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INTERNATIONAL STANDARD ON AUDITING 705

MODIFICATIONS TO THE OPINION IN THE INDEPENDENT AUDITOR’S REPORT

BEEEEZRIWEE 705
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Introduction

Application and Other Explanatory Material

(1 A#HEEOFHKOEH)

Scope of this ISA

(1. A&EZOHH)

1. This International Standard on Auditing (ISA) deals with
the auditor’s responsibility to issue an appropriate report in
circumstances when, in forming an opinion in accordance
with ISA 700 (Revised),' the auditor concludes that a
modification to the auditor’s opinion on the financial
statements is necessary. This [SA also deals with how the
form and content of the auditor’s report is affected when
the auditor expresses a modified opinion. In all cases, the
reporting requirements in ISA 700 (Revised) apply, and are
not repeated in this ISA unless they are explicitly addressed

or amended by the requirements of this ISA.

PISA 700 (Revised), Forming an Opinion and Reporting on

Financial Statements

1. AR #EiL, BEAEAD, BEAEEEZESHEET00
TMHBRER KT 2 EROAR & BEARE) ([2HKD
CEAEBROBREREIT O BRIC, MEERITK LTk
SNFHEMNBEREZRAT LHHLEN S D LT 2855
2, HWUREAREELRITT 27000 FEE Lok
HERMET 20O TH D, F/o, ARG FIXEARLYE
FESWEETOZ ML LT, AHEEDTR
FIHIZ K o THIRIICKRHE UTETE S 72 W R D |
B R ER B SIS ET00ICBIT D EAEREEDHE
RFEENBEH LD,

Types of Modified Opinions

Types of Modified Opinions (Ref: Para. 2)

(2. BRAFEMARROEED

2. This ISA establishes three types of modified opinions,
namely, a qualified opinion, an adverse opinion, and a
disclaimer of opinion. The decision regarding which type
of modified opinion is appropriate depends upon:

(a) The nature of the matter giving rise to the modification,
that is, whether the financial statements are materially
misstated or, in the case of an inability to obtain sufficient
appropriate audit evidence, may be materially misstated;
and

(b) The auditor’s judgment about the pervasiveness of the
effects or possible effects of the matter on the financial

statements. (Ref: Para. Al)

Al. The table below illustrates how the auditor’s judgment
about the nature of the matter giving rise to the
modification, and the pervasiveness of its effects or
possible effects on the financial statements, affects the type

of opinion to be expressed.
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Nature of Matter

Auditor’s Judgment about the

Giving Rise to Pervasiveness of the Effects or
the Possible Effects on the Financial
Modification Statements
Material but Not Material and
Pervasive Pervasive
Financial

statements are
materially

misstated

Qualified opinion

Adverse opinion

Inability to obtain
sufficient
appropriate

audit evidence

Qualified opinion

Disclaimer of

opinion
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Objective

(3. A#HEEDHRD

4. The objective of the auditor is to express clearly an
appropriately modified opinion on the financial statements
that is necessary when:

(a) The auditor concludes, based on the audit evidence
obtained, that the financial statements as a whole are not
free from material misstatement; or

(b) The auditor is unable to obtain sufficient appropriate
audit evidence to conclude that the financial statements

as a whole are free from material misstatement.

3. AEEFICBIT HEEANDO BN, L FOGEICZE
W, BRI L CRRANRIE M S AL 2 ) 2o
HIRICERATHZ & ThH D,
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&I 555
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HAELE AT TE ROGA

Definitions

(4. ER)

5. For purposes of the ISAs, the following terms have the
meanings attributed below:

(a) Pervasive — A term used, in the context of
misstatements, to describe the effects on the financial
statements of misstatements or the possible effects on the
financial statements of misstatements, if any, that are
undetected due to an inability to obtain sufficient
appropriate audit evidence. Pervasive effects on the
financial statements are those that, in the auditor’s
judgment:

(1) Are not confined to specific elements, accounts or
items of the financial statements;

(i) If so confined, represent or could represent a

substantial proportion of the financial statements; or

4. RPEBCBITDHEOERIL. LT L7
D
(1) TR#H) —RIEEOEARRIPIMEHER SR
KA TRBEORE, IIEEND 5300w 72
B lE AFTE T, RELOEBER RV S L
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PED & 5 HEORRFEIZ SO W THAT 5 720
WHILD,
WMHERERIC L TR 2L RETHA &
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O  REIEIRIE RO EAT RO KT T B
P, MESEER DORFE ORISR BE ITE A
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(iii) In relation to disclosures, are fundamental to users’
understanding of the financial statements.

(b) Modified opinion — A qualified opinion, an adverse

opinion or a disclaimer of opinion on the financial

statements.

CIRE SRV A

@ REEIIRIERDOEETTORIE TR
AL REEORRESR, BIE T A IZRE S
TW5H00, ME#HREELE L TORBHRT
IZH 7= DA, X475 /REMER S 256

@ HEFHICBIT D REEUIRFE R OEASE
RO RAE T BRI A O 6 3R O BRI R
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Requirements

(I ERFIE)

Circumstances When a Modification to the Auditor’s

Opinion Is Required

Circumstances When a Modification to the Auditor’s

Opinion Is Required

(1. A FENERORAVKEL SNDHE)

(2. FAFEMNERORABKLEL SNDHHE)

Nature of Material Misstatements (Ref: Para. 6(a))

€ (1) EELERFTIOME) GB5HO)ZM)

6. The auditor shall modify the opinion in the auditor’s report
when:

(a) The auditor concludes that, based on the audit evidence
obtained, the financial statements as a whole are not free
from material misstatement; or (Ref: Para. A2—A7)

(b) The auditor is unable to obtain sufficient appropriate
audit evidence to conclude that the financial statements
as a whole are free from material misstatement. (Ref:

Para. A8-A12)

A2. ISA 700 (Revised) requires the auditor, in order to form

an opinion on the financial statements, to conclude as to

whether reasonable assurance has been obtained about

whether the financial statements as a whole are free from

material misstatement®. This conclusion takes into account

the auditor’s evaluation of uncorrected misstatements, if

any, on the financial statements in accordance with ISA
450.7

S ISA 700 (Revised), paragraph 11
TISA 450, Evaluation of Misstatements Identified during the
Audit, paragraph 11

5. BEAENIZ, L To%GE., BEAMREEITRW TR E

R REZRP LT 570,

(1) BEANEOLAF LEEREERCESNT, &
KELTCOMBHERICEERBEBRRIND D &
HIEr 2358 (A2THNHATIHS )

(2) AN, 2L L TCOMBHRICEERED
FRMBT2 N EHIETT 5720 O+ 43 oY) e B
HRHLAZ AF TE2WEE (ABH)HAI2ZIHES )

A3. BEAFLUER B S5 E450 TEEA O Cilkal L7z
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IZEEN MBI E O&FH, . For 3R
FIHE | HWH SN D MBS OV HERL L 725
AR SN D MGRERE R O, . £ X
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L7235 T, MBHEROBEEREHBRRIL, LUTIC
BE L TAETDHZ &0 dH 5.
(1) R 75t omE eI

(2) BIRL7-=FH 7O H
(3) M5k R OIERHFH OB YINE U A5

A3. ISA 450 defines a misstatement as a difference between

the reported amount, classification, presentation, or

disclosure of a financial statement item and the amount,

classification, presentation, or disclosure that is required

for the item to be in accordance with the applicable

financial reporting framework. Accordingly, a material

misstatement of the financial statements may arise in

relation to:
(a) The appropriateness of the selected accounting policies;

(b) The application of the selected accounting policies; or
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(c) The appropriateness or adequacy of disclosures in the

financial statements.

Appropriateness of the Selected Accounting Policies

€(2) BRLF 7t OBEHIMED

A4. In relation to the appropriateness of the accounting
policies management has selected, material misstatements
of the financial statements may arise for example when:
(a) The selected accounting policies are not consistent with

the applicable financial reporting framework;

(b) The financial statements do not correctly describe an
accounting policy relating to a significant item in the
statement of financial position, the statement of
comprehensive income, the statement of changes in
equity or the statement of changes in equity or the
statement of cash flows; or

(¢) The financial statements do not represent or disclose the
underlying transactions and events in a manner that

achieves fair presentation.

A, REFDIRIR U2 S3 Gt o e Ic B4 5 W5
R OEREIREHFR RN, AT, LTEFEREE LT
ETDHZEND D,

(1) BR U725 8128, @A S 2 Mg HEiE ofe
FHATHERL L TR0,

(2) MEBFERIZBWT, Bk, HRFHEE,
AFERRETRE, MEEARFEEGRE, ¥
¥ va e 7u—itBEICET 2 EERSEF S
23 YRR S ATV,

(3) MBRERICIBWT, KL e 2GR EFR
WZDOW T IER /R 2 T 2 RR SATIERL AT
DILTUVRUY,

AS5. Financial reporting frameworks often contain
requirements for the accounting for, and disclosure of,
changes in accounting policies. Where the entity has
changed its selection of significant accounting policies, a
material misstatement of the financial statements may arise

when the entity has not complied with these requirements.

A5, JEFH &3 MBS OPSHAITIR, KT OE R
BT D FHLEE & RIS T 2 RN S
EFNTND, BRENEERSHFHOEEZIT OB
2O OBERFEIZHEIL L TW R WA, M5RE
ROBBEREBTRRERDZENRD D,

Application of the Selected Accounting Policies

€@3) BIRL=F T OB

A6. In relation to the application of the selected accounting
policies, material misstatements of the financial statements
may arise:

(a) When management has not applied the selected
accounting policies consistently with the financial
reporting framework, including when management has
not applied the selected accounting policies consistently
between periods or to similar transactions and events
(consistency in application); or

(b) Due to the method of application of the selected
accounting policies (such as an unintentional error in

application).

A6. BN L7-Et 8o HICET 2 MEEROBEE
AR, T ERRRE LTAETLZE03d 5,
(1) BEED, BIRL-2F 82, EHI DM

BWwEOHMHACHER L T—EBELTEHL T
RN, ZHUCIE, BIR LS i A, SIS
BUWTHEGRICHEH L TR WEARe, HHIEL DB
IR OEHFEROMT B LTHEMHL TN
BantEns, EHIZET 2 —EMH)

(2) BN L7=FHHF#tom Ak Bz, @mHO
BROEXIF)TRVGED)

Appropriateness or Adequacy of Disclosures in the Financial

Statements

€(4) MEREROEFLFHOBYMEII 531D
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A7. In relation to the appropriateness or adequacy of
disclosures in the financial statements, material
misstatements of the financial statements may arise when:
(a) The financial statements do not include all of the

disclosures required by the applicable financial reporting
framework;

(b) The disclosures in the financial statements are not
presented in accordance with the applicable financial
reporting framework; or

(c) The financial statements do not provide the additional
disclosures necessary to achieve fair presentation beyond
disclosures specifically required by the applicable
financial reporting framework.

Paragraph A13 (a) ofISA 450 provides further examples

of material misstatements in qualitative disclosures that

may arise.

AT. MEHROTEDFHEOBEOIM UI oIS 5
MEEROBBEREMBR L, UTEREKFE LTE
THZERH D,

(1) MBF#ERIZIBNT, S35 MBS OFH
DR HDIERLFHO R T =R EZEN TR
[

(2) WMEs#HERODEFLFHEN, BWH I MBERED
Fof A ZHERL L T2,

(3) ME#ROMWIERROT=OIZ, i H S 25 WEH
HOMFLZ L > TEEWIZERS N TWD U E
DIBMHI 2T THIL TR,

Nature of an Inability to Obtain Sufficient Appropriate
Audit Evidence (Ref: Para. 6(b))

() TP OBWEREEMUNAF TERVES)
(%5 5 TH (2) ZR)

AS8. The auditor’s inability to obtain sufficient appropriate
audit evidence (also referred to as a limitation on the scope
of the audit) may arise from:

(a) Circumstances beyond the control of the entity;
(b) Circumstances relating to the nature or timing of the
auditor’s work; or

(c) Limitations imposed by management.

A8. BEENIZ, LT ZEK & LT, oot e
AL A AFETERWEERH D, (A OHIK)
(1) BHEOEBD KX RIL
(2) EEENOEEOREE UL ERMFHNIB T 54k
.
(3) #REEIZ L 2 EEAFPHOHIF

A9. An inability to perform a specific procedure does not
constitute a limitation on the scope of the audit if the
auditor is able to obtain sufficient appropriate audit
evidence by performing alternative procedures. If this is not
possible, the requirements of paragraphs 7(b) and 9-10
apply as appropriate. Limitations imposed by management
may have other implications for the audit, such as for the
auditor’s assessment of fraud risks and consideration of

engagement continuance.

A9. BB ANDRFE D Tt a FHETERNHEITBNT
bt REBFHOFEMIZ LV 5300 72 B AL G L
ZAFTELHAIE, BEEHEOHIK T2 6%
W, REBEFHOEMIC L > TH oot /A
AELA AT TERWGEICIE, HEIDSCTHE 6
(2), HSHEMUE QM I 5,
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U R 7 ORI, BEAEZOFHHIZOWTORGTH
EL MITHRFTT REFENE L LG50 H 5,

A10. Examples of circumstances beyond the control of the
entity include when:
* The entity’s accounting records have been destroyed.
* The accounting records of a significant component have

been seized indefinitely by governmental authorities.

A10. EFEDOFHD JKIF7RVRBLITIE, BT, LR
ZEND,

cAREDOZFECEN L LTV D,

« BB O 2 E LR TECE B L RIS
DY ELMIZADLNTND,
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All. Examples of circumstances relating to the nature or
timing of the auditor’s work include when:

* The entity is required to use the equity method of
accounting for an associated entity, and the auditor is
unable to obtain sufficient appropriate audit evidence
about the latter’s financial information to evaluate

whether the equity method has been appropriately

applied.

* The timing of the auditor’s appointment is such that the
auditor is unable to observe the counting of the physical
inventories.

* The auditor determines that performing substantive

procedures alone is not sufficient, but the entity’s

controls are not effective.

All. BEAE N OVEZEORERE X3 SRR B~ 2 ki
X, BlAE, IF R EENRD,

- FEOE OB EER 4D BES O MBS T E I BY
LT, FRE@EUNcEfH ST a oy s 0 e
i3 2 72 O+43 O U 72 BE AR A AFTE R
W,

- EEENOBT-ORFIC LV | HIETE 2E O SEHINENC
SEHED) T ENRTER,

- BEANIT, FEREFRL O E MO A TlE 43 0o bl e
BEAFEAZ AFTERWVWEHB LTV DR, 2l
B 2 3 ONEFEHI AR TR,

A12. Examples of an inability to obtain sufficient appropriate
audit evidence arising from a limitation on the scope of the
audit imposed by management include when:

* Management prevents the auditor from observing the
counting of the physical inventory.
* Management prevents the auditor from requesting external

confirmation of specific account balances.

Al2. REFIC X DERFEFOHKICLY . +hoil
U7 BEAREHL S AF T E RWIGA I, B2, LT
DEEND,

« BEA NI XD FHEHMEI O & 2R B DS LT
Do

- KFE OB E R E BT DM HERRIC O W T O A A
DERZFEEDELZ L TWND,

Determining the Type of Modification to the Auditor’s

Opinion

Determining the Type of Modification to the Auditor’s

Opinion

(2. BRAFEMARROBREDORE)

(3. BRAFEMNBROBEEORE)

Qualified Opinion

€1 REFRD

7. The auditor shall express a qualified opinion when:

(a) The auditor, having obtained sufficient appropriate audit
evidence, concludes that misstatements, individually or
in the aggregate, are material, but not pervasive, to the
financial statements; or

(b) The auditor is unable to obtain sufficient appropriate
audit evidence on which to base the opinion, but the
auditor concludes that the possible effects on the
financial statements of undetected misstatements, if any,

could be material but not pervasive.

6. AN, LTOHREG. REERLEZRILRITHIT

7257200,
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S NI A = PN/ KB T e M A B - VRN sl
ICXFEF LG A, BEETH DR TR
VSIS S50

(2) BEAAD, EREE RRFOEME L 2 5 +500
O Y R BE AL A AFTE T, 220, RFEROD
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JAZTRIREMED & 2 5888, B Th D DNAHIT
F7e W BT 255G

Adverse Opinion

(@) BEMER)

8. The auditor shall express an adverse opinion when the

7. BENE, HH0olb B ELE AT L7z
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auditor, having obtained sufficient appropriate audit
evidence, concludes that misstatements, individually or in
the aggregate, are both material and pervasive to the

financial statements.

B BAFRPMEE T MIT TN @RI U
HFE LB, BENORHTH D LT 55
BT, BEMEBEREZRH L7277 s 7en,

Disclaimer of Opinion

() BRARHA)

9. The auditor shall disclaim an opinion when the auditor is
unable to obtain sufficient appropriate audit evidence on
which to base the opinion, and the auditor concludes that
the possible effects on the financial statements of
undetected misstatements, if any, could be both material

and pervasive.

8. B NIL, BARHOKEMEL 72 5+ noilb) /el
BAHLEZ AFTET, 220, REALOBBESRLD L
b5 ETHIE, ZRRMEHERICKIETT ATREED &
HEEN BENPOLHTH D LT 25511E,
BRAERPL TR 5220,

10. The auditor shall disclaim an opinion when, in extremely
rare circumstances involving multiple uncertainties, the
auditor concludes that, notwithstanding having obtained
sufficient appropriate audit evidence regarding each of the
individual uncertainties, it is not possible to form an
opinion on the financial statements due to the potential
interaction of the uncertainties and their possible

cumulative effect on the financial statements.

9. BEANIE, BHE DR HEFEMZ A O D T Eh ki

IZBWT, 7o & 2l 2 DARFEEMIZOWTIE 200
DMWY REEFAE AT LIZELTYH, ZRHDB Y
Bt R KIFET AR D & D BRI BN EE )
DEIGIZ DT DT, WMEHERIZHT 2 ERZ K
TERWEHET 28551213, BRERL Tk
BN,

Consequence of an Inability to Obtain Sufficient Appropriate
Audit Evidence Due to a Management-Imposed Limitation

after the Auditor Has Accepted the Engagement

Consequence of an Inability to Obtain Sufficient Appropriate
Audit Evidence Due to a Management-Imposed Limitation
after the Auditor Has Accepted the Engagement (Ref: Para.
13(b)(i)-14)

((4) EBZEANEEZNEZRE LLBICRERICLD
EE P OFHIIC L o THo v omY) 7e B A FERL S A
FTERVEGA)

(1) BEEANEEBNEME LZRICBREFICLD
EEHEOHKNC X +oh o R EREENSAF
TERWVWESY (E12HQ) 0% 13HBH)

11. If, after accepting the engagement, the auditor becomes
aware that management has imposed a limitation on the
scope of the audit that the auditor considers likely to result
in the need to express a qualified opinion or to disclaim an
opinion on the financial statements, the auditor shall

request that management remove the limitation.

10. BG4 AL, AR E R L7o&Iic, fEHICLD
EEAFIPHOHIICRM &, MBHRICHTHRER
ROFAEIE RARRFIC ORI D ATREME N B &
HIWTT DA, BEFITYEARIEZRY RS Lo
ZEh LT T 72 6720,

12. If management refuses to remove the limitation referred
to in paragraph 11 of this ISA, the auditor shall
communicate the matter to those charged with governance,
unless all of those charged with governance are involved in
managing the entity,? and determine whether it is possible
to perform alternative procedures to obtain sufficient

appropriate audit evidence.

2 ISA 260 (Revised), Communication with Those Charged

with Governance, paragraph 13

11, FEEA A SHI0EICREH L2HIREZ R i< 2 & &
EELESE, BANT BEESE L ITEAER=.
EAGLEBR IEALZES (UT EEERSE &0
Do) ICHBFHEZRET D L LBIT, ool
REREZ AFT 50 OREFHZFEHETE 5
ME D IEHWT LR IT TR b,




L EL 705

[Requirement etc]

[Application etc]

(BRI ]

[ I FE £t ]

13. If the auditor is unable to obtain sufficient appropriate
audit evidence, the auditor shall determine the implications
as follows:

(a) If the auditor concludes that the possible effects on the
financial statements of undetected misstatements, if any,
could be material but not pervasive, the auditor shall
qualify the opinion; or

(b) If the auditor concludes that the possible effects on the
financial statements of undetected misstatements, if any,
could be both material and pervasive so that a
qualification of the opinion would be inadequate to
communicate the gravity of the situation, the auditor
shall:

(i) Withdraw from the audit, where practicable and
possible under applicable law or regulation; or (Ref:
Para. A13)

(il)) If withdrawal from the audit before issuing the
auditor’s report is not practicable or possible, disclaim

an opinion on the financial statements. (Ref. Para. A14)

Al13. The practicality of withdrawing from the audit may
depend on the stage of completion of the engagement at the
time that management imposes the scope limitation. If the
auditor has substantially completed the audit, the auditor
may decide to complete the audit to the extent possible,
disclaim an opinion and explain the scope limitation within
the Basis for Disclaimer of Opinion section prior to

withdrawing.

12. BEENIL, +00 o) e A Gl A2 AFTE 20
BaZiI, BLTITHE - T, ZOEARWZOWTH]Er L
AR AN =AY AN
(1) BEEANZ. RELOEBRTINP L LODLETH

X, ENBMEERICKITE T ATREMED & 2 BN,
BETHDLVIEFTIZZRN LW 28551013, B
BEERZRE LRTIUE R 520,

(2) BEEENZ. RELOEBERTINL L LODLETH
X, TN BERICKIET ATREMED & 2 BT E
ZINDIRETH Y, ORI A IRZET D72 0IZIEEE
BERLORE TIEIA+0TH D LHET 5551
X, LFOWT NN EITORITIUT e B0,

O BEMREE L TRIRE CThILE, AN L
fRERd %5, (A13EHZ)
© EAWMEFEZRITTDOANCEERN MRS

5 EDNBEMICARER G S, MEBGERITK L
TERERP L2,

A13. BERZZKIOMEERNBLIZANCAIRED E D T, B
FT L0 AP SR T, BEEESN
EOBREZTLTVWIDOMNIL>TREDLZ DD
Do

EEAENT, BEEOIFEAENETLTVWSL IR
Lo, B A & MR, E i AT RE 7 i T
BEEZ5ET L, BaEREED NERAARRFAORM) X
TRV TEEAHIPH OFKINZ DWW THIB L7z =T,
BERARALETLZLHH D,

A14. In certain circumstances, withdrawal from the audit may
not be possible if the auditor is required by law or
regulation to continue the audit engagement. This may be
the case for an auditor that is appointed to audit the
financial statements of public sector entities.It may also be
the case in jurisdictions where the auditor is appointed to
audit the financial statements covering a specific period, or
appointed for a specific period and is prohibited from
withdrawing before the completion of the audit of those
financial statements or before the end of that period,
respectively.The auditor may also consider it necessary to

include an Other Matter paragraph in the auditor’s report. ®

8 ISA 706 (Revised), Emphasis of Matter Paragraphs and
Other Matter Paragraphs in the Independent Auditor’s
Report, paragraph A10

14. If the auditor withdraws as contemplated by paragraph
13(b)(1), the shall

communicate to those charged with governance any

before  withdrawing, auditor

matters regarding misstatements identified during the audit

A15. When the auditor concludes that withdrawal from the
audit is necessary because of a scope limitation, there may

be a professional, legal or regulatory requirement for the

13. B ANIE, H125H (2) OICHEWBEERA 2 bR 5
e, BARK 2 R DA, BEA Ok Tk
AU TZ BRIV R B R OIRIA & 70 D R FRICB T
LHFH A BEAREICHRE LT b, (Al4

Al4. BEEAND, BEAHPHOHIFIIC L 0 A OMEER
INLETH D LT 256, BEMNEFEMRLE LT
O FAE N TIEFEOBEIZE S XA OMERRIZ
BT 2 FHZMHERSTHIRT 2 2 L3 H 5,
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that would have given rise to a modification of the opinion.
(Ref: Para. A15)

auditor to communicate matters relating to the withdrawal

from the engagement to regulators or the entity’s owners.

TE 5 A )

NN

Other Considerations Relating to an Adverse Opinion or

Disclaimer of Opinion

Other Considerations Relating to an Adverse Opinion or
Disclaimer of Opinion (Ref: Para. 15)

() WEMERUIERARHICETL2LOMDE
JEEH)

(@) WEMNBRUIBAARHICET 2 E0MDE
BFER) OF 14 H2R)

15. When the auditor considers it necessary to express an
adverse opinion or disclaim an opinion on the financial
statements as a whole, the auditor’s report shall not also
include an unmodified opinion with respect to the same
financial reporting framework on a single financial
statement or one or more specific elements, accounts or
items of a financial statement. To include such an
unmodified opinion in the same report® in these
circumstances would contradict the auditor’s adverse
opinion or disclaimer of opinion on the financial statements

as a whole. (Ref: Para. A16)

3 ISA 805(Revised), Special Considerations—Audits of
Single Financial Statements and Specific Elements,
Accounts or Items of a Financial Statement, deals with
circumstances where the auditor is engaged to express a
separate opinion on one or more specific elements,

accounts or items of a financial statement.

A16. The following are examples of reporting circumstances
that would not contradict the auditor’s adverse opinion or
disclaimer of opinion:

* The expression of an unmodified opinion on financial
statements prepared under a given financial reporting
framework and, within the same report, the expression of
an adverse opinion on the same financial statements
under a different financial reporting framework.’

* 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
(see ISA 510 '9). In this case, the auditor has not
expressed a disclaimer of opinion on the financial

statements as a whole.

? See paragraph A31 of ISA 700 (Revised) for a description
of this circumstance.

0 ISA 510, Initial Audit Engagements—Opening Balances,
paragraph 10

14. BB AN, &KL L TOMBERITK L CTHEENE
RERWAT L, ITERAKRALTLHZ ENNET
b5 LT 5356, BEAWMEEIC, M DMER X
XM S RE R TE B D3 H S 2 B S O P A
EHLL TV D &) EEREE A2 R TR L T
BV, ZHUE, —OOBEEREREICEFD L S
REBREZGODZ LT, 2L LTOMBHERIC
ST HREMNERXIIERAARNERNEFETH7-DT
H5, (AIGIEBM)

Als. BEMERAXIIERARP L LIEGEIZBNWT
b, BlZIE, LFORWSH 0155,

& B S D MBS O AT 2D X R
SNTMBEHRICR L CERRERERLEZZHAL, M
O, [Al CEEAEWREEITB W T, [/ T EHR ISR L,
MO S 2 B #RE OB L TEEE
ERAZERAT 2, (BEEMT000DA30HS )

RERELOF ¥ v a - 7r—ofkin (BES
L%E) I L OXERAERN L L, MECRREIZE
L CITEREERA RIS 5, (BEEHS105 9IS
)

Form and Content of the Auditor’s Report When the
Opinion Is Modified

Form and Content of the Auditor’s Report When the
Opinion Is Modified

(3. MAFEMNERZRATIHEOEEREEFD
AL WD

(4. RAFENBERZRATIHEOEEREED
R L WA

Auditor’s Opinion

Hllustrative Auditor’s Reports (Ref: Para. 16)

(D BEER)

(BEEEEZOXHF) F 15 HEZH)

16. When the auditor modifies the audit opinion, the auditor
shall use the heading “Qualified Opinion,” “Adverse
Opinion,” or “Disclaimer of Opinion,” as appropriate, for

the Opinion section. (Ref: Para. A17-A19)

Al17. Illustrations 1 and 2 in the Appendix contain auditor’s
reports with qualified and adverse opinions, respectively,

as the financial statements are materially misstated.

15. BEAANIE, ME#E TR U CRRaMFEA R A 2 £
ToHGE, EAWREED BAER] KXol T,
WROATIE U T MRERE R (B ERT OV DS E
I TBREMEIEZ R . IERER] (EEFRROP:
MAOEGET REERR) X TERAERNA) &
WO R L2 L CEUNIC R L 2 T il 67
VY, (AT6IED HAISIH S R)

A16. fFERDCHI 1, STH 2 K OSCHI 6 1E, FEd,
MEERICEBEREBRERDOD Z LD, RER
WIERE R, R EE RIS ENEREEZIT 55
HOEAREEOHIZFHE L TV D,

A18. Illustration 3 in the Appendix contains an auditor’s
report with a qualified opinion as the auditor is unable to
obtain sufficient appropriate audit evidence. Illustration 4
contains a disclaimer of opinion due to an inability to

obtain sufficient appropriate audit evidence about a single

A17. 8RO ICH 3 1%, B A543 >0 U 72 BE A RIE
Az ANFTET, REMEESERZEATLIHED
BEAMEEO A FH L T\ 5D,

R OCH 4 1%, MEHERO—DDERIZTHONT
+5r Ol B R EE AR LA AFTE R Z &I
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element of the financial statements. Illustration 5 contains FVERAERE 2255 0XF 27 L T\ 5D,
a disclaimer of opinion due to an inability to obtain kDT 5 1%, MBRER OB DOEFRIZHONT
sufficient appropriate audit evidence about multiple +5r Ol B R EE AR LA AFTE R &I
elements of the financial statements. In each of the latter KV ERAERE 2255 0XF 27 L T\ 5D,
two cases, the possible effects on the financial statements 7B, A KOIH 51X, W RLE, 4o
of the inability are both material and pervasive. The U7 eI A A FTE RNV L AMBEERIC KT
Appendices to other ISAs that include reporting T RIRENED & % LN HEL)DJRHIR B Th D,
requirements, including ISA 570 (Revised),'! also include BROV IS B R OB A RS FOCHIT, BEARESE

B EELT0 HtZE] OIF), MoOBEELHER

illustrations of auditor’s reports with modified opinions. B
BESWEHEOMRIILEENLTND,

1" ISA 570 (Revised), Going Concern

Auditor’s Opinion (Ref: Para. 16) (1) BEEARY CF 15HBH)

A19. Amending this heading makes it clear to the user that the Al8. BERRJICZINOORBLARH#H T Z LITL-
auditor’s opinion is modified and indicates the type of T, MAF KL, BRAFEMAE R OFRHTHOAT
modification. WL ZEEMMICT DL L bIT, BEEROEM

IRTZENTED,
Qualified Opinion Qualified Opinion (Ref: Para. 17) €2 FREERY @) IREERY (BlemEzig)

17. When the auditor expresses a qualified opinion due to a A20. When the auditor expresses a qualified opinion, it would | 16. B4 N I1d, MERER O EEREHAFRIC LV IRER A9, BEEANREZERZEZIAT 56, BERXZICE
material misstatement in the financial statements, the  not be appropriate to use phrases such as “with the| RA2FFATHHE. BERRDIZULTEZRLE LT WTC TRIRDOFHIZH 503 ) 0 &L E LT EEo

auditor shall state that, in the auditor’s opinion, except for foregoing explanation” or “subject to” in the Opinion B SYA AN XEZMEHT 20F@#@ETIERV, Zhix, Zhbo
the effects of the matter(s) described in the Basis for  section as these are not sufficiently clear or forceful (1) WIEFRROVALA O MBFERD ., TIRER  REBUIH/SITHAR TRV, UTEE 82020 T
Qualified Opinion section: W EE ORI X3 L FHO KT TEE 5D,
(a) When reporting in accordance with a fair presentation Rz, B S L MBS OFSEHAICHERL L T,
framework, the accompanying financial statements TARTOERERFUZBWTHEIIR L TWDE
present fairly, in all material respects (or give a true and (2) MERLMEDOPHAADOYE . WHEERD. TIREE R
fair view of) [...] in accordance with [the applicable ORI XAFIZFLH L7 FIHDO KT T B L FRE
financial reporting framework]; or T ARTOERERFITBN T, B S5 MBE#HRE O
(b) When reporting in accordance with a compliance Mo A YERL L TIER S LTV 5 B
framework, the accompanying financial statements have HE[RE L O EHE & 72 DAy D0 U 73 BE A REHL
been prepared, in all material respects, in accordance HAFTERVWEDICHRAFEMNER ZRIT Y
with [the applicable financial reporting framework]. o BEAENT, BAAFEMERICEBNT, [FHD
When the modification arises from an inability to obtain A RIET RO H DB A RE I LW I LEIC K
sufficient appropriate audit evidence, the auditor shall use DELHEL LT e Hevy,  (A19 HZ )

the corresponding phrase “except for the possible effects of

the matter(s) ...” for the modified opinion. (Ref: Para. A20)

Adverse Opinion ((3) BEHERY
18. When the auditor expresses an adverse opinion, the 17. BEENIZ, SENEREZEWT 256, BERXDIC
auditor shall state that, in the auditor’s opinion, because of DI Z2 #2265 720,

(1) WIERROMFAADOLGE . MEsEERN., TR E

10
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the significance of the matter(s) described in the Basis for

Adverse Opinion section:

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

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

with [the applicable financial reporting framework].

EROBI) KR L FHO LT HEDE
PP |8 A 3 S5 SRS DRSS HEIL L
T, WEICRRLTHRNE

(2) MERLEOPSHAL DY E . MHRERD . TIHEME
RO KGR L FHOKIF T HEOHEE
PRIZHE 7, 381 S 2 IS ORI HERL L T
B STV iang

Disclaimer of Opinion

(4) BRARH)

19. When the auditor disclaims an opinion due to an inability
to obtain sufficient appropriate audit evidence, the auditor
shall:

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

(b) State that, because of the significance of the matter(s)
described in the Basis for Disclaimer of Opinion section,
the auditor has not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion on the financial statements; and

(c) Amend the statement required by paragraph 24(b) of
ISA 700 (Revised), which indicates that the financial
statements have been audited, to state that the auditor

was engaged to audit the financial statements.

18. BEANIL, + 0 ot e AL A AFTE T
BERAZRPLLZWEGS, TERARHAOREIL X3
R L7 O KT T A REME D & 5 O EEMEIC
W, MBHERICHT 2EREKHOEM L 25+
PO R ERFMA ANFTHZ N TE o7
e, BRZZRALLWEZRLM L 202672
U,

Basis for Opinion

Basis for Opinion (Ref: Para. 20, 21, 23 ,27)

€(6) BRAFIEFTE R ORILX )

€ Q) BRAFEMERORILXS)

922 TR OV 26 THEB )

(55 19 TH, 55 20 I8,

20. When the auditor modifies the opinion on the financial
statements, the auditor shall, in addition to the specific
elements required by ISA700 (Revised): (Ref: Para. A21)
(a) Amend the heading “Basis for Opinion” required by

paragraph 28 of ISA 700 (Revised) to “Basis for

Qualified Opinion,” “Basis for Adverse Opinion,” or

“Basis for Disclaimer of Opinion,” as appropriate; and
(b) Within this section, include a description of the matter

giving rise to the modification.

A21. Consistency in the auditor’s report helps to promote
users’ understanding and to identify unusual circumstances
when they occur. Accordingly, although uniformity in the
wording of a modified opinion and in the description of the
reasons for the modification may not be possible,
consistency in both the form and content of the auditor’s

report is desirable.

19. B NIE, MR TR L CERAM AT E LA R
T o850, EAEERZB WM EFET00NERT D 45E
DOFEFHFHUTMA T, LFEITORITNIER B0,
(A205H 2 FR)

(1) EAEEZBESWMEEFET00H26HENERT 5 T8
BRSO ORI LZ, REUZISC T, TFRE
B RORHL (HEIEFRROVSHADEEIE TIREN
W EE LOARML)) | T ERE ORI (G FERR
DOMADGETT TAREIEE ORI % TE
RARFAOIRIL) ([TEET S,

(2) ARG, BAFEMAERAZRATOHKEE 25
FIHICHOWTEHT 5,

A20. BEARHE R ORKXLNEEO— BT, AR
HSEORMEOHEMET D & LB, @I TRY
WD E TSGR I NERBRT D 2R GICT
Do LTeh o T, BAVFHEAMAEROSUE K ORI
MEROBIIZET 2L R —Ic T2 2 &iXTE
2V LT Y, BEAEREEOREA L NEIT., B
EFT-EHLTWDLZEREF LV,
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21. If there is a material misstatement of the financial
statements that relates to specific amounts in the financial
statements (including quantitative disclosures), the auditor
shall include in the Basis for Opinion section a description

of the

misstatement, unless impracticable. If it is not practicable

and quantification of the financial -effects

to quantify the financial effects, the auditor shall so state in
this section. (Ref: Para. A22)

A22. An example of the financial effects of material
misstatements that the auditor may describe within the
Basis for Opinion section in the auditor’s report is the
quantification of the effects on income tax, income before

taxes, net income and equity if inventory is overstated.

20. EEMZEFFLFEEZ GO, MBHROFFEDOEFIC
B3 2 EERRARTSPFET DHE, BENL,
SRR EBREERET D2 ERREETRWVIRY |
BEAEERORIMOXFIZ, YikEBERICL D85
72 5B & 2 USRI T a A Ro il L 2R i 7
BN,

B NIT, @FENREEEE2EET 2 Z LR
A, BAEBRORIOXGIZZEDO T ZLHE Lk
FuEe 5720, (A21EZR)

A21. Bz X, WIEEFEOBRKEROLEE, B NI,
EAEREEOEAEBLORMOKXIIC, EERER
FRICBET 2SR AR L LT, BLoIanY Wi
IS, YIRS K ORI A~ OB A R# T 5
ZENDD,

22. If there is a material misstatement of the financial
statements that relates to qualitative disclosures, the auditor
shall include in the Basis for Opinion section an

explanation of how the disclosures are misstated.

A23. Disclosing the omitted information within the Basis for

Opinion section would not be practicable if:

(a) The disclosures have not been prepared by management
or the disclosures are otherwise not readily available to
the auditor; or

(b) In the auditor’s judgment, the disclosures would be

unduly voluminous in relation to the auditor’s report.

21. Wt FIlc, EMEM 72 e FIEIC B E I 2 HE R
BERTIVDFET D56, BT, BEEE OB
X3T, SBATRRONRIZOWTRHE L2 T
QA SR AN

A22. MEHERICBIREN T ARWERE, BEARLE
DEEB R ORILO XK B/RT 5 2 & BNERBEIC
WEEZR A &1, LFOWF AN YT 5858 T
Hb,

(1) MR REZ DB L T, TEA A
MEGIZATT L ENTERVWES

(2) HEHAREEAREEICEZOLIIIERTHD
&G NDVHIT L7235

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

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

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

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

evidence about the omitted information. (Ref: Para. A23)

A24. An adverse opinion or a disclaimer of opinion relating
to a specific matter described within the Basis for Opinion
section does not justify the omission of a description of
other identified matters that would have otherwise
required a modification of the auditor’s opinion. In such
cases, the disclosure of such other matters of which the
auditor is aware may be relevant to users of the financial

statements.

22. WMBRERIZETRT D 2 EDBME R ERBR S
TWRWES BERENT U TE2ThR TR sn
W,

(1) BEEKE L LERERPATRIA TV RN &
WZHOW Tk T b,

(2) BEEBROBIDOXIFIZIBNT, ED XD 21
WO REN TRV OWTERHT S,

(3) IEAHETEIE SN TV ARWES . ERICIRET
72 OB ADBR SN TWORWERIZOWT
oy ot A BE AL A AT LTz & X T, BEAEA
%, BEAERLOBMDOXIZ, FARENTWZRUVWME
WAL L 2R 5720, (A225HS /)

A23. EEAEEROBIDOXIPTFLH L I FrE OFIHITE
LT, SEMERZRIAT L, ITERARHE T
5B ThoThH, BAFEMAERLORHAN LI L
725 OMOFEEZHS LI-HAITIE, Yk FHEIC
BT 258 b7 IER 520, Zhuid, BAEA
TR U= % OO TR 5 BRAS . M
DORHE DI ET 25N HLHTOTH D,

24. If the modification results from an inability to obtain
sufficient appropriate audit evidence, the auditor shall
include in the Basis for Opinion section the reasons for

that inability.

23. MRERE ORI OEMEL 725+ 0o b) 70 ks
BREHL A AT CTE RN 2O PRIV FEA B R 2 R
T 2556, BEANT BEEERLORILO X 3IZ+5 5
DY) e AR A AT T E Ao WEE R & Fdk L e
AN ECA SR AN

25. When the auditor expresses a qualified or adverse opinion,
the auditor shall amend the statement about whether the
audit evidence obtained is sufficient and appropriate to
provide a basis for the auditor’s opinion required by
paragraph 28(d) of ISA 700 (Revised) to include the word

“qualified” or “adverse”, as appropriate.

24. BEENIT, REBERIIHEENEREZRIAT 2
. BEAEAEZ B SIS FT005265H (4) DEREFIH
IZBI LT, AFLIZEEIEIAER ANOIRER R X
IEERE RO ARG D DI+ ool b

DTHDH LA LB Zidl L2 dhiE e b,
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26. When the auditor disclaims an opinion on the financial
statements, the auditor’s report shall not include the
elements required by paragraphs 28(b) and 28(d) of ISA
700 (Revised). Those elements are:

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

(b) A statement about whether the audit evidence obtained
is sufficient and appropriate to provide a basis for the

auditor’s opinion.

25. BEE AN, MEHERICH L TERZERA LW
. BEAMEEICITEARES B SWEET0052611
@QEPMWICEVERINA LU TOFEEEZE O TIE
725720,

BEEANOEMICEL., BEEREFED UEERE
BIZBITOEEANDER] KIliK#lrd o5
BRI ORME & 70 2+ Hoii ) 7 B A REAL
EANFLIZEHB LR

27. Even if the auditor has expressed an adverse opinion or
disclaimed an opinion on the financial statements, the
auditor shall describe in the Basis for Opinion section the
reasons for any other matters of which the auditor is aware
that would have required a modification to the opinion, and
the effects thereof. (Ref: Para. A24)

26. BEATNIE, MBRERICK L CTHENE L RIS
5. XIFEREZZRA L 2WIGAI, BENERIIE
RARBAOJRRK & 7 2 FHE LM BRI AR /o
JRIK & 72 5 HIEA A AL LTV AEHAITIE,
YHFHEIZOWTH T, BEEERLORILOX 3T,
ZTONBEROPENIZ LD EELTH L2 TIER D
720N, (A23TEZR)

Description of Auditor’s Responsibilities for the Audit of the
Financial Statements When the Auditor Disclaims an Opinion

on the Financial Statements

Description of Auditor’s Responsibilities for the Audit of the

Financial Statements When the Auditor Disclaims an Opinion

on the Financial Statements (Ref: Para. 28)

((6) BEBEANERZEZEHLARAWESD TME#HEEE
BIZBIT2EEANDOEE] OFEE)

€ @) BEEANREBERZEZHLRVWEAOMBGHEROE
BB 2EEANOEML) GF271HSH)

28. When the auditor disclaims an opinion on the financial
statements due to an inability to obtain sufficient
appropriate audit evidence, the auditor shall amend the
description of the auditor’s responsibilities required by
paragraphs 39—41 of ISA 700 (Revised) to include only the
following: (Ref: Para. A25)

(a) A statement that the auditor’s responsibility is to conduct
an audit of the entity’s financial statements in accordance
with International Standards on Auditing and to issue an
auditor’s report;

(b) A statement that, however, because of the matter(s)
described in the Basis for Disclaimer of Opinion section,
the auditor was not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on
the financial statements; and

(c) The statement about auditor independence and other
ethical responsibilities required by paragraph 28(c) of
ISA 700 (Revised).

A25. When the auditor disclaims an opinion on the financial
statements, the following statements are better positioned
within the Auditor’s Responsibilities for the Audit of the
Financial Statements section of the auditor’s report, as
illustrated in Illustrations 4-5 of the Appendix to this ISA:
* The statement required by paragraph 28(a) of ISA 700

(Revised), that the

responsibility is to conduct an audit of the entity’s

amended to state auditor’s

financial statements in accordance with ISAs; and
* The statement required by paragraph 28(c) of ISA 700
(Revised) about

independence and other ethical

responsibilities.

27. BEENIZ, T ol 2 BE AL A AFTE R0
TeOMBHRITH T DB R ZRI L WEE . T
HERERICBITERENOEE] Koo, BEAELYES
BaWEET005HBHN L HEITHIC L EREIND
FHIZRA T, UTOFHEZZH L R2TNLR B2
W, (A24THZR)

(1) BEAEANOBEMEZ, TAENZIB W T—ARITAIEZY
ERRD B D BT D FEE T HERL U TS 2 S L
EAMEEICBWIERAZRIATLIZLICHDLE

(2) L LZens, TERARPFOBI) X/3IZqe
I TWab ey, Bl ANL MEHERICKT
L AR ORI L 72 5+ 5y 0o U) 72 BE A GIE
A2 ANFT D EeNTERN-TEE

(3) EEARMEZBSWMAEFET00H267H (3) 12 L v Bk
Ihn LBy, BEAENL, ETDENTR T D HEMmEL
BT DBUEIZHES T, NSO LTEY, £
VEAENE LTOZOMOmEE EOFMLERZL
TWb5E

A24. BEBEANDBMBHERICHTIERZRA LW
A RHEEOMEROIH 4 R OXBI5 D LY | B
HREZESMEETICB W CIEAEREED T
HE ORI KoZid s oL T osEmE L, [
Bt RERICBIT 2BEAANDOEME] K3IZB W TH
s Lizid, 2k, BEEHREEO KO
FROBLEND, FIAZE OB GEEEZEE L= b O
Th 5D,

EREIZEWTRICAEZY ERBO LN D
BHORMECHER L CEEL>ER LT (BEEH
700552678 (1))

B NIEL BN ENC BT AR E MBI T 2 e
> T, SAEMGINEI L TEBY ., £, BEEAN
LLTOZFoMOBE FOEFEEZE-LTWS

F (BEAHT0055261H (3))

Considerations When the Auditor Disclaims an Opinion on

the Financial Statements

Considerations When the Auditor Disclaims an Opinion on

the Financial Statements (Ref: Para.. 29)

() BEEANMBHEEBRICHTIERZEZHALRVE
B DEEEIR)

( 6) BEADPHMBHERITTIERZRHALLRVE
BOEEEE) (F 28 HEM)
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29. Unless required by law or regulation, when the auditor
disclaims an opinion on the financial statements, the
auditor’s report shall not include a Key Audit Matters
section in accordance with ISA 701 or an Other

in accordance with ISA720

Information section

(Revised)*. (Ref: Para. A26)

* ISA701, Communication Key Audit Matters in the
independent Auditor’s Report, paragraph 11-13

5 ISA720 (Revised), The Auditor’s Responsibilities Relating
to Other Information, paragraph A54

A26. Providing the reasons for the auditor’s inability to obtain
sufficient appropriate audit evidence within the Basis for
Disclaimer of Opinion section of the auditor’s report
provides useful information to users in understanding why
the auditor has disclaimed an opinion on the financial
statements and may further guard against inappropriate
reliance on them. However, communication of any key
audit matters other than the matter(s) giving rise to the
disclaimer of opinion may suggest that the financial
statements as a whole are more credible in relation to those
matters than would be appropriate in the circumstances,
and would be inconsistent with the disclaimer of opinion
on the financial statements as a whole. Similarly, it would
not be appropriate to include an Other Information section
in accordance with ISA 720 (Revised) addressing the
auditor’s consideration of the consistency of the other
information with the financial statements. Accordingly,
paragraph 29 of this ISA prohibits a Key Audit Matters
section or an Other Information section from being
included in the auditor’s report when the auditor disclaims
an opinion on the financial statements, unless the auditor is
otherwise required by law or regulation to communicate

key audit matters or to report on other information.

[ B R THAE ]
28. EEHEANNMBEHERICHTIEAEZERHAL WG
A BEAREER B SWEE 701 [N A N OBEA#H

HEICBT AL FOTEE M FRHORE ] H 10
HEN D 12 TBIZESWTTER Eo =i 3E)
Xr &) CER Lo FE MG FHA i L T
BV, (A25 THEH)

A25. EEEMIEEICK L OB EEABE R RAT S
JRIR & 72 5 F X, T OME b B EoFE e
FHICZ YT 20, BEAEREED TBEA Lo XMk
PEHIE | KSR L st & Tng (B
701 55 14 HB )  BEADSMBERICIT S
BEREZXRPFALZWES, BEEANH00ME) e
TR Z A FCERWER 2 EEREZED TERA
RO ) K3 IZFedlT 5 Z iz kv, FIREITE
BEADNBEREZEALVWEBAZRGIFETE, £
7o, MBRHERORNHEOZFHEZL S Z b TE D,

— ., BERARPAOFRRK & 72 o - FHEUSN O

DO EBERREAFHOBE L, MEEE2RICX L TR
RERPALZWIZH 2000, YL FHEICK L TX
N EZ TS L TWE 0 k5 it s 5
HEREMENR B D, LIzni- T, KHEEDE 28 T,
MR T 2EAZEEANEHA LR WSS,
A F oo FERBETFIE) X & AW I T
HZEEREELTWD,

Communication with Those Charged with Governance

Communication with Those Charged with Governance
(Ref: Para. 30)

4. EBEBELDaI 2=/ —a)

(5. EFELELDaIa=F—ar) (FE29HES

LEY)

30. When the auditor expects to modify the opinion in the
auditor’s report, the auditor shall communicate with those
charged with governance the circumstances that led to the
expected modification and the wording of the modification.
(Ref: Para. A27)

A27. Communicating with those charged with governance the
circumstances that lead to an expected modification to the
auditor’s opinion and the wording of the modification
enables:

(a) The auditor to give notice to those charged with
governance of the intended modification(s) and the
reasons (or circumstances) for the modification(s);

(b) The auditor to seek the concurrence of those charged
with governance regarding the facts of the matter(s)
giving rise to the expected modification(s), or to confirm
matters of disagreement with management as such; and

(¢) Those charged with governance to have an opportunity,
where appropriate, to provide the auditor with further
information and explanations in respect of the matter(s)

giving rise to the expected modification(s).

29. BEAY NI, BEA S TR W TRV EEMNE RoF#E
AR RIAENSGE, ZORK E 72 DKM & | BRI
FMBEROXFIZONWT, BEEEFICHRE LT
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Effective Date

(v A

3. This ISA is effective for audits of financial statements for periods ending on or after December 15, 2016.
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Appendix (Ref: Para. A17-A18, A25)

Ilustrations of Auditor’s Reports with Modifications to the Opinion

* [llustration 1: An auditor’s report containing a qualified opinion due to a material misstatement of the financial statements.

* [llustration 2: An auditor’s report containing an adverse opinion due to a material misstatement of the consolidated financial
statements.

* [llustration 3: An auditor’s report containing a qualified opinion due to the auditor’s inability to obtain sufficient appropriate
audit evidence regarding a foreign associate.

* Illustration 4: An auditor’s report containing a disclaimer of opinion due to the auditor’s inability to obtain sufficient
appropriate audit evidence about a single element of the consolidated financial statements.

* [llustration 5: An auditor’s report containing a disclaimer of opinion due to the auditor’s inability to obtain sufficient

appropriate audit evidence about multiple elements of the financial statements.
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Iustration 1 — Qualified Opinion due to a Material Misstatement of the Financial Statements Cepl 1) MBHEROEERERIBRICLSIBEMEERERLOGE
For purposes of this illustrative auditor’s report, the following circumstances are assumed ST D RITR & 72 DR
* Audit of a complete set of financial statements of a listed entity using a fair presentation framework. The audit is not | ° EH RO ERROPM AL U TR S 75820 — B HNOMBH#ROERE TH L, HikkE

a group audit (i.e., ISA 600' does not apply).

* The financial statements are prepared by management of the entity in accordance with IFRSs (a general purpose
framework).

* The terms of the audit engagement reflect the description of management’s responsibility for the financial statements
in ISA 210.2

* Inventories are misstated. The misstatement is deemed to be material but not pervasive to the financial statements
(i.e., a qualified opinion is appropriate).

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

* 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 ISA 570 (Revised).

* Key audit matters have been communicated in accordance with ISA 701.

* The auditor has obtained all of the other information prior to the date of the auditor’s report and the matter giving
rise to the qualified opinion on the consolidated financial statements also affects the other information.

* Those responsible for oversight of the financial statements differ from those responsible for the preparation of the
financial statements.

* In addition to the audit of the financial statements, the auditor has other reporting responsibilities required under

local law.

1 ISA 600, Special Considerations—Audits of Group Financial Statements (Including the Work of Component
Auditors)
2ISA 210, Agreeing the Terms of Audit Engagements
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]

Report on the Audit of the Financial Statements®

Qualified Opinion

We have audited the financial statements of ABC Company (the Company), which comprise the statement of financial
position as at December 31, 20X 1, and 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.

In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion section of our report, the
accompanying financial statements present fairly, in all material respects, (or give a true and fair view of) the financial
position of the Company as at December 31, 20X1, and (of) its financial performance and its cash flows for the year then

ended in accordance with International Financial Reporting Standards (IFRSs).
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Basis for Qualified Opinion

The Company’s inventories are carried in the statement of financial position at xxx. Management 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 IFRSs. The Company’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.

We conducted our audit in accordance with International Standards on Auditing (ISAs).Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements 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

qualified opinion.

Other Information [or other title if appropriate such as “Information Other than the Financial Statements and
Auditor’s Report Thereon”]

[Reporting in accordance with the reporting requirements in ISA 720 (Revised) — see Illustration 6 in Appendix 2 of ISA
720 (Revised). The last paragraph of the other information section in Illustration 6 would be customized to describe the

specific matter giving rise to the qualified opinion that also affects the other information.]

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. These matters were addressed in the context of our audit of the financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the
matter described in the Basis for Qualified Opinion section we have determined the matters described below to be the key
audit matters to be communicated in our report.

[Description of each key audit matter in accordance with ISA 701.]

Responsibilities of Management and Those Charged with Governance for the Financial Statements*
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

Auditor’s Responsibilities for the Audit of the Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

Report on Other Legal and Regulatory Requirements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

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

Jjurisdiction)
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[Auditor Address]
[Date]

3 The sub-title “Report on the Audit of the Financial Statements™ is unnecessary in circumstances when the second sub-title
“Report on Other Legal and Regulatory Requirements” is not applicable.
* Throughout the 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.

Illustration 2 — Adverse Opinion due to a Material Misstatement of the Consolidated Financial Statements

(el 2 ) ERFH AR OERERERIR

WEB2REERROBE

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

B DR & 72 AR

* Audit of a complete set of consolidated financial statements of a listed entity using a fair presentation framework.
The audit is a group audit of an entity with subsidiaries (i.e., ISA 600 applies).

* The consolidated financial statements are prepared by management of the entity in accordance with IFRSs (a general
purpose framework).

* The terms of the audit engagement reflect the description of management’s responsibility for the consolidated
financial statements in ISA 210.

* The consolidated financial statements are materially misstated due to the non-consolidation of a subsidiary. The
material misstatement is deemed to be pervasive to the consolidated financial statements. The effects of the
misstatement on the consolidated financial statements have not been determined because it was not practicable to
do so (i.e., an adverse opinion is appropriate).

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

* 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 ISA 570 (Revised).

* ISA 701 applies; however, the auditor has determined that there are no key audit matters other than the matter
described in the Basis for Adverse Opinion section.

* The auditor has obtained all of the other information prior to the date of the auditor’s report and the matter giving
rise to the adverse opinion on the consolidated financial statements also affects the other information.

* Those responsible for oversight of the consolidated financial statements differ from those responsible for the
preparation of the consolidated financial statements.

* In addition to the audit of the consolidated financial statements, the auditor has other reporting responsibilities

required under local law.

« AR DMEIEF IR OPERE I HEIL L THERL S LTz 58 47

B, FRHEeAT08EO7V—THEETHD (bbb, BaEAELZE WS

- BEARNEICRBW T, EALEZESHE

F210D GBS A R T DR E B OBENTTH STV D

ERSU BRI, TR0 2RI L2 2 LIS KD HERERFERPIAET D, Ui
Tk MBS REZ A & o TIRH T@é&wwEﬂétw BT RO B LG LRI 2 2 &3, EBHMNIC

NEECTH DT D FEN L TR WAS, A iEE R2NEY) &L Tn g

BN, AT LB DWW T,

B SR ER Bl EBT0IC1E » T Mkt 2 D RIRIC EHE ke &

AL SED XD RFLUTRIUCEEE S 2 EEAR ANFERMESFIE LW L LT D

- BEAREZESWEETOLEMH S5 08,

OFBERRBTEEIT AW S LT b,
c SRR SHRESETH D,

< BEE T EEM B EROBER IS A T,

B AN, [REIEE ORI XI5 ICRiHE

EREFEICESS ZOMOBEELEZHT D,

2O —MX AR DOERMBHEROBEETH 5, Hix

E60023EH S5, ),

HE R AN T0E

Lo FHUSMC R B

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

Report on the Audit of the Consolidated Financial Statements®
Adverse OpinionWe have audited the consolidated financial statements of ABC Company and its subsidiaries (the Group),

which comprise the consolidated statement of financial position as at December 31, 20X 1, and the consolidated statement of
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comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion section of our report, the
accompanying consolidated financial statements do not present fairly (or do not give a true and fair view of) the consolidated
financial position of the Group as at December 31, 20X1, and (of) its consolidated financial performance and its consolidated

cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Adverse Opinion

As explained in Note X, the Group has not consolidated subsidiary XYZ Company that the Group acquired during 20X1
because it has not yet been able to determine the fair values of certain of the subsidiary’s material assets and liabilities at the
acquisition date. This investment is therefore accounted for on a cost basis. Under IFRSs, the Company should have
consolidated this subsidiary and accounted for the acquisition based on provisional amounts. Had XYZ Company been
consolidated, many elements in the accompanying consolidated financial statements would have been materially affected. The
effects on the consolidated financial statements of the failure to consolidate have not been determined.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section
of our report. We are independent of the Group in accordance with the ethical requirements that are relevant to our audit of
the consolidated financial statements 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 adverse opinion.

Other Information [or another title if appropriate such as “Information Other than the Financial Statements and
Auditor’s Report Thereon”]

[Reporting in accordance with the reporting requirements in ISA 720 (Revised) — see lllustration 7 in Appendix 2 of ISA 720
(Revised). The last paragraph of the other information section in Illustration 7 would be customized to describe the specific

matter giving rise to the qualified opinion that also affects the other information.|

Key Audit Matters
Except for the matter described in the Basis for Adverse Opinion section, we have determined that there are no other key audit

matters to communicate in our report.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements®
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).]

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).]

Report on Other Legal and Regulatory Requirements
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).]

The engagement partner on the audit resulting in this independent auditor’s report is [name].
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[Auditor Address]
[Date] = BIFR

> The sub-title “Report on the Audit of the Consolidated Financial Statements” is unnecessary in circumstances when the
second sub-title “Report on Other Legal and Regulatory Requirements” is not applicable.

6 Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction
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Illustration 3 — Qualified Opinion due to the Auditor’s Inability to Obtain Sufficient Audit Evidence Regarding a

(Bl BN FEABIERAICBE L TH O REEENEZ AF T LN TERDP oL Z LI X ZREMBEIERRLOS

Foreign Associate &
For purposes of this illustrative auditor’s report, the following circumstances are assumed: ST OHITTE & 72 DRI

* Audit of a complete set of consolidated financial statements of a listed entity using a fair presentation framework.
The audit is a group audit of an entity with subsidiaries (i.e., ISA 600 applies).

* The consolidated financial statements are prepared by management of the entity in accordance with IFRSs (a general
purpose framework).

* The terms of the audit engagement reflect the description of management’s responsibility for the consolidated
financial statements in ISA 210.

* The auditor was unable to obtain sufficient appropriate audit evidence regarding an investment in a foreign associate.
The possible effects of the inability to obtain sufficient appropriate audit evidence are deemed to be material but
not pervasive to the consolidated financial statements (i.e., a qualified opinion is appropriate).

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

* 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 ISA 570 (Revised).

* Key audit matters have been communicated in accordance with ISA 701.

* The auditor has obtained all of the other information prior to the date of the auditor’s report and the matter giving
rise to the qualified opinion on the consolidated financial statements also affects the other information

* Those responsible for oversight of the consolidated financial statements differ from those responsible for the
preparation of the consolidated financial statements.

* In addition to the audit of the consolidated financial statements, the auditor has other reporting responsibilities

required under local law.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of ABC Company [or Other Appropriate Addressee]

Report on the Audit of the Consolidated Financial Statements’
Qualified Opinion
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We have audited the consolidated financial statements of ABC Company and its subsidiaries (the Group), which comprise
the consolidated statement of financial position as at December 31, 20X1, and the consolidated statement of comprehensive
income, consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion section of our report,
the accompanying consolidated financial statements present fairly, in all material respects, (or give a true and fair view of)
the financial position of the Group as at December 31, 20X1, and (of) its consolidated financial performance and its

consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Qualified Opinion

The Group’s investment in XYZ Company, a foreign associate acquired during the year and accounted for by the equity
method, is carried at xxx on the consolidated statement of financial position as at December 31, 20X1, and ABC’s share of
XYZ’s net income of xxx is included in ABC’s income for the year then ended. We were unable to obtain sufficient
appropriate audit evidence about the carrying amount of ABC’s investment in XYZ as at December 31, 20X1 and ABC’s
share of XYZ’s net income for the year because we were denied access to the financial information, management, and the
auditors of XYZ. Consequently, we were unable to determine whether any adjustments to these amounts were necessary.
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section
of our report. We are independent of the Group in accordance with the ethical requirements that are relevant to our audit of
the consolidated financial statements 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 qualified opinion.

Other Information [or another title if appropriate such as “Information Other than the Financial Statements and
Auditor’s Report Thereon”]

[Reporting in accordance with the reporting requirements in ISA 720 (Revised) — see Illlustration 6 in Appendix 2 of ISA 720
(Revised). The last paragraph of the other information section in Illustration 6 would be customized to describe the specific

matter giving rise to the qualified opinion that also affects the other information.)

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the Basis for Qualified Opinion section, we have determined the matters
described below to be the key audit matters to be communicated in our report.

[Description of each key audit matter in accordance with ISA 701.]

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements®
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).]
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements [EEA T K$|§ 700 fHEEUH 2 1t - T=5eE, k. [ERRES | & [EHEEEROEREE
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).] =] CESHZD,
Report on Other Legal and Regulatory Requirements <ERFIZES L ZOfMoHE >
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).] (W)
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 )2 B

Jjurisdiction)
[Auditor Address]
[Date]

7 The sub-title “Report on the Audit of the Consolidated Financial Statements” is unnecessary in circumstances when the
second sub-title “Report on Other Legal and Regulatory Requirements” is not applicable.

8 Or other terms that are appropriate in the context of the legal framework in the particular jurisdiction
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Illustration 4 — Disclaimer of Opinion due to the Auditor’s Inability to Obtain Sufficient Appropriate Audit Evidence

about a Single Element of the Consolidated Financial Statements
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For purposes of this illustrative auditor’s report, the following circumstances are assumed:

Xw@wﬁkﬁéhﬁ
4*/\

* Audit of a complete set of consolidated financial statements of an entity other than a listed entity using a fair
presentation framework. The audit is a group audit of an entity with subsidiaries (i.e., ISA 600 applies).

* The consolidated financial statements are prepared by management of the entity in accordance with IFRSs (a general
purpose framework).

* The terms of the audit engagement reflect the description of management’s responsibility for the consolidated

financial statements in ISA 210.

* The auditor was unable to obtain sufficient appropriate audit evidence about a single element of the consolidated
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financial statements. That is, the auditor was also unable to obtain audit evidence about the financial information SIEFTH D LHED LML, B RAEFIEE LKL T D
of a joint venture investment that represents over 90% of the entity’s net assets. The possible effects of this inability _
to obtain sufficient appropriate audit evidence are deemed to be both material and pervasive to the consolidated P SEREERSRESETHD.
financial statements (i.e., a disclaimer of opinion is appropriate). F BRARMOLD, NEM B #HREEICRT 2EEANDORE] KOORMIEREIND,
* The relevant ethical requirements that apply to the audit are those of the jurisdiction. A NT, EEMBHEROERICNA T, IESFICES L ZOMOFRERTERT 5,
* Those responsible for oversight of the consolidated financial statements differ from those responsible for the
preparation of the consolidated financial statements.
* A more limited description of the auditor’s responsibilities section is required.
* In addition to the audit of the consolidated financial statements, the auditor has other reporting responsibilities
required under local law.
INDEPENDENT AUDITOR’S REPORT VAR CYNDL T
To the Shareholders of ABC Company [or Other Appropriate Addressee] (%6 5]
(B HAY]
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Report on the Audit of the Consolidated Financial Statements’

Disclaimer of Opinion

We were engaged to audit the consolidated financial statements of ABC Company and its subsidiaries (the Group), which
comprise the consolidated statement of financial position as at December 31, 20X1, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including a summary of significant accounting policies.

We do not express an opinion on the accompanying consolidated financial statements of the Group. Because of the
significance of the matter described in the Basis for Disclaimer of Opinion section of our report, we have not been able to

obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these consolidated financial statements.

Basis for Disclaimer of Opinion

The Group’s investment in its joint venture XYZ Company is carried at xxx on the Group’s consolidated statement of financial
position, which represents over 90% of the Group’s net assets as at December 31, 20X1. We were not allowed access to the
management and the auditors of XYZ Company, including XYZ Company’s auditors’ audit documentation. As a result, we
were unable to determine whether any adjustments were necessary in respect of the Group’s proportional share of XYZ
Company’s assets that it controls jointly, its proportional share of XYZ Company’s liabilities for which it is jointly
responsible, its proportional share of XYZ’s income and expenses for the year, and the elements making up the consolidated

statement of changes in equity and the consolidated cash flow statement.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements'®
[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).]

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our responsibility is to conduct an audit of the Group’s consolidated financial statements in accordance with International
Standards on Auditing and to issue an auditor’s report. However, because of the matter described in the Basis for Disclaimer
of Opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an
audit opinion on these consolidated financial statements.

We are independent of the Group in accordance with the ethical requirements that are relevant to our audit of the financial

statements in [jurisdiction], and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Report on Other Legal and Regulatory Requirements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 2 in ISA 700 (Revised).]

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the particular
Jjurisdiction)

[Auditor Address]

[Date]

? The sub-title “Report on the Audit of the Consolidated Financial Statements” is unnecessary in circumstances when the

second sub-title “Report on Other Legal and Regulatory Requirements” is not applicable.
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10 Or other terms that are appropriate in the context of the legal framework of the particular jurisdiction
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Illustration 5 — Disclaimer of Opinion due to the Auditor’s Inability to Obtain Sufficient Appropriate Audit Evidence

about Multiple Elements of the Financial Statements

(xfl5) MBEHFRROEROERICHL THo B RERIREAF TERNI LK 2BERAEN

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

S OFIER & 78 AR

* Audit of a complete set of financial statements of an entity other than a listed entity using a fair presentation
framework. The audit is not a group audit (i.e., ISA 600, does not apply).

* The financial statements are prepared by management of the entity in accordance with IFRSs (a general purpose
framework).

* The terms of the audit engagement reflect the description of management’s responsibility for the financial statements
in ISA 210.

* The auditor was unable to obtain sufficient appropriate audit evidence about multiple elements of the financial
statements, that is, the auditor was also unable to obtain audit evidence about the entity’s inventories and accounts
receivable. The possible effects of this inability to obtain sufficient appropriate audit evidence are deemed to be both
material and pervasive to the financial statements.

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

* Those responsible for oversight of the financial statements differ from those responsible for the preparation of the
financial statements.

* A more limited description of the auditor’s responsibilities section is required.

* In addition to the audit of the financial statements, the auditor has other reporting responsibilities required under

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

Report on the Audit of the Financial Statements'!

Disclaimer of Opinion

We were engaged to audit the financial statements of ABC Company (the Company), which comprise the statement of
financial position as at December 31, 20X1, and 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.

We do not express an opinion on the accompanying financial statements of the Company. Because of the significance of the
matters described in the Basis for Disclaimer of Opinion section of our report, we have not been able to obtain sufficient

appropriate audit evidence to provide a basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion
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We were not appointed as auditors of the Company until after December 31, 20X1 and thus did not observe the counting of
physical inventories at the beginning and end of the year.

We were unable to satisfy ourselves by alternative means concerning the inventory quantities held at December 31, 20X0 and
20X1, which are stated in the statements of financial position at xxx and xxx, respectively. In addition, the introduction of a
As

of the date of our report, management was still in the process of rectifying the system deficiencies and correcting the errors.

new computerized accounts receivable system in September 20X1 resulted in numerous errors in accounts receivable.

We were unable to confirm or verify by alternative means accounts receivable included in the statement of financial position
at a total amount of xxx as at December 31, 20X1. As a result of these matters, we were unable to determine whether any
adjustments might have been found necessary in respect of recorded or unrecorded inventories and accounts receivable, and

the elements making up the statement of comprehensive income, statement of changes in equity and statement of cash flows.

Responsibilities of Management and Those Charged with Governance for the Financial Statements'>
[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

Auditor’s Responsibilities for the Audit of the Financial Statements

Our responsibility is to conduct an audit of the Company’s financial statements in accordance with International Standards
on Auditing and to issue an auditor’s report. However, because of the matters described in the Basis for Disclaimer of Opinion
section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion
on these financial statements.

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial

statements in [jurisdiction], and we have fulfilled our other ethical responsibilities in accordance with these requirements.

Report on Other Legal and Regulatory Requirements

[Reporting in accordance with ISA 700 (Revised) — see lllustration 1 in ISA 700 (Revised).]

[Signature in the name of the audit firm, the personal name of the auditor, or both, as appropriate for the particular
Jjurisdiction)

[Auditor Address]

[Date]

' The sub-title “Report on the Audit of the Financial Statements” is unnecessary in circumstances when the second sub-title
“Report on Other Legal and Regulatory Requirements” is not applicable.

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