered including amendments to extant ISA 810 in ED-ISA
800/805 to take into account the enhancements resulting from the new and revised Auditor
Reporting standards. However, recognizing that the nature and objective® of an ISA 810
engagement is substantively different from an audit of financial statements, the IAASB determined
that further consideration of the need for, and nature of, potential changes to extant ISA 810 was
warranted.

The IAASB concluded that it was necessary to:
(&) Further understand the nature and use of extant ISA 810 on a global basis.

(b) Undertake a technical review of extant ISA 810 for the purpose of identifying conflicts, if any,
that would make it inoperable in its current form in relation to the new and revised Auditor
Reporting standards.

(c)  Solicit views about whether conforming amendments to extant ISA 810 were needed and, if
so, what approach should be taken to incorporate the enhancements resulting from the new
and revised Auditor Reporting standards into extant ISA 810. ED-ISA 800/805 included an
explicit question in this regard.

The Explanatory Memorandum of ED-ISA 800/805 noted that, at its December 2014 meeting, the
IAASB considered preliminary feedback obtained from an informal survey of national auditing
standard setters (NSS) and accounting firms about the use of extant ISA 810 and how the standard
was adapted at the national level. This feedback indicated that extant ISA 810 is used as a starting
point for a limited number of jurisdictions in which auditors are engaged to report on summary
financial statements. Tailored versions of extant ISA 810 are used in these jurisdictions, and in
some cases supplementary national guidance has been developed to reflect the facts and
circumstances that are relevant within the context of the national environments where these
engagements are performed.

While ED-ISA 800/805 was out for public comment, the IAASB discussed the results of an IAASB
Staff-led technical review of extant ISA 810. This review confirmed the views previously discussed
by the IAASB at its September 2014 meeting — namely, that an information gap would result in
circumstances when a material uncertainty related to going concern or an uncorrected material
misstatement of other information was highlighted in the auditor’s report on the related audited
financial statements. Such matters were previously required to be addressed in the auditor’s report
on the audited financial statements in an Emphasis of Matter (EOM) paragraph or an Other Matter
(OM) paragraph, respectively, and, in accordance with paragraph 17 of extant ISA 810, would
always be required to be highlighted in the auditor’s report on the summary financial statements
(referred to hereafter as “the ISA 810 report”). ISA 570 (Revised) and ISA 720 (Revised)® now
require separate sections in the auditor’s report on the audited financial statements when such
circumstances exist (i.e., these matters are no longer addressed using an EOM or OM paragraph).

The objective of an ISA 810 engagement is for the auditor to report on the derivation of the summary financial statements from
the audited financial statements, and not to express an opinion on the fairness of those summary financial statements.

ISA 720 (Revised), The Auditor's Responsibilities Related to Other Information. In revising ISA 720, the IAASB also
recharacterized some of the terminology used in that ISA, such that the required disclosures in the auditor’s report focus on
uncorrected material misstatements of other information rather than material inconsistencies identified in other information.
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10.

11.

BASIS FOR CONCLUSIONS: ISA 810 (REVISED)
Prepared by the Staff of the IAASB

Because extant ISA 810 does not refer to the new sections required by ISA 570 (Revised) and ISA
720 (Revised), without the IAASB making amendments to extant ISA 810, these newly required
sections would not be required to be highlighted in the ISA 810 report.

Feedback from responses to ED-ISA 800/805 confirmed that changes to extant ISA 810 were
warranted, although mixed views were expressed as to the nature and extent of changes that were
needed. The IAASB also sought input from the IAASB Consultative Advisory Group (IAASB CAG),
as well as the IAASB’s NSS Liaison Group.

In August 2015, the IAASB published an exposure draft of proposed ISA 810 (Revised) (ED-ISA
810). Consistent with the approach taken in ISA 800 (Revised) and ISA 805 (Revised), the intent of
the amendments to extant ISA 810 was not to substantively change the premise of an ISA 810
engagement, but rather to make limited changes to take into account the enhancements to auditor
reporting.

Thirty-four responses to ED-ISA 810 were received, across a broad range of stakeholders.
Respondents included regulators and audit oversight bodies, NSS, accounting firms, IFAC member
bodies, as well as representatives of small and medium practices (SMPs).

The IAASB also discussed the feedback on ED-ISA 810 with the IAASB CAG prior to the
finalization of the changes to ISA 810 (Revised).

Although investor groups did not formally comment on ED-ISA 810, the IAASB considered and took
into account the feedback received from investors as part of (i) the IAASB’s broader Auditor
Reporting project in finalizing ISA 810 (Revised) and (ii) investor participation on the IAASB CAG.

While respondents generally supported the approach the IAASB had taken in developing the
amendments to extant ISA 810, clarification was sought on a number of areas addressed in the
standard. This Basis for Conclusions explains the more significant issues raised by respondents,
and how the IAASB has addressed them.

Significant Matters

Public Interest Issues Addressed by This Project

12.

13.

In proposing changes to the ISAs relevant to auditor reporting on general purpose financial
statements, the IAASB recognized the public interest benefits of greater transparency about the
audit (in particular, through the communication of key audit matters and disclosure of the name of
the engagement partner for audits of financial statements of listed entities), as well as increasing
investor attention on matters related to going concern and other information.

The IAASB considered how best to leverage this additional transparency provided in the auditor’s
report on the complete set of general purpose financial statements in circumstances where the
auditor is also engaged to report on summary financial statements, in light of the nature and
objective of the ISA 810 engagement. The IAASB sought to find an appropriate balance between
drawing attention to relevant information in the auditor’s report on the audited financial statements
and managing the potential for the ISA 810 report to inadvertently give the impression that the
engagement had a broader objective than it actually did (i.e., beyond being an engagement to
report on the consistency of the summary financial statements with the audited financial statements
on the basis of applied criteria).



14.

15.

16.

BASIS FOR CONCLUSIONS: ISA 810 (REVISED)
Prepared by the Staff of the IAASB

As explained in paragraph A5 of ISA 810 (Revised), the criteria for the preparation of summary
financial statements may be established by an authorized or recognized standards setting
organization or by law or regulation. While the IAASB is not aware of any international framework or
criteria addressing the preparation of summary financial statements, the IAASB recognizes that
accounting standard setters, securities regulators and others can and do set out requirements on a
national basis for summary financial statements in light of the intended users of this information
(see paragraph 4 of this Basis for Conclusions). Where established criteria do not exist, criteria may
be developed by management based on practice in a particular industry.”

The IAASB therefore believes it is also in the public interest to allow for flexibility in relation to
auditor reporting in this area to align with the needs and expectations of users of ISA 810 reports,
and envisages that NSS, local regulators or others may continue to consider it appropriate to add
more detailed requirements to national versions of ISA 810 (Revised).

Importantly, extant ISA 810 required reference to be made to the auditor’s report on the complete
set of financial statements,® as well as a statement that advises readers of the ISA 810 report that
reading the summary financial statements is not a substitute for reading the audited financial
statements.® Extant ISA 810 also required the auditor to obtain the agreement of management that
it acknowledges and understands its responsibility to make the audited financial statements
available to the intended users of the summary financial statements without undue difficulty.°
These concepts have been retained — and also supplemented — in ISA 810 (Revised) (see further
discussion in paragraphs 35-37 of this Basis for Conclusions).

Nature and Extent of Changes from Extant ISA 810

17.

18.

In summary, the proposed changes in ED-ISA 810 were intended to:

(a8 Amend extant ISA 810 requirements to address the information gap described in paragraph 5
of this Basis for Conclusions related to a material uncertainty related to going concern or an
uncorrected material misstatement of other information being communicated in the auditor’s
report on the audited financial statements.

(b) Introduce a new requirement for the ISA 810 report to include a reference to any
communication of key audit matters in the auditor’s report on the audited financial statements
(i.e., limited to requiring a reference to the existence of such communication without needing
to describe, repeat or otherwise refer to individual key audit matters).

(c) Present the ISA 810 illustrative auditor’s reports in a manner consistent with those in ISA 700
(Revised) in terms of the layout and content, including the ordering of elements (for example,
the Opinion section is now positioned first) and use of headings.

ED-ISA 810 also incorporated conforming amendments resulting from ISA 720 (Revised), which
was released in April 2015.

10

Paragraph 6 of ISA 810 (Revised) requires the auditor to determine whether the applied criteria are acceptable before accepting
an engagement to report on summary financial statements.

ISA 810, paragraph 14(c)(iii), now paragraph 16(h) of ISA 810 (Revised)
ISA 810, paragraph 14(c)(v), now paragraph 16(f) of ISA 810 (Revised)
ISA 810, paragraph 6(b)(ii), now paragraph 6(b)(ii) of ISA 810 (Revised)
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BASIS FOR CONCLUSIONS: ISA 810 (REVISED)
Prepared by the Staff of the IAASB

Other Information

Background

19.

20.

21.

Extant ISA 810 addressed the concept of “other information” from two angles as follows:

0] Requiring a statement in the ISA 810 report when the auditor’s report on the audited financial
statements included an OM paragraph. Paragraph 10(a) of extant ISA 720 required the
auditor to use an OM paragraph to describe a material inconsistency in other information with
the audited financial statements. Paragraph 17 of extant ISA 810 required the auditor to
describe, in the ISA 810 report, the OM paragraph that was included in the auditor’s report on
the audited financial statements and the effect thereof on the summary financial statements,
if any.

(i)  Setting out a requirement in relation to other information in documents containing summary
financial statements. Paragraph 24 of extant ISA 810 established a requirement in an ISA
810 engagement to read other information included in a document containing the summary
financial statements and related auditor’s report to identify material inconsistencies, if any
between the summary financial statements and this other information. While some of the
terms in the requirement were aligned with terminology used in extant ISA 720, guidance in
paragraph A19 of extant ISA 810 signaled that, adapted as necessary in the circumstances,
the requirements and guidance in extant ISA 720 may be helpful in applying the requirement
in extant ISA 810 — that is, the intent was not for extant ISA 720 to apply in its entirety to an
ISA 810 engagement.

As explained in paragraph 5 of this Basis for Conclusions, the IAASB found it necessary to propose
changes in ED-ISA 810 to better align with the approach to other information taken in ISA 720
(Revised), namely that a new section (rather than an OM paragraph) is required when an
uncorrected material misstatement of other information is identified (see paragraphs 17(e) and
17(ii)a.-b. of ED-ISA 810). These proposed changes would have continued to require the auditor to
describe, in the ISA 810 report, any uncorrected material misstatement of other information
described in the auditor’s report on the audited financial statements and the effect thereof, if any,
on the summary financial statements.

In finalizing ISA 720 (Revised) in December 2014, the IAASB also approved a conforming
amendment to paragraph 24 of extant ISA 810. This conforming amendment was included as
paragraph 24 of ED-ISA 810 as follows:

The auditor shall read the other information included in a document containing the
summary financial statements and related auditor’s report to consider whether there is a
material inconsistency between the other information and the summary financial
statements. If the auditor identifies a material inconsistency, the auditor shall determine
whether the summary financial statements or the other information needs to be revised. If
the auditor becomes aware that the other information needs to be revised, the auditor
shall discuss the matter with management.

Summary of Comments Received on Exposure

22.

Notwithstanding the IAASB's intent to alleviate the potential information gap in relation to other
information (see paragraphs 5 and 20 of this Basis for Conclusions), some respondents did not
support inclusion, in all cases, of a statement in the ISA 810 report that describes an uncorrected
material misstatement of other information in the auditor’s report on the audited financial

7



23.

BASIS FOR CONCLUSIONS: ISA 810 (REVISED)
Prepared by the Staff of the IAASB

statements in accordance with ISA 720 (Revised). These respondents were of the view that
drawing attention to a misstatement of other information that accompanied the audited financial
statements could be confusing for the reader of the summary financial statements (and the ISA 810
report) if that (or any) other information is not relevant to or included in a document that also
contains the summary financial statements (i.e., if no “summary other information” is presented in
relation to the summary financial statements). It was suggested that the auditor should be able to
exercise judgement in determining whether to make such a reference, as the relevance of the
information about a material misstatement of other information in the context of the audited financial
statements to the reader of the ISA 810 report could depend on whether the relevant other
information included in a document containing the summary financial statements was misstated for
the same reason.

Two respondents to ED-ISA 810 also asked the IAASB to clarify the auditor’s responsibilities and
related work effort when a material inconsistency has been identified between the other information
contained in a document that also contains the summary financial statements and management
refuses to correct this inconsistency (i.e., paragraph 24 of ED-ISA 810). It was suggested that
further guidance in ISA 810 (Revised) would be helpful to explain how the reporting requirements in
ISA 720 (Revised) may be adapted as necessary in the circumstances.

IAASB Decisions

Reference in the ISA 810 Report to an Uncorrected Material Misstatement of the Other Information in the
Auditor’'s Report on the Audited Financial Statements

24,

25.

26.

The IAASB explored an alternative that would have required reference to a statement in the
auditor’s report on the audited financial statements about an uncorrected material misstatement of
the other information if that other information was also included in a document that contained the
summary financial statements and the auditor’s report thereon.

However, the IAASB was not supportive of the conditionality in the proposed requirement and saw
the requirement as overly complex and addressing a particular scenario that would likely not occur
frequently in practice (i.e., the IAASB noted that it would likely be rare for auditor’s reports on
audited financial statements to contain statements about uncorrected material misstatements of
other information, as in most cases it would be reasonable to expect that management would
correct such misstatements upon becoming made aware of them).

The IAASB therefore agreed to retain the proposed requirement that the ISA 810 report include a
description of any uncorrected material misstatement of the other information included in the
auditor’s report on the audited financial statements and the effects thereof, if any, on the
information included in a document containing the summary financial statements and the auditor’s
report thereon (see paragraphs 19(e) and 19(ii)(c) of ISA 810 (Revised)). The IAASB also agreed to
add new application material to explain that, when an uncorrected material misstatement of the
other information has been identified in the auditor’s report on the audited financial statements and
that uncorrected material misstatement relates to a matter that is dealt with in the information in a
document containing the summary financial statements and the auditor’s report thereon, a material
inconsistency between the summary financial statements and that information may exist or the
information may be misleading (see paragraph A15 of ISA 810 (Revised)). This revised approach
takes into account the desire that a reference be made in the ISA 810 report to the existence of a
statement about an uncorrected material misstatement of the other information in the auditor’s
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report on the audited financial statement, while allowing for flexibility in how that matter could be
described in the ISA 810 report.

Work Effort on Information Included in a Document Containing the Summary Financial Statements and
the Auditor’'s Report Thereon

27.

To further clarify the auditor’s responsibilities related to information included in a document
containing summary financial statements and the auditor’s report thereon (i.e., paragraph 24 of ED-
ISA 810), the IAASB agreed to:

Move the requirements addressing the intended work effort related to information included in
a document containing summary financial statements and the auditor’s report thereon to
appear in the standard prior to the requirements related to the auditor’s report on the
summary financial statements (see paragraphs 14-15 of ISA 810 (Revised)). As noted in
paragraph 19(ii) of this Basis for Conclusions, the intent is not for ISA 720 (Revised) to apply
in its entirety to an ISA 810 engagement. Rather, the revised requirements in ISA 810
(Revised) are consistent with the approach in extant ISA 810, using terminology and
concepts that are aligned with ISA 720 (Revised). To avoid confusion between the work effort
required by ISA 810 (Revised) and the work effort required by ISA 720 (Revised), the IAASB
decided to amend ED-ISA 810 to refer to “information included in a document containing
summary financial statements and the auditor’s report thereon,” rather than “other
information”.

Enhance those requirements by:

o] Requiring the auditor to read the information included in a document containing the
summary financial statements and the auditor’s report thereon and consider whether
there is a material inconsistency between that information and the summary financial
statements (as compared to the conforming amendment described in paragraph 21 of
this Basis for Conclusions). Doing so aligns this requirement to be more consistent with
the manner in which the expected work effort on other information in the context of an
audit of financial statements is described in ISA 720 (Revised). One IAASB member
disagreed with this change, which lead to the dissenting vote (reasons for the
disagreement are discussed in the minutes referred to in footnote 1 of this Basis for
Conclusions).

o] Adding the words “including considering the implications for the auditor’s report on the
summary financial statements” to provide greater specificity about what the appropriate
action may be in the circumstances where the auditor identifies a material
inconsistency between the information included in the document containing the
summary financial statements and the summary financial statements, and
management refuses to revise that information as necessary.

Enhance the application material associated with those requirements to contrast the
differences between the requirements in ISA 720 (Revised) and ISA 810 (Revised) and
provide the auditor with guidance on the application of the requirements when information in
a document containing the summary financial statements deals with some or all of the same
matters as the other information included in the annual report, as well as matters that are not
dealt with in the other information included in the annual report.
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Other Issues Raised by Respondents

Key Audit Matters

28.

29.

30.

31.

32.

As noted in paragraph 17(b) of this Basis for Conclusions, ED-ISA 810 introduced a new
requirement for the ISA 810 report to include a reference to the communication of key audit matters
in the auditor’s report on the audited financial statements (see paragraph 19(i) of ISA 810
(Revised)).

The majority of the respondents to ED-ISA 810 supported this approach. A few respondents had
mixed views on the appropriate level of detail that might appear in the ISA 810 report in relation to
key audit matters.

The Explanatory Memorandum of ED-ISA 810 explained that the IAASB debated the merits of
requiring additional language that would provide greater context about key audit matters. For
example, the IAASB considered requiring the auditor to list the subheadings or topics of key audit
matters in the auditor’s report or include the descriptions of individual key audit matters in their
entirety. The IAASB ultimately decided against doing so, as detailed reference to individual key
audit matters may give the impression that the ISA 810 engagement is something other than what
is intended, would potentially lengthen the ISA 810 report, and could be misleading if the underlying
issues were not relevant to or disclosed in a similar manner in the summary financial statements.
Paragraph A21 of ISA 810 (Revised) has therefore been included to explicitly note that a
description of individual key audit matters in the ISA 810 report is not required.

lllustration 1 of the Appendix to ISA 810 (Revised) provides an example of the statement required
by paragraph 19 of ISA 810 (Revised) when the auditor’s report on the audited financial statements
includes a Material Uncertainty Related to Going Concern section and communication of other key
audit matters. Because key audit matters is a new concept, the IAASB thought it may be useful for
the illustrative auditor’s report to highlight how an auditor might include additional contextual
information about key audit matters, rather than just the required statement. Accordingly, although
not a required element, lllustration 1 includes an additional statement “Key audit matters are those
matters that, in our professional judgment, were of most significance in our audit of the financial
statements of the current period.”

The IAASB did not believe it was appropriate to prohibit auditors from including a more detailed
reference to key audit matters, either generically (as noted in paragraph 30 of this Basis for
Conclusions) or more specifically (i.e., by providing subheadings or descriptions of those matters).
Footnote 3 of Appendix 1 therefore notes that the auditor may include additional explanation about
key audit matters considered helpful to users of the auditor’s report on the summary financial
statements.

Independence and Other Relevant Ethical Responsibilities and Disclosure of the Name of the
Engagement Partner and Reference to the Auditor's Report on the Audited Financial Statements

33.

The Explanatory Memorandum of ED-ISA 810 explained that the IAASB did not believe a statement
about independence and other relevant ethical responsibilities or disclosure of the name of the
engagement partner (for engagements to report on summary financial statements of listed entities)
would be needed in the ISA 810 report, since such information would be available to the users of
the auditor’s report on the audited financial statements, and to which reference would be required
to be made in the ISA 810 report.
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35.

36.

37.
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While the majority of respondents made no comment about this proposal, a few respondents
commented that they did not agree with this approach, noting that the importance of independence
and fulfilling other ethical responsibilities does not differ between an ISA 810 report and the
auditor’s report on the audited financial statements.

The Explanatory Memorandum of ED-ISA 810 also noted that the IAASB had considered whether
the statement in the ISA 810 report referring to the importance of reading the audited financial
statements should be expanded to also emphasize the importance of reading the auditor’s report
on the audited financial statements. At the time of ED-ISA 810, the IAASB concluded that requiring
such a statement would not be necessary, as the approach set out in paragraph 17 of ED-ISA 810
would more explicitly make reference to specific items included in the auditor’s report on the
audited financial statements, thereby achieving the same effect.

While limited, feedback to ED-ISA 810 suggested that expanding the required statement in the ISA
810 report would further emphasize the importance of reading both the audited financial statements
and the auditor’s report thereon, including in cases when none of the circumstances addressed by
paragraph 19 of ISA 810 (Revised) apply. The IAASB therefore reconsidered its decision and
agreed that that paragraph 16(f) of ISA 810 (Revised) should include the underlined text below:

“...reading the summary financial statements and the auditor’s report thereon is
not a substitute for reading the audited financial statements_and the auditor’s

report thereon.”

The IAASB believes that drawing greater attention in the ISA 810 report to the need to read the
auditor’s report on the audited financial statements could mitigate the concern of those respondents
who expressed a preference for the statement on independence and other relevant ethical
requirements and disclosure of the engagement partner for listed entities to be included in the ISA
810 report.

Sequencing of the Elements of the Auditor’s Report on the Summary Financial Statements

38.

39.

40.

In contrast to ISA 800 (Revised) and ISA 805 (Revised), which are linked directly to ISA 700
(Revised), ISA 810 (Revised) is a stand-alone standard. It includes requirements that address the
elements that are to be included in an ISA 810 report (see paragraphs 16—21 of ISA 810
(Revised)). Though some of those reporting elements are similar to the elements that are required
in an auditor’s report on a complete set of general purpose financial statements (i.e., paragraphs
21-49 of ISA 700 (Revised)), those elements are appropriately described in the context of an
engagement to report on summary financial statements.

In ED-ISA 810, the IAASB retained a degree of symmetry between the layout of the illustrative
auditor’s reports on summary financial statements and the illustrative auditor’s reports on audited
financial statements included in ISA 700 (Revised). The IAASB also agreed to reorder certain of the
elements included in paragraph 14 of ED-ISA 810 for this purpose. The illustrative reports in the
Appendix to ED-ISA 810 therefore represented the IAASB'’s preferred ordering within the report.

However, the IAASB did not believe it was necessary to mandate the ordering of certain elements
in the ISA 810 report (e.g., i.e., to require the Opinion section to be presented first) or require the
use of specific headings (in contrast to the approach taken in ISA 700 (Revised)). In this regard, the
IAASB agreed to delete the phrase “An introductory paragraph that:” in the requirement in
paragraph 14(c) of extant ISA 810, as this phase implied a particular order was required for the ISA
810 report.

11
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While the majority of the respondents agreed with the flexibility in paragraph 14 of ED-ISA 810
related to the sequencing of the ISA 810 report, some respondents suggested that paragraph 14 of
ED-ISA 810 should require mandatory sequencing of the elements of the ISA 810 report to promote
consistency, especially with regard to where the opinion should be placed.

IAASB Decisions

42.

The IAASB was not convinced that it was necessary to mandate the ordering of elements in the ISA
810 report or require the use of specific headings — in part, because doing so would unduly limit the
flexibility for jurisdictions that may wish to further tailor ISA 810 (Revised) in the context of the
national environment where these engagements are performed (see paragraphs 14-15 of this
Basis for Conclusions).

Matters Considered to be Outside the Scope of This Project

43.

In addition, a few respondents raised matters that were considered to be out of the project scope,
and a few suggested that a more comprehensive revision of extant ISA 810 would be warranted at
a future date. The IAASB considered these suggestions, however, given the limited scope of the
project, the IAASB did not find it necessary to make additional changes to ISA 810 (Revised). At
this time, the IAASB does not contemplate a more fulsome revision of ISA 810 (Revised), but
consideration will be given to understanding the practical implementation issues, if any, as they
relate specifically to ISA 810 (Revised), in the context of the planned post-implementation review of
the new and revised Auditor Reporting standards.
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AGENDA ITEM NO. 7(b)
Meeting Date: 18 April 2016
Subiject: Integrated Reporting Update
Date Prepared: 11 April 2016
[ ] Action Required For Information Purposes Only

Agenda Item Objectives

Update the AUASB on <IR> Activities since the 1 December 2015 meeting.

Background
Refer to detail in the attachment at Agenda Item 7(b).1.

Matters to Consider

Part A — General

Refer to Agenda Item 7(b).1 for a brief update on IAASB <IR> WG and general activities since
December 2015.

Part B — NZAuASB
N/A
Part C — “Compelling Reasons” Assessment

N/A

The proposed changes conform with IAASB modification guidelines for NSS? Y N

Material Presented

Agenda ltem 7(b) AUASB Board Meeting Summary Paper
Agenda Item 7(b).1 Attachment to AUASB Board Meeting Summary Paper

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.

Auditing and Assurance Standards Board, Podium Level, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auasb.gov.au, Web site: www.auash.gov.au
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AGENDA ITEM NO. 7(b)_1

Meeting Date: 18 April 2016

Subject: Integrated Reporting Update
Date Prepared: 11 April 2016

General Activities since 1December 2015

International

1. IIRC April 2016 Newsletter provides further information on <IR> activities undertaken by the IIRC
in recent months.

2. Paul Druckman has announced he will step down as the CEO of the IRC when an appropriate
successor has been found. This is likely to be in the early part of the new financial year.

3. GE launches its integrated summary in March 2016.

4. Sanford releases it integrated report in early December 2015.

5. The Corporate Reporting Dialogue (CRD) released a paper titled Statement of Common Principles of
Materiality. This document compares materiality definitions and approaches by Corporate Reporting
Dialogue participants. The concepts in this paper represent common foundational principles believed
to be broadly consistent with all forms of standards' development and business reporting to
stakeholders. The paper demonstrates a commitment by participants to identify practical ways and
means by which their respective frameworks, standards and related requirements can be aligned and
rationalised.

Australia

1. Paul Druckman, CEO IIRC was in Australia and NZ in March 2016 for a round of meetings with

stakeholder organisations, regulators, standard setters, assurance practitioners, director community
and Treasury. The AUASB attended a panel discussion facilitated by NAB (pilot <IR> company)
and the BLRF meeting while Paul was in Australia.

IAASB <IR>WG

1.

The IAASB <IR> Assurance Working Group (<IR>WG), chaired by Merran Kelsall, presented an
update to the CAG on the progress on the Emerging External Reporting discussion paper prior to the
March 2016 meeting. An update was also given to the IAASB at the meeting.

The IAASB <IR> WG met on 11 and 12 April in London to discuss and finalise the discussion paper
which now includes the broader context of external reporting and more specifically: credibility and
trust, assurance engagement options, analysis of common features across multiple reporting
frameworks and key assurance issues. It is anticipated the paper will go to the 20-24 June 2016
IAASB meeting for comment.

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.

Auditing and Assurance Standards Board, Podium Level, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auash.gov.au, Web site: www.auasb.gov.au
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AGENDA ITEM NO. 8(c)
Meeting Date: 18 April 2016
Subject: Updated AUASB Technical Work Program for year ending 30 June 2016
Date Prepared: 12 April 2016
Action Required D For Information Purposes Only

Agenda Item Objectives

To provide to the AUASB with an updated AUASB Technical Work Program for the financial year ending
30 June 2016.

Material Presented

Agenda Item 8(c) AUASB Board Meeting Summary Paper
Agenda Item 8(c).1 Updated AUASB Technical Work Program for year ending 30 June 2016

Action Required

No. | Action Item Deliverable | Responsibility | Due Date Status

1. AUASB Technical Work Program | For noting AUASB 18 April 2016
for year ending 30 June 2016

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.
Auditing and Assurance Standards Board, Podium Level, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auasb.gov.au, Web site: www.auash.gov.au
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AGENDA ITEM NO. 0
Meeting Date: 18 April 2016
Subject: Strategic Planning
Date Prepared: 12 April 2016
D Action Required For Information Purposes Only

Agenda Item Objectives

At the 15 September 2015 AUASB meeting, the Board was provided with the final AUASB Strategy 2015-
2019. As discussed at the time, the document had been presented in a format similar to that of the AASB,
and had also been provided to the FRC. The AUASB Strategy also been incorporated into the AUASB
Corporate plan for 2015-16, which was provided to the responsible Ministers on 1 September 2015. Copies
of these documents were also provided, for information, at the 22 February 2016 AUASB meeting.

Attached for continued discussion at the 18 April AUASB meeting, are the recent reports to the FRC from
the AUASB and the AASB showing results against the respective strategies for 2015-2019.

Material Presented

Agenda Item 9 AUASB Board Meeting Summary Paper

Agenda Item 9.1 AUASB Corporate Plan 2015-2016 AUASB Strategy 2015-2019

Agenda Item 9.2 AUASB Strategy 2015-2019 — AUASB Initiatives and Functions Mapped to
Strategy and KPI’s for 2015-2016 [Confidential]

Agenda Item 9.3 AASB Strategy 2015-2019 — with Headline KPIs to achieve Strategies
[Confidential]

This document contains preliminary views and/or AUASB Technical Group recommendations to be considered at a meeting of the AUASB,
and does not necessarily reflect the final decisions of the AUASB. No responsibility is taken for the results of actions or omissions to act on
the basis of reliance on any information contained in this document (including any attachments), or for any errors or omissions in it.
Auditing and Assurance Standards Board, Level 14, 530 Collins Street, Melbourne, VIC, 3000
Telephone: +61 3 8080 7400, Facsimile: +61 3 8080 7450, E-mail: enquiries@auasb.gov.au, Web site: www.auash.gov.au
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	A5. In the case of a special purpose financial report, the financial information needs of the intended users are a key factor in determining the acceptability of the financial reporting framework applied in the preparation of the financial report.
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	A6. Compliance with the requirements of Australian Auditing Standards relevant to the audit of a single financial statement or of a specific element of a financial statement may not be practicable when the auditor is not also engaged to audit the enti...
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	A7. A single financial statement or a specific element of a financial statement may be prepared in accordance with an applicable financial reporting framework that is based on a financial reporting framework established by an authorised or recognised ...
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	A8. The form of opinion to be expressed by the auditor depends on the applicable financial reporting framework and any applicable laws or regulations.   In accordance with ASA 700:
	A9. In the case of a single financial statement or of a specific element of a financial statement, the applicable financial reporting framework may not explicitly address the presentation of the financial statement or of the specific element of the fi...
	 Whether the applicable financial reporting framework is explicitly or implicitly restricted to the preparation of a financial report.
	 Whether the single financial statement or the specific element of a financial statement will:
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	A10. The relevance of each of the Australian Auditing Standards requires careful consideration.  Even when only a specific element of a financial statement is the subject of the audit, Australian Auditing Standards such as ASA 240,  ASA 550  and ASA 5...
	A11. ASA 260 requires the auditor to determine the appropriate person(s) within the entity’s governance structure with whom to communicate.   ASA 260 notes that, in some cases, all of those charged with governance are involved in managing the entity, ...
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	A20. ASA 700 requires the auditor to communicate key audit matters in accordance with ASA 701 for audits of a general purpose financial report of listed entities.  For audits of a single financial statement or a specific element of a financial stateme...
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	Reporting on the Entity’s Financial report and on a Single Financial Statement or on a Specific Element of a Financial Statement (Ref: Para. 14)

	A23. Paragraph 14 requires the auditor to consider the implications, if any, of certain matters included in the auditor’s report on the financial report for the audit of the single financial statement or the specific element of a financial statement a...
	A24. Factors that may be relevant in considering those implications include:
	 The nature of the matter(s) being described in the auditor’s report on the financial report and the extent to which it relates to what is included in the single financial statement or a specific element of a financial statement.
	 The pervasiveness of the matter(s) described in the auditor’s report on the financial report.
	 The nature and extent of the differences between the applicable financial reporting frameworks.
	 The extent of the difference between the period(s) covered by the financial report compared to the period(s) or dates of the single financial statement or the element of a financial statement.
	 The time elapsed since the date of the auditor’s report on the financial report.
	A25. For example, in the case when there is a qualification of the auditor’s opinion in relation to accounts receivable in the auditor’s report on the financial report, and the single financial statement includes accounts receivable, or the specific e...
	A26. Key audit matters that are communicated in the auditor’s report on the financial report may have implications for an audit of a single financial statement or the specific element of the financial statement.  The information included in the Key Au...
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	A27. Even when certain matters included in the auditor’s report on the financial report do not have implications for the audit of, or for the auditor’s report on, the single financial statement or the specific element of a financial statement, the aud...
	Adverse Opinion or Disclaimer of Opinion in the Auditor’s Report on the Entity’s Financial report (Ref: Para. 15)

	A28. In the auditor’s report on an entity’s financial report, the expression of a disclaimer of opinion regarding the results of operations and cash flows, where relevant, and an unmodified opinion regarding the financial position is permitted since t...
	Examples of Specific Elements, Accounts or Items of a Financial Statement

	 Accounts receivable, allowance for doubtful accounts receivable, inventory, the liability for accrued benefits of a private superannuation plan, the recorded value of identified intangible assets, or the liability for “incurred but not reported” cla...
	 A schedule of externally managed assets and income of a private superannuation plan, including related notes.
	 A schedule of net tangible assets, including related notes.
	 A schedule of disbursements in relation to a lease property, including explanatory notes.
	 A schedule of profit participation or employee bonuses, including explanatory notes.
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	 Illustration 1: An auditor’s report on a single financial statement of an entity other than a listed entity prepared in accordance with a general purpose framework (for purposes of this illustration, a fair presentation framework).
	 Illustration 2: An auditor’s report on a single financial statement of an entity other than a listed entity prepared in accordance with a special purpose framework (for purposes of this illustration, a fair presentation framework).
	 Illustration 3: An auditor’s report on a specific element, of a financial statement of a listed entity prepared in accordance with a special purpose framework (for purposes of this illustration, a compliance framework)
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	o If necessary to achieve fair presentation, provide disclosures beyond those specifically required by the framework or, in exceptional circumstances, depart from a requirement of the framework.
	Considerations When Planning and Performing the Audit (Ref: Para. 10)


	A10. The relevance of each of the Australian Auditing Standards requires careful consideration.  Even when only a specific element of a financial statement is the subject of the audit, Australian Auditing Standards such as ASA 240,  ASA 550  and ASA 5...
	A11. ASA 260 requires the auditor to determine the appropriate person(s) within the entity’s governance structure with whom to communicate.   ASA 260 notes that, in some cases, all of those charged with governance are involved in managing the entity, ...
	A12. Furthermore, Australian Auditing Standards are written in the context of an audit of a financial report; they are to be adapted as necessary in the circumstances when applied to the audit of a single financial statement  or of a specific element ...
	A13. Matters included in the auditor’s report on the financial report may have implications for the audit of a single financial statement or of an element of a financial statement (see paragraph 14).  When planning and performing an audit of a single ...
	A14. The individual financial statements that comprise a financial report, and many of the specific elements of that financial report, including their related disclosures, are interrelated.  Accordingly, when auditing a single financial statement or a...
	A15. Furthermore, the materiality determined for a single financial statement or for a specific element of a financial statement may be lower than the materiality determined for the entity’s financial report; this will affect the nature, timing and ex...
	Forming an Opinion and Reporting Considerations (Ref: Para. 11)

	A16. ASA 700 requires the auditor, in forming an opinion, to evaluate whether the financial report provides adequate disclosures to enable the intended users to understand the effect of material transactions and events on the information conveyed in t...
	A17. Appendix 2 contains illustrations of independent auditor’s reports on a single financial statement and on a specific element of a financial statement.  Other illustrations of auditor’s reports may be relevant to reporting on a single financial st...
	Application of ASA 700 When Reporting on a Single Financial Statement or on a Specific Element of a Financial Statement

	A18. Paragraph 11 of this Auditing Standard explains that the auditor is required to apply the requirements in ASA 700, adapted as necessary in the circumstances of the engagement, when forming an opinion and reporting on a single financial statement ...
	Going Concern

	A19. Depending on the applicable financial reporting framework used in the preparation of the single financial statement or the specific element of a financial statement, the description in the auditor's report of management’s responsibilities  relati...
	Key Audit Matters

	A20. ASA 700 requires the auditor to communicate key audit matters in accordance with ASA 701 for audits of a general purpose financial report of listed entities.  For audits of a single financial statement or a specific element of a financial stateme...
	Other Information

	A21. ASA 720 deals with the auditor’s responsibilities relating to other information.  In the context of this Auditing Standard, reports containing or accompanying the single financial statement or specific element of a financial statement—the purpose...
	Name of the Engagement Partner

	A22. The requirement in ASA 700 for the auditor to include the name of the engagement partner in the auditor’s report also applies to audits of single financial report of listed entities or specific elements of financial report of listed entities.   T...
	Reporting on the Entity’s Financial report and on a Single Financial Statement or on a Specific Element of a Financial Statement (Ref: Para. 14)

	A23. Paragraph 14 requires the auditor to consider the implications, if any, of certain matters included in the auditor’s report on the financial report for the audit of the single financial statement or the specific element of a financial statement a...
	A24. Factors that may be relevant in considering those implications include:
	 The nature of the matter(s) being described in the auditor’s report on the financial report and the extent to which it relates to what is included in the single financial statement or a specific element of a financial statement.
	 The pervasiveness of the matter(s) described in the auditor’s report on the financial report.
	 The nature and extent of the differences between the applicable financial reporting frameworks.
	 The extent of the difference between the period(s) covered by the financial report compared to the period(s) or dates of the single financial statement or the element of a financial statement.
	 The time elapsed since the date of the auditor’s report on the financial report.
	A25. For example, in the case when there is a qualification of the auditor’s opinion in relation to accounts receivable in the auditor’s report on the financial report, and the single financial statement includes accounts receivable, or the specific e...
	A26. Key audit matters that are communicated in the auditor’s report on the financial report may have implications for an audit of a single financial statement or the specific element of the financial statement.  The information included in the Key Au...
	Inclusion of a reference to the auditor’s report on the financial report

	A27. Even when certain matters included in the auditor’s report on the financial report do not have implications for the audit of, or for the auditor’s report on, the single financial statement or the specific element of a financial statement, the aud...
	Adverse Opinion or Disclaimer of Opinion in the Auditor’s Report on the Entity’s Financial report (Ref: Para. 15)

	A28. In the auditor’s report on an entity’s financial report, the expression of a disclaimer of opinion regarding the results of operations and cash flows, where relevant, and an unmodified opinion regarding the financial position is permitted since t...
	Examples of Specific Elements, Accounts or Items of a Financial Statement

	 Accounts receivable, allowance for doubtful accounts receivable, inventory, the liability for accrued benefits of a private superannuation plan, the recorded value of identified intangible assets, or the liability for “incurred but not reported” cla...
	 A schedule of externally managed assets and income of a private superannuation plan, including related notes.
	 A schedule of net tangible assets, including related notes.
	 A schedule of disbursements in relation to a lease property, including explanatory notes.
	 A schedule of profit participation or employee bonuses, including explanatory notes.
	Illustrations of Independent Auditor’s’ Reports on a Single Financial Statement and on a Specific Element of a Financial Statement

	 Illustration 1: An auditor’s report on a single financial statement of an entity other than a listed entity prepared in accordance with a general purpose framework (for purposes of this illustration, a fair presentation framework).
	 Illustration 2: An auditor’s report on a single financial statement of an entity other than a listed entity prepared in accordance with a special purpose framework (for purposes of this illustration, a fair presentation framework).
	 Illustration 3: An auditor’s report on a specific element, of a financial statement of a listed entity prepared in accordance with a special purpose framework (for purposes of this illustration, a compliance framework)
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