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INTERNATIONAL STANDARD ON AUDITING 701

COMMUNICATING KEY AUDIT MATTERS IN THE INDEPENDENT AUDITOR’S REPORT

EAAEZAESREE 701
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Introduction

Application and Other Explanatory Material

(1 ABEZEOFEEKROHEK)

(Ir & FAfEet)

Scope of this ISA

Scope of this ISA (Ref: Para. 2)

(1. A&EZOHH)

(1. AHEZFOHHA) (F 2 HSH)

1. This International Standard on Auditing (ISA) deals with
the auditor’s responsibility to communicate key audit
matters in the auditor’s report. It is intended to address both
the auditor’s judgment as to what to communicate in the
auditor’s report and the form and content of such

communication.
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2. The purpose of communicating key audit matters is to
enhance the communicative value of the auditor’s report by
providing greater transparency about the audit that was
performed. Communicating key audit matters provides
additional information to intended users of the financial

them in

to assist

that,

statements (“intended users”)

understanding those matters in the auditor’s
professional judgment, were of most significance in the
audit of the financial statements of the current period.
Communicating key audit matters may also assist intended
users in understanding the entity and areas of significant
management judgment in the audited financial statements.

(Ref: Para. A1-A4)

Al. Significance can be described as the relative importance
of a matter, taken in context. The significance of a matter
is judged by the auditor in the context in which it is being
considered. Significance can be considered in the context
of quantitative and qualitative factors, such as relative
magnitude, the nature and effect on the subject matter and
the expressed interests of intended users or recipients. This

of the facts and

involves an objective analysis

circumstances, including the nature and extent of

communication with those charged with governance.
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3. The communication of key audit matters in the auditor’s
report may also provide intended users a basis to further
engage with management and those charged with
governance about certain matters relating to the entity, the
audited financial statements, or the audit that was

performed.

A2. Users of financial statements have expressed an interest
in those matters about which the auditor had the most
robust dialogue with those charged with governance as part
of the two-way communication required by ISA 260
(Revised)7 and have called for additional transparency
about those communications. For example, users have
expressed particular interest in understanding significant
judgments made by the auditor in forming the opinion on
the financial statements as a whole, because they are often
related to the areas of significant management judgment in

preparing the financial statements.
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" ISA 260 (Revised), Communication with Those Charged

with Governance

A3. Requiring auditors to communicate key audit matters in

the auditor’s report may also enhance communications
between the auditor and those charged with governance
about those matters, and may increase attention by
management and those charged with governance to the
disclosures in the financial statements to which reference is

made in the auditor’s report.
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A4. ISA 320® explains that it is reasonable for the auditor to

assume that users of the financial statements:

(a) Have a reasonable knowledge of business and economic
activities and accounting and a willingness to study the
information in the financial statements with reasonable
diligence;

(b) Understand that the financial statements are prepared,
presented and audited to levels of materiality;

(c) Recognize the uncertainties inherent in the measurement
of amounts based on the use of estimates, judgment and

the consideration of future events; and
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(3) AR | b K OFRRFEG DB RIZE DS < 4%
DREIZIL, FEEESES bOTHLHZ L &2

(d) Make reasonable economic decisions on the basis of the L TW\D,
information in the financial statements. (4) WMB#ER EOGHZ BB SN RFE R
Because the auditor’s report accompanies the audited WEZIT D,

financial statements, the users of the auditor’s report are
considered to be the same as the intended users of the

financial statements.

B A E I EAF M BRERICEMT SN 5720 B
G EOFME ITRE SN HMBHROFE &
FLCEBERZDBND,

81SA 320, Materiality in Planning and Performing the Audit,
paragraph 4

Relationship between Key Audit Matters, the Auditor’s (BEE LOFELLHRFHE, EEBERAVEEREE
(SRR SN D ZDMMOEE OREMR) (4 IH, %11 H

KOV 14 THBR)

Opinion and Other Elements of the Auditor’s Report (Ref:
Para. 4, 12, 15)

4. Communicating key audit matters in the auditor’s report is | A5. ISA 700 (Revised) establishes requirements and provides | 4 . B S EICH T A A EOFERBRFFEHOM A5, EELEZESHWEET0 [MEHERICHTIERL

in the context of the auditor having formed an opinion on
the financial statements as a whole. Communicating key

audit matters in the auditor’s report is not:

guidance on forming an opinion on the financial
statements.” Communicating key audit matters is not a
substitute for disclosures in the financial statements that the
applicable financial

reporting framework requires
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(a) A substitute for disclosures in the financial statements
that the applicable financial reporting framework
requires management to make, or that are otherwise
necessary to achieve fair presentation;

(b) A substitute for the auditor expressing a modified
opinion when required by the circumstances of a specific
audit engagement in accordance with ISA 705
(Revised);!

(c) A substitute for reporting in accordance with ISA 570
(Revised)? when a material uncertainty exists relating to
events or conditions that may cast significant doubt on an
entity’s ability to continue as a going concern; or

(d) A separate opinion on individual matters. (Ref: Para.

A5-A8)

L' ISA 705 (Revised), Modifications to the Opinion in the
Independent Auditor’s Report
2ISA 570 (Revised), Going Concern, paragraphs 22-23

management to make, or that are otherwise necessary to
achieve fair presentation. ISA 705 (Revised) addresses
circumstances in which the auditor concludes that there is
a material misstatement relating to the appropriateness or

adequacy of disclosures in the financial statements. '

? ISA 700 (Revised), paragraphs 10-15 and A1-A15
10 See paragraph A7 of ISA 705 (Revised).
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A6. When the auditor expresses a qualified or adverse opinion
in accordance with ISA 705 (Revised), presenting the
description of a matter giving rise to a modified opinion in
the Basis for Qualified (Adverse) Opinion section helps to
promote intended users’ understanding and to identify such
circumstances when they occur. Separating the

communication of this matter from other key audit matters

described in the Key Audit Matters section therefore gives
it the appropriate prominence in the auditor’s report (see
paragraph 15). The Appendix in ISA 705 (Revised)
includes illustrative examples of how the introductory
language in the Key Audit Matters section is affected when
the auditor expresses a qualified or adverse opinion and
other key audit matters are communicated in the auditor’s
report. Paragraph A58 of this ISA illustrates how the Key

Audit Matters section is presented when the auditor has

determined that there are no other key audit matters to be

communicated in the auditor’s report beyond matters
addressed in the Basis for Qualified (Adverse) Opinion
section or Material Uncertainty Related to Going Concern

section of the auditor’s report.
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A7. When the auditor expresses a qualified or adverse
opinion, communicating other key audit matters would still
be relevant to enhancing intended users’ understanding of
the audit, and therefore the requirements to determine key
audit matters apply. However, as an adverse opinion is
expressed in circumstances when the auditor has concluded
that misstatements, individually or in the aggregate, are
both material and pervasive to the financial statements:!!
(a) Depending on the significance of the matter(s) giving

rise to an adverse opinion, the auditor may determine that
no other matters are key audit matters. In such
circumstances, the requirement in paragraph 15 applies
(see paragraph A58).

(b) If one or more matters other than the matter(s) giving
rise to an adverse opinion are determined to be key audit
matters, it is particularly important that the descriptions
of such other key audit matters do not imply that the
financial statements as a whole are more credible in
relation to those matters than would be appropriate in the
circumstances, in view of the adverse opinion (see

paragraph A47).

1ISA 705 (Revised), paragraph 8
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AS8. ISA 706 (Revised)'? establishes mechanisms for auditors
of financial statements of all entities to include additional
communication in the auditor’s report through the use of
Emphasis of Matter paragraphs and Other Matter
paragraphs when the auditor considers it necessary to do
so. In such cases, these paragraphs are presented separately
from the Key Audit Matters section in the auditor’s report.
When a matter has been determined to be a key audit
matter, the use of such paragraphs is not a substitute for the
description of the individual key audit matter in accordance
with paragraph 13.13 ISA 706 (Revised) provides further
guidance on the relationship between key audit matters and
Emphasis of Matter paragraphs in accordance with that
ISA.1

A8. B JLUETR B SWiEET06 TN ESA N OB HAs
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DWT BEFAFE] XXX TEooFEE] X%
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12ISA 706 (Revised), Emphasis of Matter Paragraphs and
Other Matter Paragraphs in the Independent Auditor’s
Report

13 See paragraphs 8(b) and 10(b) of ISA 706 (Revised).

4 ISA 706 (Revised), paragraphs A1-A3

5. This ISA applies to audits of complete sets of general

purpose financial statements of listed entities and
circumstances when the auditor otherwise decides to
communicate key audit matters in the auditor’s report. This
ISA also applies when the auditor is required by law or
regulation to communicate key audit matters in the
auditor’s report.> However, ISA 705 (Revised) prohibits
the auditor from communicating key audit matters when
the auditor disclaims an opinion on the financial
statements, unless such reporting is required by law or

regulation.*

3 ISA 700 (Revised), Forming an Opinion and Reporting on
Financial Statements, paragraphs 30-31
*ISA 705 (Revised), paragraph 29

5. AWAEEIL, EHICL 0V EAEREEICBWTESL E
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Objectives

(2. AHEEDOHR)

7. The objectives of the auditor are to determine key audit
matters and, having formed an opinion on the financial
statements, communicate those matters by describing them

in the auditor’s report.

6. KHEFICBIT2EEAND BT, A Loz
M HEEARET S Z &, £, WEHRICHT R
RAEEA LT- ECER b oo E5 i3 E & B A
HEIZBWTHET 22 L Th D,

Definition (3. EXK)
8. For purposes of the ISAs, the following term has the 7. KFEEZBTIOHBOERIZ. LT LB &5
meaning attributed below: Do

Key audit matters—Those matters that, in the auditor’s
professional judgment, were of most significance in the
audit of the financial statements of the current period. Key
audit matters are selected from matters communicated with

those charged with governance.

B EOEERMATFE] — YEZOMBHER
DEERIZR N T, BEEADBEAEMR L L TRIZ
HETHD LW LIFEHZ W D, A EOTHER
BETFIEIT, BEAEANEEREFE L aIa=7— 3
YEATOTFEENGRIREND,

Requirements

(I ERFE)

Determining Key Audit Matters

Determining Key Audit Matters (Ref: Para. 9—10)

(1. BEEELOZELBRFFHDOWRE)

(2. BEELOTFELRFNFHORE) (5 8 HELUH
9 IHZ M)

9. The auditor shall from the matters

communicated with those charged with governance, those

determine,

A9. The auditor’s decision-making process in determining

key audit matters is designed to select a smaller number of

8. AT, BEAREL 2 o= —y g L BTl
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matters that required significant auditor attention in

performing the audit. In making this determination, the

auditor shall take into account the following: (Ref: Para.

A9-A18)

(a) Areas of higher assessed risk of material misstatement,
or significant risks identified in accordance with ISA 315
(Revised).” (Ref: Para. A19-A22)

(b) Significant auditor judgments relating to areas in the
financial  statements that involved  significant
management judgment, including accounting estimates
that have been identified as having high estimation
uncertainty. (Ref: Para. A23—A24)

(¢) The effect on the audit of significant events or
transactions that occurred during the period. (Ref: Para.

A25-A26)

7 ISA 315 (Revised), Identifying and Assessing the Risks of
Material Misstatement through Understanding the Entity

and Its Environment

matters from the matters communicated with those charged
with governance, based on the auditor’s judgment about
which matters were of most significance in the audit of the

financial statements of the current period.

BAH o FHEZPRE LT 6220, ZEDOEE,
NI TOHEEZZE LR TNIERL 0
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(2) R OFRFEFEENE W EFEI S-S E
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(3) YHFFEICHA L EE TG TS| NG
52 5578 (A25I K UA26IHZ )

HRERICBWTRICEEQRFHAREINT 52 &1
F-o T, BEEOTFELBRFFHERET D,

A10. The auditor’s determination of key audit matters is
limited to those matters of most significance in the audit of
the financial statements of the current period, even when
comparative financial statements are presented (i.e., even
when the auditor’s opinion refers to each period for which

financial statements are presented).'

15 See ISA 710, Comparative Information—Corresponding

Figures and Comparative Financial Statements.
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Al1. Notwithstanding that the auditor’s determination of key
audit matters is for the audit of the financial statements of
the current period and this ISA does not require the auditor
to update key audit matters included in the prior period’s
auditor’s report, it may nevertheless be useful for the
auditor to consider whether a matter that was a key audit
matter in the audit of the financial statements of the prior
period continues to be a key audit matter in the audit of the

financial statements of the current period.

Al B NIT, AR OB RS EICRE SN
FOFBERBRFFHONEZ YEEOR AREE
WIZBWTHEHTLZ &Ik onTnn, =710,
AR DM B R LRI T 2 A o B8 MG
FIHN, YEEOMBHEREEIZBNTHE Ekx
A EOTERBFFHETHLINE I DRFT 52
LITHHTH D,

Matters that Required Significant Auditor Attention (Ref:
Para. 9)

(1) BEEAPBICERZH-72FE) (B8HEM)

A12. The concept of significant auditor attention recognizes
that an audit is risk-based and focuses on identifying and
assessing the risks of material misstatement of the financial
statements, designing and performing audit procedures
responsive to those risks, and obtaining audit evidence that
is sufficient and appropriate to provide a basis for the
auditor’s opinion. For a particular account balance, class of
transactions or disclosure, the higher an assessed risk of
material misstatement at the assertion level, the more
judgment is often involved in planning and performing the
audit procedures and evaluating the results thereof. In
designing further audit procedures, the auditor is required
to obtain more persuasive audit evidence the higher the
auditor’s assessment of risk.'® When obtaining more
persuasive audit evidence because of a higher assessment
of risk, the auditor may increase the quantity of the
evidence, or obtain evidence that is more relevant or
reliable, for example, by placing more emphasis on
obtaining third party evidence or by obtaining
corroborating evidence from a number of independent

sources.!”

16 ISA 330, The Auditor’s Responses to Assessed Risks,
paragraph 7(b)
71SA 330, paragraph A19

Al2. BEA FOFHERBEIFHZRET HICH70 ., &
BTAPFFICEBEEZ LT FEHEZBET L2003, BEE
DU RY « 7T Ta—FIZESNTIThbILTW\WbH 72D
Thbd, VAZ « 7 7a—F IS BERIL, W5
FKOEEREBERY A7 2355 - FE46 L, 58446 L7
U275t LT BE A Tl 2 3258« FEfii L, BE AT A
DIEMEL 72 D+ o O e lEAFILAZ AFT 52
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Yoo LoULTCRI L7 BB AR BB R R Y A7 BEn
T L BEEFROFE - FEhE & O OFE R DOFMNIZ &
DL DHENRMEL D Z ENREV, U AT %G
Fhea 2T 5 BT, B AL, FEl L 72 i
For ) A7 ORENEWIE E, XN LIEN S
HNOERIIE ATT 52 EnRkOoND, BEE
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Wi, RGO EZHEC LD . K0 ESMEN
<. KVEEA OBWEERZIHLE AFT 5, B2,
FEFHDOOGMPDOAFICELZES, IR
I DGR D AITRT 23 A AFT 5,

A13. Accordingly, matters that pose challenges to the auditor
in obtaining sufficient appropriate audit evidence or pose

challenges to the auditor in forming an opinion on the

A13. L7=23- T, BER AT, BA FoFE AR EE
BURETDHICYT=- T, HonowlEy) e B AL %
AFT25ET, NFMEERICATI2EREZEKT
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financial statements may be particularly relevant in the

auditor’s determination of key audit matters.

5 L CHEE L-REERREBET D52 L3 d D,

Al4. Areas of significant auditor attention often relate to
areas of complexity and significant management judgment
in the financial statements, and therefore often involve
difficult or complex auditor judgments. In turn, this often
affects the auditor’s overall audit strategy, the allocation of
resources and extent of audit effort in relation to such
matters. These effects may include, for example, the extent
of involvement of senior personnel on the audit
engagement or the involvement of an auditor’s expert or
individuals with expertise in a specialized areca of
accounting or auditing, whether engaged or employed by

the firm to address these areas.

A4, B ADNERICTER 240 O fEIE,. MEBHERICB D
T, EHEER & 0 | #REE O EEHENIC BT 5 2
EME L E DT BN DR TR W A
FL4THZENEN, LEER- T, BEENIT, %
BUCEH S A BV TESDERN R TS 2R ET 5,
Bl 21X, YR KL 57201, BERT—20 |k
LA N=ET 2HAC, BEEANOFHT 5
FIZ ST EHE U < IXEETE O R85k 7o ik © HE P9 Znak
EHT DA A= (BEEFFEIPEH L TND0, X
IRHEIC L 0 EBIEFE L T D0 e fben,) O
BLEZRAT 220D 5,

Al1S. Various ISAs require specific communications with
those charged with governance and others that may relate
to areas of significant auditor attention. For example:

+ ISA 260 (Revised) requires the auditor to communicate
significant difficulties, if any, encountered during the
audit with those charged with governance.'® The ISAs
acknowledge potential difficulties in relation to, for
example:

o Related party transactions,' in particular limitations on
the auditor’s ability to obtain audit evidence that all
other aspects of a related party transaction (other than
price) are equivalent to those of a similar arm’s length
transaction

o Limitations on the group audit, for example, where the
group engagement team’s access to information may
have been restricted.?

+ ISA 220 establishes requirements for the engagement
partner in relation to undertaking appropriate
consultation on difficult or contentious matters.”! For
example, the auditor may have consulted with others
within the firm or outside the firm on a significant
technical matter, which may be an indicator that it is a
key audit matter. The engagement partner is also required
to discuss, among other things, significant matters arising
during the audit engagement with the engagement quality

control reviewer.?

Al5. fhOBEEAEEZ B SHmEFETIT. BEENL. FE
DHEIBIZOWTERKLELDaIa=r—va R
ZOMDE L DOFEEITHI ZENRODLNATED,
ZIHITEE NP RFICER 29 SEIRICBES 5 2
ENRBD D, BIZIE, LFRZET b5,
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I R 2R B L7235 A, ORI
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RKOTWD (BEEH26055 1450 (2) K UAITIHZ ) .
7RI E U CL LU F MO B R UET: B Sl
EFHIRENTND,

B s, R, Bl ok st 4T
DER Gy SIS —FH MG L RETH D &
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W72 Z e b5 (BEARMES BSMEE 550
(B HE | O MIITESR) |

T N— TS 2R DREARNZXTT DK 5 20,
I N— TR TF — DI X HERD AT IR
INTWLZ b2 (BEEEEZESWEFR
600 [V —T7 B | 5 48 B M)

(2) EEAEREEZBESMEE220 BEAFEBKIZBIT 540
BEH] IZBWT, BEAERMEIL, MRS <,
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B ISA 260 (Revised), paragraphs 16(b) and A21

Y ISA 550, Related Parties, paragraph A42

20 ISA 600, Special Considerations—Audits of Group
Financial Statements (Including the Work of Component
Auditors), paragraph 49(d)

2L ISA 220, Quality Control for an Audit of Financial
Statements, paragraph 18

22 ISA 220, paragraph 19

THMPRRBOMEEE2ITO 2 bbb, £i-.
B H I, B PSR L R IH(IC O
THEAHLAF LT T2 koo Tng (B
RF220FITHLOFI8HESM), DX 5 RHIHA
B, BEEEOTFEDRANFEEL 2D 280D 5,

Considerations in Determining Those Matters that Required

Significant Auditor Attention (Ref: Para. 9)

(@) BEAPRFICERZHLSTCHEHORECHETS
B G 8 HZM)

A16. The auditor may develop a preliminary view at the
planning stage about matters that are likely to be areas of
significant auditor attention in the audit and therefore may
be key audit matters. The auditor may communicate this
with those charged with governance when discussing the
planned scope and timing of the audit in accordance with
ISA 260 (Revised). However, the auditor’s determination
of key audit matters is based on the results of the audit or

evidence obtained throughout the audit.

Al6. BEA AL, BEAE AR O FEhEFE CHICER %
49 FIREVEDS B O A B AT FH I B P LI ds W TR
L., BEAANT, BEARYEERBSHREFE260120E > TEH
B L7z BE A O#IPH & & O FERERFNIZ OV TEE A%
ERTRET ORIC, YBRFHICALTala=r—v
I ETOEDNFERTHS, L BEE EOFE
IRRRETEEI. A OR R ITEA O FE R & 8
U TCAF LU DN TR HIE SN D,

A17. Paragraph 9 includes specific required considerations in
the auditor’s determination of those matters that required
significant auditor attention. These considerations focus on
the nature of matters communicated with those charged
with governance that are often linked to matters disclosed
in the financial statements, and are intended to reflect areas
of the audit of the financial statements that may be of
particular interest to intended users. The fact that these
considerations are required is not intended to imply that
matters related to them are always key audit matters; rather,
matters related to such specific considerations are key audit
matters only if they are determined to be of most
significance in the audit in accordance with paragraph 10.
As the considerations may be interrelated (e.g., matters
relating to the circumstances described in paragraphs 9(b)-
(c) may also be identified as significant risks), the
applicability of more than one of the considerations to a

particular matter communicated with those charged with

Al7. BESIHD (1) b ()%, BEEADFFICHEEZ -
THEHAERET DICY > TEETREHAZ R L
TWo, YZHB L BAEKE L aIa=r—Ta
TS T FHHONFIZERA LY TTEREY, WEH#EE
ICRH SN TV D FIHIZEZENICEEL TV Z &
ML L BE SN DMBHERORHE DR L A
FFO AR 8 5 MBSEREE A DTETH 5

ZOEHRBETREEBICHEES 5 HEO S THESE Lo
FEARFEIEL 225 b TR B ITHICHE > CUREEIC
BOTHICEETH D LHBSNEHAOR, BE O EE R
HPIHL 725, Fio. B 8IHD (1) (3) DIEH ITAR A ICRIRT
7=, Bz, (2) T G ITEE ST 2 FHN (1) OReR e it &
VELTHU A & LTHAMENDEAR Y, HROER SN
THZERDD, DL REAT, BEADSYEEHELEA
O TR L U CHlBIT 2 TR < 22 D,
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governance may increase the likelihood of the auditor

identifying that matter as a key audit matter.

A18. In addition to matters that relate to the specific required
considerations in paragraph 9, there may be other matters
communicated with those charged with governance that
required significant auditor attention and that therefore may
be determined to be key audit matters in accordance with
paragraph 10. Such matters may include, for example,
matters relevant to the audit that was performed that may
not be required to be disclosed in the financial statements.
For example, the implementation of a new IT system (or
significant changes to an existing IT system) during the
period may be an area of significant auditor attention, in
particular if such a change had a significant effect on the
auditor’s overall audit strategy or related to a significant
risk (e.g., changes to a system affecting revenue

recognition).

A18. WMEHERICHLE IN 2 WEIHTH> TH, FFITiE
BEh ST FHE 2D AREMER & 5, Bl 21E, B
BOWTHLWI T AT A0EA SN UTEE
FO1TYAT AMCEHBERERMTbNU GG, &
BOEARN R GFHICEEREELEZ D2 LD H
%o Elo, WASTERKICHET D5V AT DO FH ITE
BOX oI, Fllemita e 350 27 ICBhE
THLZELHDH, ZOLOIREXITUX, I TVAT A
DFHGASCEE R EENEEANNFICEEL L -
HEHERDZEND D,

B, H8IED (1) h b ()M SN FHLSMI OV T b
BEELAI2=r—2a VBT LR, TRORERA
PR E A ST HIEL 2D 2 L Bb D,

Areas of Higher Assessed Risk of Material Misstatement, or
Significant Risks Identified in Accordance with ISA 315
(Revised) (Ref: Para. 9(a))

(RN 2 MBE L T2 Y X7 OIEBERERBRT
U R 7 B3 & il S hu 7z siik)  (5F 8 TH (1) &)

A19. ISA 260 (Revised) requires the auditor to communicate
with those charged with governance about the significant
risks identified by the auditor.?* Paragraph A13 of ISA 260
(Revised) explains that the auditor may also communicate
with those charged with governance about how the auditor
plans to address areas of higher assessed risks of material

misstatement.

2 ISA 260 (Revised), paragraph 15

A19. BEAE NIE. #RBI SRRl et B L35 Y
ATIZONWTEERFELaIa=r—2a %2179
ZEBRDHNTND (BEEEHR2605H13HB ), F
7o, BEAENT Fl et 2 B L35 Y 27 LISMC
A L CW A BEEREBR T Y X7 BEOER~O
BEAENDOIHNZONWT, BEEKELLaIa=Fr—v
aETH LN DD (BHEH260DAI2HE M),

A20. ISA 315 (Revised) defines a significant risk as an
identified and assessed risk of material misstatement that,
in the auditor’s judgment, requires special audit
consideration. Areas of significant management judgment
and significant unusual transactions may often be identified
as significant risks. Significant risks are therefore often

areas that require significant auditor attention.

A20. FERZefEt a2 B e 35 U A 70, RO LR L
TEBEREBIRRY A7 OF T, FRIREE EOK
ARMEEEE DB L) A7 EEZESA T
% (BEELH315%5 3IH (3)), MR E#H DO HIER MWK
17 LTV 2 fEI N OV E D] TRWEGNIE, FF
Bematz v EET L) 27 L LTHERMNEND Z &
INZ\N, LTeRo T, Rl st e e+ 27
X, BEEADKFICEEZ > FHE LTS 2 L
A AN
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A21. However, this may not be the case for all significant
risks. For example, ISA 240 presumes that there are risks
of fraud in revenue recognition and requires the auditor to
treat those assessed risks of material misstatement due to
fraud as significant risks.?* In addition, ISA 240 indicates
that, due to the unpredictable way in which management
override of controls could occur, it is a risk of material
misstatement due to fraud and thus a significant risk.?
Depending on their nature, these risks may not require
significant auditor attention, and therefore would not be
considered in the auditor’s determination of key audit

matters in accordance with paragraph 10.

24 ISA 240, The Auditor’s Responsibilities Relating to Fraud
in an Audit of Financial Statements, paragraphs 2627
2 ISA 240, paragraph 31

A21. LinL7Zelin, & CORmitEnEE 325 Y
270, BEEEOFELBFIFHLE 2501 Tldk
W Bl 2T, BEAE NI ARG ICIIARIEY 2R 7 036 5
EHEE L., MEAEY AT ZHR et 2 g 4
HYRZELTHE ZEnRDOENTND (AR
EFEAWMETE240 MEHRERICBITDORE] 6
26K ONEF26TH) ., S BT, BEEIC X 2 NEHHl O
M LIE T HHRTEIC LV iThb a0, RIEV
A7 THY, LIzd> T, Filllemita nEm e 325 Y
A7 E LT ZEMROENTND (BEHEH2405
30IH), ZAUH DRI A LB L T 5 U AT,
FZOWRWIZE > TiE, BEEADRFICEELZ - T2F
HIZIZZE LW b b,

A22. ISA 315 (Revised) explains that the auditor’s
assessment of the risks of material misstatement at the
assertion level may change during the course of the audit
as additional audit evidence is obtained.?® Revision to the
auditor’s risk assessment and reevaluation of the planned
audit procedures with respect to a particular area of the
financial statements (i.e., a significant change in the audit
approach, for example, if the auditor’s risk assessment was
based on an expectation that certain controls were
operating effectively and the auditor has obtained audit
evidence that they were not operating effectively
throughout the audit period, particularly in an area with
higher assessed risk of material misstatement) may result
in an area being determined as one requiring significant

auditor attention.

26 ISA 315 (Revised), paragraph 31

A22. TH—a v« LNYVOBEEREBFRY AT
BT 5B N ORI, BEAEMmPICAF LMo
EARGEILZ LV ERINDZ DD D (B H3155
30%H), MESRER OREOFEBICEE L T, BEAAMN
U 27 G AEE LT2Ga R ONRE LA Fii 4
FRE L2 5a1cid, A NIFICEREZL ) LF
N DA WS D Z N DD, Bl ZIE, FRCEE
RIEBFORY A7 NEW & EHE S Uz fEELC BV
T, WEBHH 2SI 28 L CHNCER ST
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—FOEREREREITSTBENELTHEND
Do

Significant Auditor Judgments Relating to Areas in the
Financial Statements that Involved Significant Management
Judgment, Including Accounting Estimates that Have Been

Identified as Having High Estimation Uncertainty (Ref: Para.
9(b))

(RBEY OARMEEL TV & B S N7 Lo K
D &Ete, MEEOHEERABZMHE S MBHEROHE
IZBRE S D EEANDEE AN (55 81H (2) 2
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A23. ISA 260 (Revised) requires the auditor to communicate
with those charged with governance the auditor’s views
about significant qualitative aspects of the entity’s
accounting practices, including accounting policies,
accounting estimates and financial statement disclosures.?’
In many cases, this relates to critical accounting estimates
and related disclosures, which are likely to be areas of
significant auditor attention, and also may be identified as

significant risks.

27 ISA 260 (Revised), paragraph 16(a)

A23. BEANIE, SETE, & Eo AR KOS
RICBTHARREPFERRFHEE L, BEOSHE
BOEMmED > LEER S OICET 2EAAND A
FRIZOWT, BEERE L aIa=r—1a VU EITH
ZEPRODOLNTVD (BERH2605 145 (1) /),
Z< DA, TNOOFHITEERSF LOREY
OB D1 ERF ISR L, BEEADRICEER
Ao TR L 22 B ATREMENN E < L E 70, FRBl e T
EMLBELT LR ELThH@MINDSZ E0nH
Do

A24. However, users of the financial statements have
highlighted their interest in accounting estimates that have
been identified as having high estimation uncertainty in
accordance with ISA 540% that may have not been
determined to be significant risks. Among other things,
such estimates are highly dependent on management
judgment and are often the most complex areas of the
financial statements, and may require the involvement of
both a management’s expert and an auditor’s expert. Users
have also highlighted that accounting policies that have a
significant effect on the financial statements (and
significant changes to those policies) are relevant to their
understanding of the financial statements, especially in
circumstances where an entity’s practices are not consistent

with others in its industry.

28 See paragraphs 10-11 of ISA 540, Auditing Accounting
Estimates, Including Fair Value Accounting Estimates, and

Related Disclosures.

A24. BEE NSRRI ET A2 LELE TV A7 THD &
WL TR WEAETH-> T, BEERAEZESW
5540 [2F EO R OB 5 9 HE O 101H
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DRI 1Tk L THB#EEROFIAE TR LZRLT
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Do £, MBHEROFHAE X, Kt LORME 25
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BLERTZENHY | KL< ORZEMTDOEFT
FetE B s GAICEWELERTZIERND D, Z
o OSGEIEL. BEEADPRICEREZ - T2 FHHITH
YIToH2 08355,

The Effect on the Audit of Significant Events or Transactions
that Occurred during the Period (Ref: Para. 9(c))

CYUEEICRA L T-HEERERIRGI BEEICE X
HEE) (8T (3)BMR)

A25. Events or transactions that had a significant effect on the
financial statements or the audit may be areas of significant
auditor attention and may be identified as significant risks.
For example, the auditor may have had extensive
discussions with management and those charged with

governance at various stages throughout the audit about the

A25. MERER ITERICEERPEL 5 2 558X
B, BEEADFHCERZ o B4 T 5
ZEDRH D, FIZIT, BN R & OBREERISUX
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effect on the financial statements of significant transactions
with related parties or significant transactions that are
outside the normal course of business for the entity or that
otherwise appear to be unusual.”? Management may have
made difficult or complex judgments in relation to
recognition, measurement, presentation or disclosure of
such transactions, which may have had a significant effect

on the auditor’s overall strategy.

2 See paragraphs 16(a), 16(c) and A22, and Appendix 2, of
ISA 260 (Revised).

ERER O 2 BB W TR g 2 TO 2 &
N5 (BAAHR260%6145H (1), (3), (4). AIBHK T
k2 28), 72, 2o OEBNIRBIZ2 G2 24
BT HVRI7ELELTHMESNDZEDRDHDL, &6
2. 2D OGO, HIE, £on, ITEREFEHE
B LT, MR F IR ST I A T O 2 &
WbV, BEOERN R GEHCEE R EEY 525
AREMER B B,

A26. Significant economic, accounting, regulatory, industry,
or other developments that affected management’s
assumptions or judgments may also affect the auditor’s
overall approach to the audit and result in a matter requiring

significant auditor attention.

A26. MAEREEIZHEAE L B FRITITREE FH OIUE X
(LA B L 5 2 T D EERRE. 25k L
FESE, XULZ DDA E Fhv, D BRI 72
BEET 7 —FITBE 52 T LA, e
LCEBEANRRICEEZL ) FHERDLIZ LN
5o

Matters of Most Significance (Ref: Para. 10)

(B) BICHETH D LHMWT LI-EHORE) (9 1H
Z M)

10. The auditor shall determine which of the matters
determined in accordance with paragraph 9 were of most
significance in the audit of the financial statements of the
current period and therefore are the key audit matters. (Ref:
Para. A9—-A11, A27-A30)

A27. Matters that required significant auditor attention also
may have resulted in significant interaction with those
charged with governance. The nature and extent of
communication about such matters with those charged with
governance often provides an indication of which matters
are of most significance in the audit. For example, the
auditor may have had more in-depth, frequent or robust
interactions with those charged with governance on more
difficult and complex matters, such as the application of
significant accounting policies that were the subject of

significant auditor or management judgment.

9.

BE ANV, 2B S THICHEWIRE L= HIEOH N5 H
2, YEEOMBHROEBERICE O T, BENHME
ELTHRICEETH D LYW LI FHLESE FoE
FRRETFHE E L CRE LUz 57 (A9 IH
235 AL TE KON A2T TH NS A30 THER)

A27. BEBRANDFFICHEREZ Lo - F L, RS L &H
SHCaa=r—ya rNmEEiThh s, BEAR
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D EMB, Bl 2T, B A U E B O E T
Wi B2 EE R N E R O A%, L )
BHERRIHIZOWT, BEMNIBEERS L L igRE

DHDHAI 2=l —a VEHBIIITY 2 ENEY)
Thb,

A28. The concept of matters of most significance is
applicable in the context of the entity and the audit that was
performed. As such, the auditor’s determination and
communication of key audit matters is intended to identify
matters specific to the audit and to involve making a
judgment about their importance relative to other matters

in the audit.

A28. FRICEHZETH D &l L FHOBEIL, a0
EREBICBWCHEAIND, LEEn-sT, BEiEA
%, YA IR T 2R EEE A B E LT, K
EEAESICRAOFREEZH L, BEE LoFERRK
AFREHARET D,

A29. Other considerations that may be relevant to

determining the relative significance of a matter

A29. EEBREL oS 2= —v g U EITH-FIHEOM
)t 7 EEEME OV RN A E oo E i

13




BE L 701

[Requirement etc]

[Application and other explanatory material]

i

¥

BE)Eki=gal

communicated with those charged with governance and

whether such a matter is a key audit matter include:

* The importance of the matter to intended users’
understanding of the financial statements as a whole, in
particular, its materiality to the financial statements.

* The nature of the underlying accounting policy relating
to the matter or the complexity or subjectivity involved
in management’s selection of an appropriate policy
compared to other entities within its industry.

* The nature and materiality, quantitatively or qualitatively,
of corrected and accumulated uncorrected misstatements
due to fraud or error related to the matter, if any.

* The nature and extent of audit effort needed to address
the matter, including:

o The extent of specialized skill or knowledge needed to
apply audit procedures to address the matter or evaluate
the results of those procedures, if any.

o The nature of consultations outside the engagement
team regarding the matter.

* The nature and severity of difficulties in applying audit
procedures, evaluating the results of those procedures,
and obtaining relevant and reliable evidence on which to
base the auditor’s opinion, in particular as the auditor’s
judgments become more subjective.

+ The severity of any control deficiencies identified
relevant to the matter.

* Whether the matter involved a number of separate, but
related, auditing considerations. For example, long-term
contracts may involve significant auditor attention with
respect to revenue recognition, litigation or other
contingencies, and may have an effect on other

accounting estimates.
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A30. Determining which, and how many, of those matters that
required significant auditor attention were of most
significance in the audit of the financial statements of the
current period is a matter of professional judgment. The
number of key audit matters to be included in the auditor’s
report may be affected by the size and complexity of the
entity, the nature of its business and environment, and the

facts and circumstances of the audit engagement. In
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MEHEREEICBWTCRHICEETHD LB L-F
HOWEIL, £ OB E D, BENEMFE L LTOH
Wiz k5, BEAEREFICEENLIESE LOFE M
FEHOKIT, — I, BEOHBL OB, FE
FOBREE, W ONCEE AR ORI L0 LT
"y
— AT, B A EOFERMmFEFE S LT YR




BE L 701

[Requirement etc]

[Application and other explanatory material]

i

#

fem

[ELREHIH

BE)Eki=gal

general, the greater the number of matters initially
determined to be key audit matters, the more the auditor
may need to reconsider whether each of these matters meets
the definition of a key audit matter. Lengthy lists of key
audit matters may be contrary to the notion of such matters

being those of most significance in the audit.

ESNEZFHEOBNZIE Y B Eo 8 i
HOERITHS LT, Y FHOK 2 [ZHOWTHA
D FBERRFTFHIZE LT 5085 gk LD HEEC
FEMRGTT 2 BN R, A FoEE Mt HE
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Communicating Key Audit Matters

Communicating Key Audit Matters

(2. BE FOETELBRNEBEEHORE)

(3. BEE LOFELRKRNFEORE)

Separate Key Audit Matters Section in the Auditor’s Report
(Ref: Para. 11)

(1) BEREEICRITD TEE LOTELRTEH]
X4) (55 10 HZH)

11. The auditor shall describe each key audit matter, using an
appropriate subheading, in a separate section of the
auditor’s report under the heading “Key Audit Matters,”
unless the circumstances in paragraphs 14 or 15 apply. The
introductory language in this section of the auditor’s report
shall state that:

(a) Key audit matters are those matters that, in the auditor’s
professional judgment, were of most significance in the
audit of the financial statements [of the current period];
and

(b) These matters were addressed in the context of the audit
of the financial statements as a whole, and in forming the
auditor’s opinion thereon, and the auditor does not
provide a separate opinion on these matters. (Ref: Para.
A31-A33)

A31. Placing the separate Key Audit Matters section in close
proximity to the auditor’s opinion may give prominence to
such information and acknowledge the perceived value of

engagement-specific information to intended users.

10. BEA N 1T, BEAWAEEIC 1A Eo R E M)
XorZaxit, 135 (1) & L<IiE (2) UTHI4HEIZ
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A32. The order of presentation of individual matters within
the Key Audit Matters section is a matter of professional
judgment. For example, such information may be

organized in order of relative importance, based on the

auditor’s judgment, or may correspond to the manner in
which matters are disclosed in the financial statements. The
requirement in paragraph 11 to include subheadings is

intended to further differentiate the matters.

A32. EEEWAEED TEE FOEEARRMNEE] X0
B2 E 2 OFHOFTLENATFIL, BEAHFEMFEE L
TOHWIERDFEHTH D, Bl 21T, BEAANOHEIZ
x| AR EEMICS U T, ITMBHERICE
F A ERNTFEFLRFHDONEFICELE TR T 5 2
ERB D, T, flx OBEE EOEERMRFIEEE X
BT D72, FHI0HIL, ENEUT/PRHE LA L
TREHTH Z L& RDTV D,

A33. When comparative financial information is presented,
the introductory language of the Key Audit Matters section
is tailored to draw attention to the fact that the key audit
matters described relate to only the audit of the financial
statements of the current period, and may include reference
to the specific period covered by those financial statements
(e.g., “for the year ended December 31, 20X1”).

A33. HEREMMAFRENTVWEHE FricE RERS
D3PI 7 25 07 T CHEER E O B A B LA Rk
ENTWAEE) ., BE Lo FER MBI HEEIT Y EE
DB HRERORICE#EST 5 &5 Z & PRI
THIO, A EOTERBRETFE] X0 HEIC
HHESNDIMFALS I, BlAE. DRYERE) %
(YA (XEXAXENPLXEXAXHBETOH
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Key Audit Matters Not a Substitute for Expressing a Modified
Opinion

() BRAFEMNABRRERAZNET D Z L OEIL)

12. The auditor shall not communicate a matter in the Key
Audit Matters section of the auditor’s report when the
auditor would be required to modify the opinion in
accordance with ISA 705 (Revised) as a result of the
matter. (Ref: Para. AS)

11. BEAENIL, BEAERESR B WSS 705 (TS & R4t
FHEAMER AR LT id e bRz un T
PRAOVEIAM E R 2 RAE T, BRAFHEICKZ YT 5 F
HAEAREED A EOFELMFHFHE) X1
BWTHE LTI 520 (A THEBH) |

Descriptions of Individual Key Audit Matters

Descriptions of Individual Key Audit Matters (Ref: Para. 13)

(@) ERDEE FOEELRFTFEDOGEHANR)

€@2) fERDEE EoFELRFNFEHDOTEHRNE) (F
12 THEHR)

13. The description of each key audit matter in the Key Audit
Matters section of the auditor’s report shall include a
reference to the related disclosure(s), if any, in the financial
statements and shall address: (Ref: Para. A34—A41)

(a) Why the matter was considered to be one of most
significance in the audit and therefore determined to be a
key audit matter; and (Ref: Para. A42—-A45)

(b) How the matter was addressed in the audit. (Ref: Para.
A46-AS51)

A34. The adequacy of the description of a key audit matter is
a matter of professional judgment. The description of a key
audit matter is intended to provide a succinct and balanced
explanation to enable intended users to understand why the
matter was one of most significance in the audit and how
the matter was addressed in the audit. Limiting the use of
highly technical auditing terms also helps to enable
intended users who do not have a reasonable knowledge of
auditing to understand the basis for the auditor’s focus on
particular matters during the audit. The nature and extent
of information provided by the auditor is intended to be
balanced in the context of the responsibilities of the
respective parties (i.e., for the auditor to provide useful
information in a concise and understandable form, while
not inappropriately being the provider of original

information about the entity).

12. BEEHEED ER EOTE2RFNFEE] KoB
W, LT AR L 22 T AUE 72 5720 (AS4ZED HA39
HEH)

(1) BETIMBE#ARICBT 2ERFERD LGS

L URERRFHEA~OZ M (MO K A S )
(2) fHx DR FOTERRFNFEEONE
(3) MEHRERICBWTHICEETHLTZD, Y

FEHAEA FOEERRFFHEICRE Lo

H (A42IE) 5 A4S HR)

(4) YRR T DA EOxhiE (A46IH)> HA51TH

Z )

7272 L dAE S A 2 M OME B A B #t e OB % 52
fELTERY . EEMBEHEEROEEREEIZIBWVCRF—
NEDER FLOFELMFTFHATHE I N TWDY
AT ERMEHE R OEEREFEICBVWTZEDOEL
R L. MHENEOTLMAEERT D5 LN TE D,

A34. B LOFELBREFHORBLEY TH L0 E
I, BREEEFE L L CoHWIC L 5, BAEED
FERBRETFHONE, Y FHEPERIZB VTR
ICEETH D &M S BB RO % TEIC
DA B oostiiid, R B P R 22 B A EE o
ZhET . MESNOIMBHEOFIMEN B TEZ D
Lo ICRICEEH IS Z ERBESNTND, B
BNV RESNDHEHRONE K OHEHMIT, RE
FLEAEANOZNENOEM (ZEETOSAD & H#
FXTRESND, T72bb, BEEANT, BEICHET
DHARNFOERZ REUNCIRMET 5 2 & 2R, f§
BB Al RE 72k CA R 2R T 2 1R 5,

A35. Original information is any information about the entity
that has not otherwise been made publicly available by the
entity (e.g., has not been included in the financial
statements or other information available at the date of the
auditor’s report, or addressed in other oral or written
communications by management or those charged with
governance, such as a preliminary announcement of

Such

entity’s

information or investor briefings).

the

financial

information is responsibility of the

management and those charged with governance.

A35. BRZEIZPHT o RARDOFRIL, BEITL>TAIZ
SN TV RWYZAEICEAT 22 ToOFRE VD,
YZIERORMICET 2 EH ML, REFICHD, 2
B, WHHER UIEEREERICBWTHIA R
ZOMOFTIHMANE (BEEEETESWEET20 [
L7TEMBHERDEEN LB REHICHB T 2 Z0Mmo
RN AR BT A EEE N O EAT) 4 TH (1) S
IZEEN TV DIEBRSSC, IERER UIREF T
HERSEIC LY, RENOBEIEmCI VIR L
TWAIEREIIREIC L > TRICENTWAIFHRT
o1, REICHETOIRARDFRIZITEEN
[

A36. It is appropriate for the auditor to seek to avoid the

description of a key audit matter inappropriately providing

A36. BEER EOFERBFTFHOGEHRHICB VT, BEA
DI T HIRAROEHRAE NEUNCIRMT 5 Z
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original information about the entity. The description of a
key audit matter is not usually of itself original information
about the entity, as it describes the matter in the context of
the audit. However, the auditor may consider it necessary
to include additional information to explain why the matter
was considered to be one of most significance in the audit
and therefore determined to be a key audit matter, and how
the matter was addressed in the audit, provided that
disclosure of such information is not precluded by law or
regulation. When such information is determined to be
necessary by the auditor, the auditor may encourage
management or those charged with governance to disclose
additional information, rather than the auditor providing

original information in the auditor’s report.

EIFEEIN TR, ER o FE RS
BEAEONEICET AR RET IO TH L
O, B, BEICET OIRAROEROEBMEZEXT
HHDOTIERD, L LRNG, Y%FRAEE EO
FERRETFE S L CRE LR R OERE Eoxt
JEICOWTIHHAT 7201, IESEICL > THEIES
RWRY | B NIRRT D RAEROKH %
BUENNRERE LT D EPBETHLLHE
2D EMDD, TDHE, BAEREZEICRBWTREE
BT D RAEOERERMT D2 & 2 WRET DA
W2 BENIREEITEBMOER REZRT &L
2, IS U TERRE L W#LAITHY 2 L3 EY)
Thb, ZOFE REICHETAEROMRICETEA
THREFITIT, BEEADD OEFHEIHEMBAIZ IS
THIENHIREESND, £72, BEFHOMEOBITE
BT 2520 T 2BAEKSEICIX, REHFISEMN
DOBR R TR 2 R 2 LRSI,

A37. Management or those charged with governance may
decide to include new or enhanced disclosures in the
financial statements or elsewhere in the annual report
relating to a key audit matter in light of the fact that the
matter will be communicated in the auditor’s report. Such
new or enhanced disclosures, for example, may be included
to provide more robust information about the sensitivity of
key assumptions used in accounting estimates or the
entity’s rationale for a particular accounting practice or
policy when acceptable alternatives exist under the

applicable financial reporting framework.

A37. REEFIL, EE O TEELREEENEAR L E
WCBWTHE SN Z L E2EBE LT, ME#EER T
ZOMOFTEEHANRIC, BEE EOFEERRGTHEEICE
BT 5 EMO R IERERTRT 2 L2 RET DL L
N5, BlzIE, MIEERROBEND, MEHEEOH
HEDEUNCHBERZEET 72010, St

DOEF LD, L VEEMREREMBERICEMNL
TERLRTLZIEND D,

A38. ISA 720 (Revised) defines the term annual report and
explains that documents such as a management report,
management commentary, or operating and financial
review or similar reports by those charged with governance
(e.g., a directors’ report); a Chairman’s statement,
corporate governance statement, or internal control and
risk assessment reports may form part of the annual
report.3 ISA 720 (Revised) addresses the auditor’s
responsibilities relating to other information included in the
annual report. Although the auditor’s opinion on the
financial statements does not cover the other information

the auditor may consider this information, as well as other

A38. BEAE NIL, B EOEERRTFEEOTR 2 Rt
T LR, TOMOFTHNEEBETHIEND D,
Fo. REIZOMDEFTEDHERFEIZLV A
zIN, FIAMRERZOMOEREZBETHZ L
b,
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publicly available communications by the entity or other
credible sources, in formulating the description of a key

audit matter.

30 ISA 720(Revised), The Auditor’s Responsibilities Relating
to Other Information, paragraphs 12(a) and A1-A3

A39. Audit documentation prepared during the audit can also
be useful to the auditor in formulating the description of a
key audit matter. For example, written communications, or
the auditor’s documentation of oral communications, with
those charged with governance and other audit
documentation provides a useful basis for the auditor’s
communication in the auditor’s report. This is because
audit documentation in accordance with ISA 230 is
intended to address the significant matters arising during
the audit, the conclusions reached thereon, and significant
professional judgments made in reaching those
conclusions, and serves as a record of the nature, timing
and extent of the audit procedures performed, the results of
those procedures, and the audit evidence obtained. Such
documentation may assist the auditor in developing a
description of key audit matters that explains the
significance of the matter and also in applying the

requirement in paragraph 18.

A39. BEEA ADSEEA O FEREEFEIZ ISV THERR L7 Bs Al
i, BE LOFELRBRFFHOLR L MR 2B
WCEHTH 2, Bz, BT L OF R XILABHIC
Yrala=r—a NIETHER NOREL N
ZOMOBEEFEIL, EAREEICKTIEE LD
FERFIFEOF ML 72D, ZhUL, B
EZESWEFE230 EAMF] (Tt T, BEAEDOE
fEim AR CAE U7- BRI & Z Ofbim & O ORRIC
RSN EME L L CoOEE MM, FEhE L
TeRE R TR O, e OB, LT DORE R,
DIAON /NS =R B il 5 1 R e == R s e
DRDOENTNDIZDTHDH, 2O X HIT, BEANE
E, BEAEREZICBWTCER hoFERRFFELE
U CRIE L7 PR 2 B ARl 3~ 5 BRIC &N,

Reference to Where the Matter Is Disclosed in the Financial

Statements (Ref: Para. 13)

(BET HHMBHERKICE T HEIREE~NDSR)
(5 12 T (1) Z )

A40. Paragraphs 13(a)-(b) requires the description of each
key audit matter to address why the auditor considered the
matter to be one of most significance in the audit and how
the matter was addressed in the audit. Accordingly, the
description of key audit matters is not a mere reiteration of
what is disclosed in the financial statements. However, a
reference to any related disclosures enables intended users
to further understand how management has addressed the

matter in preparing the financial statements.

A40. EBI12TH (3) KON (4) 1%, [EAE Lo E it 4918
KT, UHFEHEAEREICBWTRHICEETHD &
FIr U 7B i R OV I D A EoXbs &
LT A2 EZROTND, LEER-T, BEEEOE
ERETFREIT, MBERICETL SN TV LINESE
BOKLCRMITH2ZEZEMNTLHHDOTIE RN
. BT D MBS RICE T DIERREE A~ B AL
TZET, REENPUBHERLIERT D L TYE
HELEDI IO F -T2z, eSS
WMB#HROFRAENEGELEZED D LR AR & e
Do

A41. In addition to referring to related disclosure(s), the

auditor may draw attention to key aspects of them. The

A1, SEEOMBEERITEBIT 2EE o XE M
THIZBE T AL FHIL. T O S OREIC X -
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extent of disclosure by management about specific aspects
or factors in relation to how a particular matter is affecting
the financial statements of the current period may help the
auditor in pinpointing particular aspects of how the matter
was addressed in the audit such that intended users can
understand why the matter is a key audit matter. For
example:

* When an entity includes robust disclosure about
accounting estimates, the auditor may draw attention to
the disclosure of key assumptions, the disclosure of the
range of possible outcomes, and other qualitative and
quantitative disclosures relating to key sources of
estimation uncertainty or critical accounting estimates, as
part of addressing why the matter was one of most
significance in the audit and how the matter was
addressed in the audit.

* When the auditor concludes in accordance with ISA 570
(Revised) that no material uncertainty exists relating to
events or conditions that may cast significant doubt on
the entity’s ability to continue as a going concern, the
auditor may nevertheless determine that one or more
matters relating to this conclusion arising from the
auditor’s work effort under ISA 570 (Revised) are key
audit matters. In such circumstances, the auditor’s
description of such key audit matters in the auditor’s
report could include aspects of the identified events or
conditions disclosed in the financial statements, such as
substantial operating losses, available borrowing
facilities and possible debt refinancing, or non-
compliance with loan agreements, and related mitigating

factors.?!

T, BEANYFZFHIZEDO L) IZRIN LI E
K OBIREIZREIR T 2 DI DD D, Db
FHEESNDMBHAEROFHE L, BEEADES
DOFHERRFTEHE U CRE LB Z L0 BifFEd
HZENTED, BEENIBEET ZEGRFH~OS
AT TR BFIXIELL T X H i, ZONE
FHNWTRR T2 E03H 5,
WENF EOREY ICE LT LY BARMRE
FLEAT > CWAEAITIE., B Eo B8 G
FIHIZH YT 5 &M LBl R OER Eo
RS E AT 572012, B NI EEREE,
FUAEN DR ROFM, A ORFEFEMED T
RIFRR T EE G FO RV ICET 5%
Ot D EMER) J OVE B 72 EREFEIC S KT
HZERDHD,
Bty NI, BEA AL MER B Rk & & 570 I2fE» T
ke 2E O RTHRICBI T 2 H B A2 AN D 72
W EFERMTT 5 A TH, M E D £ TICH
SNL-FHEAESR FOREARFFHEE LT
WETDHZENDH D, DL D 7RMITEBNT
X, EAEREEICRBT2EE EFOFRERRGEFE
THOFHIZ BT, EEE EREL, FIHATRE
PR AN, AE O 2 AT B HI PRSI~
KO FTREME, ROV S 2T 2 K 7R
L MBRER UTZ OO TEHANRICB RSN
TRFEDEGIRRICERTHZ ENH D,

31 See paragraph A3 of ISA 570 (Revised).

Why the Auditor Considered the Matter to Be One of Most (BEE LOFERBRFFHICHRE LZEH) (& 121
Significance in the Audit (Ref: Para. 13(a)) (3)ZH)

A2, BEEWE TSRV TEE Lo RHE G HIEZ L

W OMEIL, YRFEHAEA Lo R ERRFEE
was determined to be a key audit matter. Accordingly, the ERELTEHBIZOWTOEREANDBLZZRL, &
fEsNT-EEOEAMEZED L Z LIZH D, Lien

A42. The description of a key audit matter in the auditor’s

report is intended to provide insight as to why the matter

requirements in paragraphs 9-10 and the application
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material in paragraphs A12—A29 related to determining key
audit matters may also be helpful for the auditor in
considering how such matters are to be communicated in
the auditor’s report. For example, explaining the factors
that led the auditor to conclude that a particular matter
required significant auditor attention and was of most
significance in the audit is likely to be of interest to

intended users.

ST, EEADPEFHEBLEEREEFICBNTLED
EOICRE T D2 a2 BRIC, A EoTE R
AT HOPREC B9 2 ZRFIE K O e gt (56
S8IH, FH 9T, AL2THN HA29HS M) 1IN H T &
b5, BEEAPERICBWTRICEREZ AW, FRCE
TTHD LA LI ER OB, BESNDME
A ROFMMAHEZIELEZFFSZ L3Z0,

A43. The relevance of the information for intended users is a
consideration for the auditor in determining what to include
in the description of a key audit matter. This may include
whether the description would enable a better

understanding of the audit and the auditor’s judgments.

A43. BEE EOFERREFERE L0 L 5 IR 50
ERETHECEET 5 EAIT, BESNDME
A ROMMAHFIC L > TOFHRD HRIEEERH D,
B Lo FHERBETRHEOGERICE > T, BEIN
2 M Bk 2 ORI H OB MK OB AN OHIWr k4
LEENRE D GE . Uk ENEITEE S DM
Bt R OMMPEIZ L > THRNEAMERH D Z L1127k
2.

A44. Relating a matter directly to the specific circumstances
of the entity may also help to minimize the potential that
such descriptions become overly standardized and less
useful over time. For example, certain matters may be
determined as key audit matters in a particular industry
across a number of entities due to the circumstances of the
industry or the underlying complexity in financial
reporting. In describing why the auditor considered the
matter to be one of most significance, it may be useful for
the auditor to highlight aspects specific to the entity (e.g.,
circumstances that affected the underlying judgments made
in the financial statements of the current period) in order to
make the description more relevant for intended users. This
also may be important in describing a key audit matter that

recurs over periods.

A4, B O FELRRETFHZ REORE ORPUCHE
BEEEAT I CRidi T a2 ok, BE EoEE AR
RETEFEDEE IR SN D Z &0, BFEELIRE
DR FOFERRFFEEOAHMEIMET T 5 " Ee
PR TE DEENH 5, Bl 21X, FEEOWRI T
PEERA DM B E OBMEMEIZ LV | FEDEFED
%< OREIZBWT, HOFENPEE EOFETE MR
AEEEHM SN ZERDH D, LLERS, 20
O RPUTIBNT S, UL FEITRA ORE (B 2
(X, Y OM BRI DR Ok
BHZIRM) ZETs2bicky, HESh DM
Bt OFHFICE > THNEGERETZ RS
Do ZOZ &L, BEGIRIC Tz o TR— ORI A
DKL TR EOFERBREFHE LT 55
BICBWTHLEETH D,

A45. The description may also make reference to the principal
considerations that led the auditor, in the circumstances of
the audit, to determine the matter to be one of most
significance, for example
* Economic conditions that affected the auditor’s ability to

obtain audit evidence, for example illiquid markets for

certain financial instruments.

A45. BEE Lo FELMETRIHICIRE L 7B OFEHIC
BWT, BEEEBEORIICEDS LT, BEEADFHICE
NG E BT HBRICE B L ERFHICE LT
HTENRDD, BIZIX, LFTOFRENRD S,

BEASAEIL D AT Al REVEIC B A 5 2 TRk 1
B B ZIX, FEEOSRPEMICET 2 SO
EPESET L TR Y . AEAHEO A T23 K e
7N
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* New or emerging accounting policies, for example entity- : %ﬁ /iﬁ@%%X FRMENTE E > TR FEG (i
specific or industry-specific matters on which the X BEET — ANEEFEHITNICB W TERM
engagement team consulted within the firm. E@ 726 RO AR %2 Eh L7, BEIIFEEIC

* Changes in the entity’s strategy or business model that R OFL) (BT a5 8
had a material effect on the financial statements. - UBRERICHEEREEL 525 RO X

ITEVARRAET LVOER
How the Matter Was Addressed in the Audit (Ref: Para. 13(b)) (BE EOFHERBRFNERICHTHEE LOXR) (GF
12 H(4) Z M)

A46. The amount of detail to be provided in the auditor’s A46. BEA EOXHNGSICEET A RHEOFEM S OREIX, &
report to describe how a key audit matter was addressed in TANOIENHFEMF L L TOHWICHRLFEHTH
the audit is a matter of professional judgment. In %, BEAENIZ, F121H (4) IZESE, A ORISR
accordance with paragraph 13(b), the auditor may describe: DOWNWTLLFOWT L, T AE DO CRldi 7 5,

- Aspects of the auditor’s response or approach that were - B EJ:@E% U ?%IE EbHEAG LTS,
most relevant to the matter or specific to the assessed risk (XM L 7o EBE R AR R Y A7 ICEA L
of material misstatement; é TIEEAENORICXITEET 7o — ? DN

* A brief overview of procedures performed, Fa

+ An indication of the outcome of the auditor’s procedures; « 3 U7 R O ER AL
or - EEANCE D FHROMEICEET SR

- Key observations with respect to the matter, - RIS 2 EE AR AR

or some combination of these elements.

Law or regulation or national auditing standards may
prescribe a specific form or content for the description of a
key audit matter, or may specify the inclusion of one or

more of these elements.

A47. In order for intended users to understand the AMT. BBESNDMEERONPE D, MB#HREAIC
significance of a key audit matter in the context of the audit B OEAE LOFHLRMFIFHOEEEKOEA
of the financial statements as a whole, as well as the DO E B/ RETHHE & ERE RS0 Z OMoFEEFIH
relationship between key audit matters and other elements EORRREECE L LI, BEEANT BE LoE
of the auditor’s report, including the auditor’s opinion, care R FHORLFIT Y > T, UTFICOVWTHE
may be necessary so that language used in the description THZENEUITH D,
of a key audit matter: - WMBRERICHTOEREZEEADIEET S
» Does not imply that the matter has not been appropriately T, YEFHA~ORSEER ANPEYNCTE T L

resolved by the auditor in forming the opinion on the TN E W FIGE 5 2720,
financial statements. - UHM R SUTAEE L ST S 2T, Y%
- Relates the matter directly to the specific circumstances TH 2 AR O BARR) 2R OUZ B RS T 2,
of the entity, while avoiding generic or standardized - WERERICEET D ESLFEN D DGA. £ D
language. NEZBET D,
- Takes into account how the matter is addressed in the - WUEGRERICE ENLEMOFHITH T LB A%
related disclosure(s) in the financial statements, if any. KL, XFRHALTWDH EWHHIZRE L.
* Does not contain or imply discrete opinions on separate TR,
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elements of the financial statements.

A48. Describing aspects of the auditor’s response or approach
to a matter, in particular when the audit approach required
significant tailoring to the facts and circumstances of the
entity, may assist intended users in understanding unusual
circumstances and significant auditor judgment required to
address the risk of material misstatement. In addition, the
audit approach in a particular period may have been
influenced by entity-specific circumstances, economic
conditions, or industry developments. It may also be useful
for the auditor to make reference to the nature and extent of
communications with those charged with governance about

the matter.

AM8. BEEN OIS TR T 7'v—F ONE DL
%, E SN D MEEER ORI HF D, @ T ki
R0, BEREBERY A7 ICHIET 5B TITo 72
i A N OB W 2 BRAE 9~ 5 DI D5 E 0 &
5, BEORIICAEDLETRALEERAY Yo —F
ORI R E AR SN D HEICITFFICER TH
B IBHIT, BEOEEIZBITIEET 7 a—F I,
EEITRA ORDL, BRFHEAIIEENBT DEE
DB L > TEEEZTHENH D, AT, Y
HHREICHETIEEASE LDl a2 —a D
NEKOREZHHT 2 Z EBNGHBRGERH 5,

A49. For example, in describing the auditor’s approach to an
accounting estimate that has been identified as having high
estimation uncertainty, such as the valuation of complex
financial instruments, the auditor may wish to highlight that
the auditor employed or engaged an auditor’s expert. Such
a reference to the use of an auditor’s expert does not reduce
the auditor’s responsibility for the opinion on the financial
statements and is therefore not inconsistent with paragraphs
14-15 of ISA 620.%

32ISA 620, Using the Work of an Auditor’s Expert

A9. BEET Vo —F s 2RI, Bl EHEZR
SRR i O N IEAMAE DR O X 212 RLFE Y O AR FE
PERSEWEF EO RV ICE LT, BRI, HME
DEBZFH LI LIZOVWTEHEHT LD
Do ZDX D RERNOHMZEDOZEL ORI
Hrtwild, EARLUESR B AW E620 [HHROE
OFIH | FISTEICHE STV A IRPLITITRE S T3,
Flo, EEBERICHT2EAEANOBMLELERET 56
DT,

AS50. There may be challenges in describing the auditor’s
procedures, particularly in complex, judgmental areas of
the audit. In particular, it may be difficult to summarize the
procedures performed in a succinct way that adequately
communicates the nature and extent of the auditor’s
response to the assessed risk of material misstatement, and
the significant auditor judgments involved. Nonetheless,
the auditor may consider it necessary to describe certain
procedures performed to communicate how the matter was
addressed in the audit. Such description may typically be at
a high level, rather than include a detailed description of

procedures.

A50. BERFHiAi#ll T %A, Fhi L 7B Fii & i
BICERT 2 Z I3l 2 En3d 5, FrIC, BT
H W & £E O BEE OISV TIE, FHl L2 EE R
WAAZ R A ZITRT 2 A N OXHS DN & O
PR, W ONZEEA AN O EEE A 2 BN B T E D
EOICBICENTHZ LR 3D D, L
ML, YEFHICHT2EEANDOISE LT
Feht L 72 R E D FHRE OGRS BRI AT, W
FRONKFZ ISR T 20 TixZe <, BHENIC
Rk 5,

A51. As noted in paragraph A46, the auditor may also provide
an indication of the outcome of the auditor’s response in

the description of the key audit matter in the auditor’s

AS1. MEIEIZEHH SN TWA LR B/ AL, A -
DOFERRBHFHEICBW T, BERANDOX SO Rz
BhE T 2#i 2 502580855, Z05EA. Ykl
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report. However, if this is done, care is needed to avoid the
auditor giving the impression that the description is
conveying a separate opinion on an individual key audit
matter or that in any way may call into question the

auditor’s opinion on the financial statements as a whole.

W ME 2 OB B FE R MRET ISR 2 E 5] 0
BEREEHL TS EOHISTILALE L TOME
FERICKRT DA IR A 5 L9 2EIR
EHZINEDICERT D,

Circumstances in Which a Matter Determined to Be a Key

Audit Matter Is Not Communicated in the Auditor’s Report

Circumstances in Which a Matter Determined to Be a Key
Audit Matter Is Not Communicated in the Auditor’s Report
(Ref: Para. 14)

(B BELOFELRKRMNEFEL L TRELZEES
EEHEEICBOTHE LZ2WVES)

(Q) BEELOTHELBRNFEHRL L TRELLEEE
EEREECBOTHE L2WES) 8 13 HZH)

14. The auditor shall describe each key audit matter in the
auditor’s report unless: (Ref: Para. A53—A56)

(a) Law or regulation precludes public disclosure about the
matter; or (Ref: Para. A52)

(b) In extremely rare circumstances, the auditor determines
that the matter should not be communicated in the
auditor’s report because the adverse consequences of
doing so would reasonably be expected to outweigh the
public interest benefits of such communication. This
shall not apply if the entity has publicly disclosed

information about the matter.

AS52. Law or regulation may preclude public disclosure by
either management or the auditor about a specific matter
determined to be a key audit matter. For example, law or
regulation may specifically prohibit any public

communication that might prejudice an investigation by an

appropriate authority into an actual, or suspected, illegal act

(e.g., matters that are or appear to be related to money

laundering).

13. B AT, LTFTOWTNOICEY T 258 E2RE,
EEA G EICEA FO R ERRFFEA L L 2T
AL B 70y (AB3 TH)N D AS6 THER)
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L, EENYZFHICET D15 Hm A M B ELR LS D
AN HIEIZL VAR L TWDHGEEIL #]ET
& TR E BT D RPUTITEZ S L2,

AB2. IEMHICX Y | BEAEADER EOEE R FEE
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VTR E)IZHOWT, EEI I XA EEET D
BENWRHLGE, EBFEICIVARNEILEIND
ZEBRDHD,

AS53. As indicated by paragraph 14(b), it will be extremely
rare for a matter determined to be a key audit matter not to
be communicated in the auditor’s report. This is because
there is presumed to be a public interest benefit in
providing greater transparency about the audit for intended
users. Accordingly, the judgment not to communicate a key
audit matter is appropriate only in cases when the adverse
consequences to the entity or the public as a result of such
communication are viewed as so significant that they
would reasonably be expected to outweigh the public

interest benefits of communicating about the matter.

AB3. HIBTH Q) IZRH SN TWDH B0 | Bk Lo 1%
IRRETEIE A A E ISR WO T L &
T5Z EIMmDCRENTH D, ik, BEDEH
PO FIZALOFIRICET 572D TH D, Lizn
> T, BAE LOFHELRFFHOREIZ L HMEHEX
TR 2 D AFIE D IER IR E W EMEE S,
ZOARFEN Y ZFHERETHZLICLD B2
SNLHREOREE RS & BB RIAEN D
HCDH, BEENTYBHLFEEWE L & flrc
x5,

A54. The determination not to communicate a key audit
matter takes into account the facts and circumstances
related to the matter. Communication with management
and those charged with governance helps the auditor
understand management’s views about the significance of
the adverse consequences that may arise as a result of

about a matter. In

communicating particular,

communication with management and those charged with

A54. B NIE, A EOREARMRFFEICET 5 HE
XAXRMAEZRE L T, YL FHOWE DL 2 4 Wr
T5, BEEZLPEEERSFELOaIa=r—ay
I BEEAN, YEFHOREN Lo TBEAR S
DAFTE DD K& ZTEHT 583 D FLfig & 2
fift 9™ 2 DITHSLD, FFIC, BREE R OEAEEL D2
Ra=fr—Ta i LT Lo, EEANDHIEIZ
a5,
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governance helps to inform the auditor’s judgment in

determining whether to communicate the matter by:

+ Assisting the auditor in understanding why the matter has
not been publicly disclosed by the entity (e.g., if law,
regulation or certain financial reporting frameworks
permit delayed disclosure or non-disclosure of the
matter) and management’s views as to the adverse
consequences, if any, of disclosure. Management may
draw attention to certain aspects in law or regulation or
other authoritative sources that may be relevant to the
consideration of adverse consequences (e.g., such aspects
may include harm to the entity’s commercial negotiations
or competitive position). However, management’s views
about the adverse consequences alone do not alleviate the
need for the auditor to determine whether the adverse
consequences would reasonably be expected to outweigh
the public interest benefits of communication in
accordance with paragraph 14(b).

Highlighting whether there have been any
communications with applicable regulatory, enforcement
or supervisory authorities in relation to the matter, in
particular whether such discussions would appear to
support management’s assertion as to why public
disclosure about the matter is not appropriate.

* Enabling the auditor, where appropriate, to encourage
management and those charged with governance to make
public disclosure of relevant information about the
matter. In particular, this may be possible if the concerns
of management and those charged with governance about
communicating are limited to specific aspects relating to
the matter, such that certain information about the matter
may be less sensitive and could be communicated.

The auditor also may consider it necessary to obtain a

written representation from management as to why public

disclosure about the matter is not appropriate, including
management’s view about the significance of the adverse
consequences that may arise as a result of such

communication.
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AS55. It may also be necessary for the auditor to consider the

implications of communicating about a matter determined

AB5. BER ANIX. B FoFELAMHNFHESE L THREL
FHEIEARETAHZ LIZHOWT, BAEIZEIT A5
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to be a key audit matter in light of relevant ethical
requirements. In addition, the auditor may be required by
law or regulation to communicate with applicable
regulatory, enforcement or supervisory authorities in
relation to the matter, regardless of whether the matter is
communicated in the auditor’s report. Such communication
may also be useful to inform the auditor’s consideration of
the adverse that arise  from

consequences may

communicating about the matter.

EMPLICBET 2BEICHD LTHRFT 5 Z ENRME
ERDZEND D, A NGB E W R &
LG BB TREENEREFR LN & &
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A56. The issues considered by the auditor regarding a
decision to not communicate a matter are complex and
involve significant auditor judgment. Accordingly, the

auditor may consider it appropriate to obtain legal advice.

AB6. ML FHEAZER FOFERRMNEEE LTHEL
RVEA BEEADSKRR LIZRAITEANTHY, F
7o, TOWREITEENOEE AW ALY, TD7
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Interaction between Descriptions of Key Audit Matters and
Other Elements Required to Be Included in the Auditor’s
Report

(@) BELOFELRRMNFHORHEAR L EERE
EIRE T N E 2 DOMMOIEE O A RILR)

15. A matter giving rise to a modified opinion in accordance
with ISA 705 (Revised), or a material uncertainty related to
events or conditions that may cast significant doubt on the
entity’s ability to continue as a going concern in accordance
with ISA 570 (Revised), are by their nature key audit
matters. However, in such circumstances, these matters
shall not be described in the Key Audit Matters section of
the auditor’s report and the requirements in paragraphs 13—
14 do not apply. Rather, the auditor shall:

(a) Report on these matter(s) in accordance with the
applicable ISA(s); and

(b) Include a reference to the Basis for Qualified (Adverse)
Opinion or the Material Uncertainty Related to Going
Concern section(s) in the Key Audit Matters section.
(Ref: Para. A6—A7)

14, BEAHEECK LRV FRMAE R EZ R\ T 55
K& nfm (BEALEZEAWmEE 706 ), X
IR 2E DRI 2 EE e RN (BEAR
R SHEESTOSHR) X, TOoHE L BEE LD
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Form and Content of the Key Audit Matters Section in Other

Circumstances

Form and Content of the Key Audit Matters Section in Other

Circumstances (Ref: Para. 16)

(GB) ZoMmoRBIZBITZ TBEE EOTELRBHNE
H| Kook ER AR

(@) ZotoRBiz T2 TEE EoTELBRNE
H] ROooBEXKRORNE)Y (B 15 HSH)

16. If the auditor determines, depending on the facts and
circumstances of the entity and the audit, that there are no
key audit matters to communicate or that the only key audit
matters communicated are those matters addressed by
paragraph 15, the auditor shall include a statement to this
effect in a separate section of the auditor’s report under the
heading “Key Audit Matters.” (Ref: Para. A57—A59)

AS57. The requirement in paragraph 16 applies in three

circumstances:

(a) The auditor determines in accordance with paragraph 10
that there are no key audit matters (see paragraph AS59).

(b) The auditor determines in accordance with paragraph
14 that a key audit matter will not be communicated in
the auditor’s report and no other matters have been
determined to be key audit matters.

(¢) The only matters determined to be key audit matters are

those communicated in accordance with paragraph 15.

15. B NIE, ¥R OB 2 T3 ORI %
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AS58. The following illustrates the presentation in the auditor’s
report if the auditor has determined there are no key audit
matters to communicate:

Key Audit Matters

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

report.
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A59. The determination of key audit matters involves making
a judgment about the relative importance of matters that
required significant auditor attention. Therefore, it may be
rare that the auditor of a complete set of general purpose
financial statements of a listed entity would not determine
at least one key audit matter from the matters

communicated with those charged with governance to be

communicated in the auditor’s report. However, in certain
limited circumstances (e.g., for a listed entity that has very
limited operations), the auditor may determine that there

are no key audit matters in accordance with paragraph 10

because there are no matters that required significant

auditor attention.

AB9. BEA FOFERMEIFIHIL, BEAEADRICER
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Communication with Those Charged with Governance

Communication with Those Charged with Governance
(Ref: Para. 17)

(3. BEEHEELDaIa=Fr—3 3

(4. BEEZES LpaIa=r—var) (F 16 EHS
R)

17. The auditor shall communicate with those charged with

governance:

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

(b) If applicable, depending on the facts and circumstances
of the entity and the audit, the auditor’s determination
that there are no key audit matters to communicate in
the auditor’s report. (Ref: Para. A60—A63)

A60. ISA 260 (Revised) requires the auditor to communicate
with those charged with governance on a timely basis.*
The appropriate timing for communications about key audit

of the

engagement. However, the auditor may communicate

matters will vary with the -circumstances
preliminary views about key audit matters when discussing
the planned scope and timing of the audit, and may further
discuss such matters when communicating about audit
findings. Doing so may help to alleviate the practical
challenges of attempting to have a robust two-way dialogue
about key audit matters at the time the financial statements

are being finalized for issuance.

33 ISA 260 (Revised), paragraph 21
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A61. Communication with those charged with governance
enables them to be made aware of the key audit matters that
the auditor intends to communicate in the auditor’s report,
and provides them with an opportunity to obtain further
clarification where necessary. The auditor may consider it

useful to provide those charged with governance with a

A6l. BEENE DI I 2= —va B U T, BEAEXK
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draft of the auditor’s report to facilitate this discussion.
Communication with those charged with governance
recognizes their important role in overseeing the financial
reporting process, and provides the opportunity for those
charged with governance to understand the basis for the
auditor’s decisions in relation to key audit matters and how
these matters will be described in the auditor’s report. It
also enables those charged with governance to consider
whether new or enhanced disclosures may be useful in light
of the fact that these matters will be communicated in the

auditor’s report.

EOoREAENEDaIa=r—aizky, &
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A62. The communication with those charged with
governance required by paragraph 17(a) also addresses the
extremely rare circumstances in which a matter determined
to be a key audit matter is not communicated in the

auditor’s report (see paragraphs 14 and A54).
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A63. The requirement in paragraph 17(b) to communicate
with those charged with governance when the auditor has
determined there are no key audit matters to communicate
in the auditor’s report may provide an opportunity for the
auditor to have further discussion with others who are
familiar with the audit and the significant matters that may
have arisen (including the engagement quality control
reviewer, where one has been appointed). These

discussions may cause the auditor to re-evaluate the

auditor’s determination that there are no key audit matters.

AB3. FFI6IH (2) 2LV | Bsf AL, BEE | EICB N T
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Documentation

Documentation (Ref: Para. 18)

(4. X&)

(5. 3t&E) B 17EHZH)

18. The auditor shall include in the audit documentation:®

(Ref: Para. A64)

(a) The matters that required significant auditor attention as
determined in accordance with paragraph 9, and the
rationale for the auditor’s determination as to whether
or not each of these matters is a key audit matter in
accordance with paragraph 10;

(b) Where applicable, the rationale for the auditor’s
determination that there are no key audit matters to
communicate in the auditor’s report or that the only key
audit matters to communicate are those matters

addressed by paragraph 15; and

A64. Paragraph 8 of ISA 230 requires the auditor to prepare
audit documentation that is sufficient to enable an
experienced auditor, having no previous connection with
the audit, to understand, among other things, significant
professional judgments. In the context of key audit matters,
these professional judgments include the determination,
from the matters communicated with those charged with
governance, of the matters that required significant auditor
attention, as well as whether or not each of those matters is
a key audit matter. The auditor’s judgments in this regard
are likely to be supported by the documentation of the
auditor’s

communications with those charged with

governance and the audit documentation relating to each
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(c) Where applicable, the rationale for the auditor’s

determination not to communicate in the auditor’s

report a matter determined to be a key audit matter.

 ISA 230, Audit Documentation, paragraphs 8—11 and A6

individual matter (see paragraph A39), as well as certain
other audit documentation of the significant matters arising
during the audit (e.g., a completion memorandum).
However, this ISA does not require the auditor to document
why other matters communicated with those charged with
governance were not matters that required significant

auditor attention.
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Effective Date

(v @A)

6. This ISA is effective for audits of financial statements for periods ending on or after December 15, 2016.
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