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International Standard on Auditing (1SA) , “The Independent Auditor’ sReport on
Other Historical Financial Information” should be read in the context of the “Preface to the
International Standardson Quality Control, Auditing, Assurance and Related Services,” which sets

out the application and authority of ISAs.
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I ntroduction

1.

The purpose of this International Standard on Auditing (ISA) isto establish standards and
provide guidance for the independent auditor’s report issued as aresult of an audit of-other
historical financial information other than a complete set of general purpose financial
statements prepared in accordance with afinancial reporting framework designed to achieve

fair presentation (for purposes of this ISA referred to as other historical financia

nformaIr on”).

Other historical financial information includes;

o A completeset of financial statements prepared in accordance with afinancial reporting
framework designed for a special purpose;

e A completeset of financial statements prepared in accordance with afinancial reporting
framework designed for ageneral purpose, but not designed to achievefair presentation;

e Asinglefinancial statement, or statements, that would otherwise be part of a complete
set of financial statements (seel SA 200, “ Objective and General Principles Governing an

Audlt of Fi nancral Statementa" paragraph334 35)1ere|eareeLmeeeerelaneewrtherthepa

Paragraphs-41-45 35-38 contain considerations specific to reporting on a single financial
statement or statements, or one or more specific elements, accounts or items of a financial
statement.

Examples of a single financia statement and a specific element, account or item of a
financia statement are listed in Appendix 1 to this ISA. Examples of financial reporting
frameworks that may be designed for a specia purpose include:

e Atax basisof accounting;

e  Thecash receiptsand disbursements basis of accounting for cash flow information that

an—profit-oriented entity may prepare (for example, a rental property, or an
unincorporated association such as a club);

e Thefinancial reporting provisions established by aregulator to meet the requirements of
that regulator; and
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e The financial reporting provisions of a contract, such as bond indentures or loan
agreements.

The standards and guidance in this ISA apply when the auditor is able to express an
unmodified opinion on the other historical financial information. Proposed ISA-701
{Revised) 705, “Modifications to the Opinion in the Independent Auditor’'s Report”
establishes standards and provides guidance on circumstances that may result in amodified
opinion, the type of modification required, and the form and content of the auditor’s report
when the opinionismodified. Proposed | SA-762 706, “Emphasis of Matter Paragraphs and
Other Matters Paragraphs in the Auditor’s Report” establishes standards and provides
guidance on circumstances when the auditor considers including an emphasis of matter
paragraph or an other matters paragraph in the auditor’sreport, and the form and placement
of such paragraphs.

This ISA does not establish standards or provide guidance for the following:

(@ A reportissued as aresult of an audit of a complete set of general purpose financial
statements prepared in accordance with afinancial reporting framework designed to
achieve fair presentation. Standards and guidance for this are contained in ISA 700
(Revised), “ The Independent Auditor’s Report on a Compl ete Set of General Purpose
Financial Statements.”

(b) A report issued,for-purpeses-of-the-audit-of-group-firancial-statements; solely to a

group auditor by another auditor as aresult of an audit performed on a component’s
financia information-that-isto-betncluded-in-the for purposes of the audit of group
financial statements (see proposed | SA 600 (Revised), " The Audit of Group Financial

Statements’).

(c)  Areport expressing an opinion on summarized historical financial information which
has been derived from historical financia information. Standards and guidance for
auditors' reports on summarized audited-historical-financial-tnfermation financial
statements are contained in proposed |SA-810 800, “The Independent Auditor’s
Report on Summarized AuditedHistorical—Financial—Intormation  Financial
Statements.”

(d)  Areport confirming that information isan accurate extraction from audited historical
financia information.
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A report issued as a result of a review (i.e.,, not an audit) of historical financial
information. Standards and guidance for this are contained in International Standard

on Review Engagements (ISRE) 2400, “Engagements to Review Financial
Statements.”

An assurance report on information other than historical financial information. This
includes a report expressing an opinion on compliance with the provisions of a
contract that do not deal with the preparation and presentation of historical financial
information. Standards and guidance for this are contained in International Standard

on Assurance Engagements (I SAE) 3000 (Revised), “ Assurance Engagements Other
than Audits or Reviews of Historical Financial Information.”
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6.

An audit of other historical financial information is an assurance engagement, asdefined in

the International Framework for Assurance Engagements (the Framework). The | SAsapply
the Framework in the context of an audit of financia statements. Pursuant to |SA 200,
paragraph 34, theterm “financia statements’ refersto acomplete set of financial statements
or asinglefinancia statement. ThisISA, however, also establishes standards and provides
guidance for auditors’ reports on one or more specific elements, accounts or items of a
financial statement.

ISA 200,
paragraph 4, requi resthe audltor to comply Wlth rel evant eth| cal reqw rements rel atl ngtoan an
audit engagements. 1SA 200, paragraph 11, requires the auditor, in determining the audit
proceduresto be performed in conducting an audit in accordance with 1SAs, to comply with
each of the | SAsrelevant tothe that audit. These requirements apply to an audit of aspecific
element, account or item of afinancial statement. |f an audit of a specific e ement, account
or item of afinancial statement is conducted in conjunction with the audit of the financial
statements of which it forms a part, this is unlikely to cause difficulty. If such an audit,
however, is carried out separately, compliance with each of the |SAs relevant to the audit
requires careful consideration, and may not be practicable. Where an audit in accordance
with | SAsisnot practicable, the auditor discusseswith the responsible party whether another
type of engagement (for example, agreed-upon procedures) may be more practicable.

takesi nto account the nature of theentity and itsenvi ronment the nature and obj ectl ve of the
other historical financial information, the applicable financial reporting framework, the
information needs of theintended users, and other matters, for example, events, transactions,
conditions and practices that may have a significant effect on the engagement.
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Applicable Financial Reporting Framewor k

139,  I1SA 200, paragraph 37, reguires describes the auditor’s responsibility to determine whether

thefinancial reporting framework adopted by-the responsible party management in preparing
and presenting the-ether-histerieal-firaneta-rfermation financial statementsisacceptablein

the-engagement—eireurmstanees. The auditor ordinarily makes this determination when
considering whether to accept the audit engagement. Asdiscussed in ISA 210, “Terms of
Audit Engagements,” without an acceptabl e financial reporting framework, the auditor does
not have swtabl ecriteri afor eval uating the entity’ sfl nancial statements. Jheaudktepebtams

2010. Dependingentheengagement cireumstances T he set of criteria constituting the financial
reporting framework may encompass not only the accounting standards promulgated by
means of law or regulation, by authorized or recognized standards setting organi zations, or
the provisions of a contract, but may aso encompass:

o Theeffect of thelegal and ethical environment, including statutes, regulations a1 court
decisions, and professional ethical obligationsin relation to accounting matters,
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e  Published views of varying authority on emerging accounting issues and accounting
interpretations—of —varying—autherity issued by standards setting, professional or
regulatory organizations,

e Industry practices widely recognized and prevalent;-and
e Accounting literature:; and

e Significant interpretations of a contract the responsible party made in preparing and
presenting the financia information. (An interpretation is significant if another
reasonable interpretation would have produced a material difference in the other
historical financial information.)

1711. Unless the financial reporting framework is an established financial reporting framework
recognized as suitable for the intended use, or specifically required to be used by law or

requlation, Fthe auditor considerswhether;-+the contextof-the engagement elreumsiances;

thefinanelalreporting framework |t exhibitsthefellewing characteristics of suitablecriteria:
described in the Framework, paragraph 36.

(@

(b)

18— Therelativeimportance of each of these characteristicsto aparticular engagement isamatter
of professional judgment, and depends on the engagement eireumstances nature of the entity
and itsenvironment, the nature and obj ective of the other historical financial information, the
information needs of theintended users, and other matters, for example, events, transactions,
conditionsand practl cesthat may have asignifi Cant effect on the engagement. —Fepexample

beaeeeptablre#ﬂheehgagementel%amstahe% For exampl e, for the purposes of a bal ance
sheet prepared to establish the value of net assets of an entity at the date of its sale, the

vendor and the purchaser may have agreed that very prudent estimates of allowances for
uncollectible accounts receivable are to be made. This may result in preparing financial
information that is not neutral (see paragraph 36(d) of the Framework), but it may
nevertheless be acceptable in the circumstances.
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2112

13.

There is a presumption that partial compliance with the requirements of an established
financia reporting framework does not constitute an acceptable financial reporting
framework. However, there may be circumstances where the nature of the entity and its
environment, the nature and objective of the other historical financial information, or the
spectfic information needs of the intended users may justify partial compliance with the
reqw rements of an establ |shed fi nanC|aI report| ng framework 4=|enee4heauelﬁepeensreleps

mgapkaeabLe#naneml—Fepemng#amaveH(—but does not |mply full compliance with the
requirements of the established financial reporting framework. (See Example 3 of Appendix

2)

To enable readers to understand the financial reporting framework adopted by the

responsible party in preparing and presenting the other historical financial information, the
auditor_encourages the responsible party to describe the applicable financial reporting
framework in the other historical financial information. |f the other historical financial
information does not include an adeqguate description of the applicable financial
reporting framework, the auditor should include such a description in the auditor’s

report.

Form of Opinion

14.

| SA 700 (Revised), paragraph 6, explains that, unless required by law or regulation to use

different wording, the auditor’s opinion on a complete set of general purpose financial
statements prepared in accordance with afinancial reporting framework designed to achieve
fair presentation” states whether the financial statements“give atrue and fair view” or “are
presented fairly, in all material respects,” in_accordance with the applicable financial
reporting framework.

t 1SA 200, “Objective and General Principles Governing an Audit of Financial Statements’ defines “a financial
reporting framework designed to achieve fair presentation” as afinancial reporting framework that (a) provides a
context for the auditor’s evaluation of the fair presentation of the financial statements, and (b) acknowledges,
implicitly or explicitly, that to achieve the objective of fair presentation of the financial statements (i) it may be
necessary for management to provide disclosures beyond the specific requirements of the framework, or (b) in
extremely rare circumstances, it may be necessary for management to depart from the specific requirements of the
framework.
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auditor also also usesthe terms* glve atrue andfairview” or“are preﬁentsed fal rIy, in aII materlal
respects,” to expressthe audit opinion on-the other hi stoncal financial information prepared
in accordance with afinancial reporting framework des qned to achievefair presentatl on of
the specific information presented; : A

16.

In the case of other historical financial information prepared in accordance with afinancial

17.

reporting framework not designed to achieve fair presentation of the specific information

presented, the auditor expresses an opinion on the appropriateness of the preparation and
presentation of the other historical financial information in accordance with the applicable
financia reporting framework. Theauditor usestheterm * properly prepared, inall material
respects, in accordance with the applicable financial reporting framework” to express the
audit opinion. The financial reporting framework may be designed for a general or special

purpose.

In some jurisdictions, law or regulation governing the audit of other historical financial

18.

information may prescribe wording for the audit opinion that is different from the phrases
described in paragraphs 15 and 16. Although the auditor may be obliged to use the
prescribed wording, the auditor’s responsibilities as described in this ISA for forming the
opinion remain the same.

When wording prescribed by law or requlation differs significantly from the phrases in

19.

paragraphs 15 and 16, the auditor carefully considers whether there may be arisk that users
might misunderstand the assurance obtained in the audit of the other historical financial
information. In_such circumstances, the auditor considers whether the risk of
misunderstanding can be mitigated through appropriate explanation in the auditor’s report
(see proposed | SA 706).

When wording prescribed by law or regulation implies or reguires a level of assurance

different from that ordinarily obtained in an audit of other historical financial information
(for example, when it requires acertification of fact), the auditor confirmsthe required level
of assurance with the responsible party, and considers carefully whether therequired level of
assurance can be obtained, for example, by amending the scope of the audit. |If the auditor
concludesthat the required level of assurance cannot be obtained, the auditor does not accept
the engagement.
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Forming an Opinion on the Other Historical Financial Information

2520. Theauditor should evaluatethe conclusionsdrawn from theaudit evidence obtained as
the basisfor forming an opinion on the other historical financial information.

2621. Whenforming an opinion on the other historical financial information, the auditor eval uates
whether, based on the audit evidence obtained, there is reasonabl e assurance about whether
thefinancial information taken as awholeisfreefrom material misstatement. Thisinvolves
concluding whether sufficient appropriate audit evidence has been obtained to reduce to an
acceptably low level the risks of material misstatement of the other historical financial
information® and evaluating the effects of uncorrected misstatements identified.?

2722. The auditor also evaluates whether the financia information has been prepared and
presented, in al material respects, in accordance with the specific requirements of the
applicable financial reporting framework.

28—hpartiedtartheadditor This eval uation includes considersing whether, inthecontext view

of the-engagement-eireumstanees—hcluding—H-partieular;_specific reguirements of the
applicable financial reporting framework:

(@ Theterminology usedintheother historical financial information, including itstitle, is
appropriate:;

(b)  Theaccounting policies selected and applied are appropriate;
(c)  Accounting estimates, if any, made by the responsible party are reasonable;

(d)  The other historical financia information, including the accounting policies, is
relevant, reliable, comparable and understandabl e;

{)(e)  The other historical financial information-suificiently adequately discloses the
applicable financia reporting framework; and

(e)(f)  Exeeptinthecireumstancesdescribedinparagraphs24-1The other historical financia

information:

= Sufficienthyradequately disclosesthe significant accounting policies applied, and
significant interpretations by the responsible party of regulatory, legal or
contractual requirements. In jurisdictions where the applicable financial
reporting framework is so codified asto preclude achoice of accounting policies
or significant interpretations by the responsible party, a reference to the
applicable financial reporting framework may suffice; and

H(g)  Theother historical financial information Pprovidessufficient adequate disclosuresto

enabletheintended usersto understand the effects of material transactions and events
on the financia information.

2See | SA 330, “The Auditor’s Procedures in Response to Assessed Risks.”
3 See | SA 320, “Audit Materiality.”

Agendaltem 5-C
Page 11 of 32



Proposed ISA 701, “ The Independent Auditor’s Report on Other Historical Financia Information”

IAASB Main Agenda (June 2005) Page 2005-880

3024.

25.

aeeempanymg—net&e Formlnq an oplnlon as to Whether the other hlstorlcal flnanC|aI
information gives a true and fair view or is presented fairly, in all material respects, in
accordance with the applicable financial reporting framework (see paragraph 15), involves
evaluating the fair presentation of the other historical financial information.* The auditor
considersthefair presentation of the other historical financial information in accordancewith
the quidance in ISA 700 (Revised), paragraphs 14-15.

The proposed® revlsed Code of Ethlcs for Profonal Accountants |59Jed bv the

| nternational Federation of Accountants (IFAC) states that professional accountants should
not be associated with reports, returns, communications or other information where they
believe that the information (a) contains a material false or miseading statement, (b)
contai ns statements or information furnished recklesdly, or (c) omitsor obscuresinformation
reguired to be included where such omission or obscurity would be misdeading. Accordingly,
even wherethe other historical financial information has been prepared in accordancewith a
framework not designed to achieve fair presentation of the specific item presented, the
auditor considers whether the information may be misleading in view of the nature of the

entity and its environment, the nature and objective of the financial information, the

applicable financial reporting framework and legal or regulatory requirements, the

information needs of theintended users, and other matters, for example, events, transactions,

conditions and practices that may have a significant effect on the engagement.

If, based on the auditor’'s considerations discussed in paragraphs 23 or 24, the auditor

concludesthat the other historical financial information is misleading in the circumstances,

Asindicated in paragraph 17, thisresponsibility applieswherethefinancial reporting framework was designed to

achieve fair presentation, even though the auditor may be required to report in other terms (such as whether the
other historical financial information has been properly prepared in accordance with the applicable financia
reporting framework).

s The proposed revised Code of Ethics for Professional Accountants issued by the International Federation of
Accountants (IFAC) will be considered for approval to be issued as afinal revised Code at the June 2005 Ethics
Committee meeting. If necessary, the text in this paragraph will be revised to be in line with the text of thefinal
revised Code.
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the auditor discusses the matter with the responsible party and considers the effect on the

auditor’sreport. The effect will depend on how the responsible party addressesthe matter in

the other historical financial information.

Elements of the Auditor’s Report
2126. The content of the auditor’s report on other historical financial information is a matter of

professional judgment-and-depends onthe engagement cireumsiances, At aminimum, the

auditor’sreport on other historical financial infor mation should includethefollowing
elements:

@
(b)
(©

(d)

(€)

(f)

A title clearly identifying it asthereport of an independent auditor.®
An addressee.
An introductory paragraph that:

(i) ldentifiestheentity whoseother historical financial information hasbeen
audited;

(i) ldentifiestheother historical financial infor mation that wasaudited; and
(ili) Satesthat the other historical financial information has been audited.

Identification of the responsible party, and a description of that party’s
responsibility for preparing and presenting the other historical financial
information’ in accor dance with the applicable financial reporting framework.
(Thisreferencetotheapplicablefinancial reporting framework should constitute
an adequate description of the applicable financial reporting framework or a
referenceto anotein theother historical financial infor mation that adequately
describesthe financial reporting framework.)

A statement that theauditor isresponsiblefor expressing an opinion on the other
historical financial information based on the audit.

Ad&seﬁpf&eneﬁhe scope Qar aqr aghe#theaud%hapmemd&sapeﬁepenee%e%he

pemﬁepmsmﬂanﬂauéﬁ that mcludes

(i) A statement that the audit was conducted in accordance with | SAs:

(ii) Anexplanation that those standardsrequirethat theauditor comply with
ethical requirements, and that the auditor plan and perform the audit to
obtain reasonable assurance whether the other historical financial
information is free from material misstatement; and

® A title indicating the report is the report of an independent auditor, for example, “Independent Auditor’s Report,”
affirms that the auditor has met al of the relevant ethical requirements regarding independence, and therefore,
distinguishes the independent auditor’s report from reports issued by others.

"Whereeitherof thetermsdescribed irparagraphs 29-30-of thistSAis the terms“ give atrueand fair” or “are presented
fairly, in all material respects,” are used to express the auditor’s opinion on other historical financia information, the

auditor’s report refersto “the preparation and fair presentation of the other historical financial information” instead of
“preparation and presentation.”
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3221.

(i1i) A description of an audit.

(g9 A statement that the auditor believes that the audit evidence the auditor has
obtained issufficient and appropriateto provideabasisfor theauditor’sopinion.

(h) A paragraph containing a clear expression of opinion on the other historical
financial infor mation that refer stotheapplicablefinancial reporting framework.

(i) Theauditor’ssignature.
() Thedateof theauditor’sreport.
(k) Theauditor’saddress.

Consistency in the elements of the auditor’s report helps to promote the reader’s
understanding and to identify unusual circumstances when they occur.

In fulfilling the requirements of paragraph-31 26, the auditor applies the standards and
guidance in ISA 700 (Revised), paragraphs 18-51-and-57,-adapted-as-necessary-to-the
engagement-cireumstanees relevant to the audit of the other historical financial information.
Appendix 2 to this ISA contains examples of auditors' reports on other historical financial
information.

Description of the Applicable Financial Reporting Framewor k

3328.

5129.

WhereWhen theresponsrbleparty hasachorceof fmancral reportrngframeworks the
description-e - - - —
erher—hrsterrealrmiermauepreseem paragraph%i 26(d)} should beexpanded to mclude
H#stheresponsible party’sresponsibility for determining that the applicable financial
reporting framework isacceptablein view of theengagementcireumstances{including;
H-partiedlar-the-specific_nature of the entity and its environment, the nature and

objective of theother hlstorlcal flnanC|aI information, and thelnformatlon needsof the
mtended users) ) ) VEVES, W

When the other historical financial information has been prepared for a special
purposeehe the reference to the applrcable frnancral reportrng framewor k#wehe

| Ceonl : i : e : in paragraph
31 26(d)}e|e&;net should make clear thepuppese ob t|veiepwh+eh of thefmancral
information-ha -

purpese and, if necessary, the mtended users—ef—the—erher—hrsterreal—tmaneral
wfermation, or-(b) refer to anotein the financial information that containsthis that
information.

Restriction on Distribution or Use

3430.

When theother historical financial infor mation hasbeen prepared in accor dancewith a
financial reporting framework designed for a special purpose, theauditor should make
auser of thefinancial information aware of that fact and that, asaresult,+t the other
historical financial information may not be suitable for another purpose. The auditor
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incl udeﬁ such astatement in aseparate paragraoh fol I owing theaudi tor sopi n| on. AA#herean

ether—manersearagraph F| nancral mformatron prepared in accordance Wlth aframevvork
designed for a special purpose may not be appropriate for use by anyone other than the
intended users. The auditor, however, may not be in the position to control the distribution
or use of the other historica financial information on which the auditor reports. For
example, certain entitiesmay be required by aregulator to placethe other historical financial
information on public record.

When the other historical financial information has been prepared for a special purpose
(irrespective of whether the applicable financial reporting framework was designed for a
general or specia purpose), the auditor-shoutd 2l so considers including a statement in the

auditor’sreport that the auditor’sreport isintended solely for the intended users and should
not be dlstrl buted to or used by partles other than the i ntended users—l;manerakmiermaneﬂ

Asanether For example ethepenw% tlty may mapproprl ately provr de other hlstorlcal
financial information prepared for a specia purpose to a broader user group, such as
shareholders, who may use the financial information for avariety of purposes. The auditor
may consider it appropriate in the engagement circumstancesto indicate in the terms of the
engagement and the auditor’s report that the auditor’s report-coulte may be distributed to or
used by parties other than the intended users only if the auditor’s prior written consent is
obtained.

Reporting on Additional Responsibilities

3532.

The auditor may have additional responsibilities to report on other matters that are
supplementary to the auditor’s responsibility to express an opinion on the other historical
financial information. Wherethisisthe case, the auditor appliesthe standards and guidance

in ISA 700 (Revised), paragraphs 46-49,adapted-—as necessary—to-the-engagement
cheumstanees rel evant to the audit of the other historical financial information.
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Auditor’s Report for Audits Conducted in Accordance with Both [SAsand
Auditing Standards of a Specific Jurisdiction or Country

3733. Theauditor may conduct the audit of the other historical financial information in accordance
with both the ISAs and the auditing standards of a specific jurisdiction or country. Where
this is the case, the auditor apph&s the standards and gwdance in ISA 700 (Revised),
paragraphs 61-66, tanees relevant to the
audit of the other hlstorlcal fmanc;lal |nformat|on

Unaudited Supplementary I nfor mation Presented with Audited Other
Historical Financial Infor mation

32834. The auditor should be satisfied that any supplementary information (presented
together with the other historical financial information) that is not covered by the
auditor’s opinion is clearly differentiated from the audited financial information.
Where unaudited supplementary information is presented with the audited other historical
financial information, the auditor appllesthe standards and qui idancein ISA 700 (Revised),
paragraphs 67-71, nees relevant to the
audit of the other hlstorlcal fmanual mformatlon

Reporting Consider ations Specific to Reporting on a Single Financial
Satement, Element, Account or [tem
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An auditor may undertake an engagement to report on a single financial statement or
statements, or one or more specific elements, accounts or items of a financial statement,
separately or together with an audit of the entity’s compl ete set of financial statements. Even
when undertaken together, each engagement requires a separate audit opinion.—\A/here
\When the entity intends to publish an audited single financial statement, element,
account or item together with the complete set of financial statements, the auditor
should consider whether (a) the entity’s presentation of the audited single financial
statement, element, account or item differentiatesit sufficiently from thecomplete set of
financial statements, and (b) the audit opinion on the single financial statement,
element, account or item is sufficiently differentiated from the audit opinion on the
complete set of financial statements. If the auditor concludes that the differentiation is
insufficient, the auditor asks the responsible party to rectify the situation. The auditor does
not issue the auditor’ sreport on the other historical financial information until satisfied with
the differentiation.

When the auditor expresses an opinion on one or mor e specific elements, accounts or
itemsin afinancial statement and a modified opinion has been expressed with respect
to that financial statement, or an emphasis of matter paragraph or other matters
paragraph has been included in the auditor’s report with respect to that financial
statement, the auditor should consider the effect that this may have on the auditor’s
report on the specific elements, accounts or items constituting the other historical
financial information.

Agendaltem 5-C
Page 17 of 32



Proposed ISA 701, “ The Independent Auditor’s Report on Other Historical Financia Information”

IAASB Main Agenda (June 2005) Page 2005-886

37.

38.

—Where-\When the modified opinion with respect to the financial statement relates to the
other historical financia information, the auditor considerswhether to modify the opinion on
the other historical financia information in a similar manner.—\A/here \When the modified
opinion with respect to the financial statement does not relateto the other historical financial
information, the auditor considers whether it may be necessary to refer to the modified
opinion in an other matters paragraph (see proposed | SA 706) in the auditor’s report on the
other historical financial information.

| n accordance with proposed | SA 705, paragraph 34, the auditor isnot permitted toincludea

supplementary unmodified opinion on one or more specific el ements, accounts or items of a
financia statement in an auditor’sreport that contains an adverse opinion or adisclaimer of
opinion onthefinancial statementsasawhole Theauditor, however, may be ableto express
an opinion on one or more specific e ements, accounts or itemsin afinancial statement with
respect to which the auditor has expressed an adverse opinion or a disclaimer of opinion,
provided that (a) the matters to be reported on and the related scope of the audit were not
intended to and did not encompass so many elements, accounts or items as to constitute a
major portion of that financial statement, and (b) the opinion on the specified e ement,

account or item is presented in a separate report.
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Effective Date
5339. ThisISA iseffective for auditor’s reports dated on or after December 31, 2006.
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Appendix 1

Examples of a Single Financial Statement and Examples of a Specific Element,
Account or Item of a Financial Statement
Examples of asingle financial statement include the following:

Balance sheet.

Statement of income or statement of operations.

Statement of retained earnings.

Statement of cash flows.

Statement of changesin owners’ equity.

Statement of assets and liabilities that does not include owners’ equity.
Statement of revenue and expenses.

Statement of operations by product lines.

Statement of cash receipts and disbursements.

Examples of specific elements, accounts or items of afinancia statement include the following:

Accounts receivable, allowance for doubtful accounts receivable, inventory, the liability for
accrued benefits of aprivate pension plan, the recorded value of identified intangibl e assets, or
the liability for “incurred but not reported” claimsin an insurance portfolio.

A schedule of externally managed assets and income of a private pension plan.
A schedule of net tangible assets.

A schedule of disbursementsin relation to alease property.

A schedule of profit participation or employee bonuses.

A schedule of share price movements and of average share price.
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Appendix 2

Examples of Reportson Other Historical Financial I nformation

Example 1:
Engagement circumstances include the following:
« Audit of acomplete set of financial statements.

. The financial statements have been prepared by the management of the entity in
accordance with the tax basis of accounting (i.e., a financial reporting framework
designed for a special purpose ) for
pur poses of filing the entity’sincome tax return (i.e., a special purpose).

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying financial statements of ABC Partnership, which comprise the
balance sheet as at December 31, 20X 1 and the income statement for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and presentation of these financia statementsin
accordance with thetax basis of accounting

. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and presentation of financial statementsthat arefreefrom
material misstatement, whether dueto fraud or error; selecting and applying appropriate accounting
policies, and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
requirethat we comply with ethical requirementsand plan and perform the audit to obtain reasonable
assurance whether the financial statements are free of material misstatement.

Anaudit involves performing proceduresto obtain audit evidence about the amountsand disclosures
inthefinancial statements. The procedures selected depend on the auditor’sjudgment, including the
assessment of the risks of material misstatement of the financial statements, whether dueto fraud or
error. In making those risk assessments, the auditor considersinternal control relevant to theentity’s
preparation and presentation of the financial statementsin order to design audit proceduresthat are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’sinternal control. An audit al so includes eval uating the appropriateness of
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accounting policies used and the reasonableness of accounting estimates——ay made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion
In our opinion, the financial statements of ABC Partnership for the year ended December 31, 20X 1
have been properly prepared, in all material respects, in accordancewith thetax basis of accounting.”

Restriction on-Useand Distribution or Use of the Auditor’s Report

parthers.Thefinancial statementshave been prepared in accordance with thetax basis of accounting

for purposes of [describe purpose, e.q., filing the income tax return of ABC Partnership with the
rel evant taxation authority]. Thefinancial statements may not be suitable for another purpose. Our
report is intended solely for ABC Partnership and its partners and should not be distributed to or
used by parties other than ABC Partnership or its partners.

[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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Example 2:

Engagement circumstances include the following:

. Audit of a statement of cash receipts and disbursements (i.e,, a single financial
statement).

. The financial statement has been prepared by the management of the entity in
accor dancewith the cash receiptsand disbur sementsbasisof accounting (i.e., afinancial

reporting framewor k designed for a special purpose )
torespond to arequest for cash flow information received from a creditor (i.e., a special
purpose).

INDEPENDENT AUDITOR’'S REPORT
[Appropriate Addressee]

We have audited the accompanying statement of cash receipts and disbursements of ABC Company
for the year ended December 31, 20X 1.

Management’s Responsibility for the Financial Satement

Management is responsible for the preparation and presentation of this financial statement in
accordance with the cash recei pts and disbursements basis of accounting

. Thisresponsibility includes: determining that the
cash receipts and disbursements basis of accounting is an acceptable basis for preparing and
presenting the financial statement in the circumstances; designing, implementing and maintaining
internal control relevant to the preparation and presentation of afinancial statement that isfreefrom
material misstatement, whether dueto fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates, if any, that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
requirethat we comply with ethical requirementsand plan and perform the audit to obtain reasonable
assurance whether the financial statement is free from material misstatement.

Anaudit involves performing proceduresto obtain audit evidence about the amounts and disclosures
inthefinancial statement. The procedures selected depend on the auditor’sjudgment, including the
assessment of therisks of material misstatement of the financial statement, whether dueto fraud or
error. In making those risk assessments, the auditor considersinternal control relevant to theentity’s
preparation and presentation of the financial statement in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’sinternal control. An audit also includes eval uating the appropriateness of
accounting policies used and the reasonableness of accounting estimates, if any, made by
management, as well as evaluating the overall presentation of the financial statement.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis
for our audit opinion.

Opinion
In our opinion, the statement of cash receipts and disbursements of ABC Company for the year

ended December 31, 20X 1 has been properly prepared, in all material respects, in accordance with
the cash receipts and disbursements basis of accounting described in Note X.”

Restriction on-Use-and Distribution or Use of the Auditor’s Report

The statement of cash receipts and disbursements has been prepared, in all material respects, in
accordance with the cash receipts and disbursements basis of accounting described in Note X for
purposes of providing information to XY Z Creditor.-ang—as-a+esdit;_The statement may not be
suitabl e for-serme another purposes.—Furthermere-this-additors Our report is intended solely for
ABC Company and XY Z Creditor and should not be distributed to or used by-any parties other than

ABC Company-and or-fdeseribe-other-irtended-userst XY Z Creditor.
[Auditor’s signature]

[Date of the auditor’s report]
[Auditor’s address]
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Example 3:

Engagement circumstances include the following:
« Audit of abalance sheet (i.e., asinglefinancial statement).

. The financial statement has been prepared by the management of the entity in
accor dance with Financial Reporting Sandards (i.e,a
financial reporting framework designed for a general purpose

) in order to provide financial
information to the entity’s customers and others(i.e., a general purpose).

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying balance sheet of ABC Company
December 31, 20X 1, and asummary of significant accounting policiesand other explanatory notes.

Management’s Responsibility for the Financial Satement

Management is responsible for the preparation and fair presentation of this financial statement in
accordance with Financial Reporting Standards . Thisresponsibility
includes: determining that Financial Reporting Standards are an
acceptable basis for preparing and fairly presenting the financial statement in the circumstances;
designing, implementing and maintaining internal control relevant to the preparation and fair
presentation of afinancial statement that isfreefrom material misstatement, whether dueto fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
requirethat we comply with ethical requirementsand plan and perform the audit to obtain reasonable
assurance whether the financial statement is free from material misstatement.

Anaudit involves performing proceduresto obtain audit evidence about the amounts and disclosures
inthefinancial statement. The procedures selected depend on the auditor’sjudgment, including the
assessment of therisks of material misstatement of the financial statement, whether dueto fraud or
error. In making those risk assessments, the auditor considersinternal control relevant to theentity’s
preparation and fair presentation of the financial statement in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’sinternal control. An audit also includes eval uating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statement.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis
for our audit opinion.

Opinion

In our opinion, the balance sheet, and summary of significant accounting policies and other
explanatory notes, give a true and fair view of (or “present fairly, in al mater respects,”) the
financial position of ABC Company December 31, 20X 1 in accordancewith

therequirementsof the Financia Reporting Standards that arerelevant to
the preparation and fair presentation of a balance sheet.

[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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Example 4:

Engagement circumstances include the following:

. Audit of theliability for “incurred but not reported” claimsin an insurance portfolio
(i.e., element, account or item of a financial statement).

. The financial information has been prepared by the management of the entity in
accor dance with the financial reporting provisions established by a regulator (i.e, a
financial reporting framework designed for a special purpose

) to meet the requirements of that regulator (i.e., a special
purpose).

INDEPENDENT AUDITOR’'S REPORT
[Appropriate Addressee]

We have audited the accompanying schedul e of theliability for “incurred but not reported” claims of
ABC Insurance Company as of December 31, 20X 1.

Management’s Responsibility for the Schedule

Management isresponsiblefor the preparation and presentation of the schedule in accordance with
[describe the financial reporting provisions established by the regulator]. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and
presentation of a schedule that is free from material misstatement, whether due to fraud or error;
sel ecting and applying appropriate accounting policies; and making accounting estimates that
are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the schedule based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the schedule is free from material misstatement.

Anaudit involves performing proceduresto obtain audit evidence about the amounts and disclosures
inthe schedule. The procedures sel ected depend on the auditor’sjudgment, including the assessment
of therisks of material misstatement of the schedule, whether dueto fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and
presentation of the schedule in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes eval uating the appropriateness of accounting policies used
and the reasonabl eness of accounting estimates made by management, aswell as evaluating
the overall presentation of the schedule.

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

In our opinion, the financial information in the schedule of the liability for “incurred but not
reported” claims of ABC Insurance Company as of December 31, 20X 1 hasbeen properly prepared,
inall material respects, in accordance with [describe the financial reporting provisionsestablished by
the regulator].™

Restriction on Distribution or Use of the Auditor’s Report

The schedule has been prepared in accordance with [describe the financial reporting provisions
established by theregulator] and;-asaresutt; may not be suitablefor another purpose.~urthermere;
this-apditer's Our report_is intended solely for ABC Insurance Company and [insert name of
regulator] and should not be distributed to or used by-ary parties other than ABC Insurance
Company-and or [insert name of regulator].

[Auditor’s signature]
[Date of the auditor’s report]
[Auditor’s address]
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Example5:
Engagement circumstances include the following:
. Audit of revenue (i.e., element, account or item of a financial statement).

. The financial information has been prepared by the management of the entity in
compliance with the financial reporting provisions of a lease contract (i.e., a financial
reporting framework designed for a special purpose

) to determine the monthly rent for the following year (i.e., a special

purpose).

INDEPENDENT AUDITOR’'S REPORT
[Appropriate Addressee]

We have audited the accompanying schedul e of revenue of ABC Company
December 31, 20X 1 prepared in compliance with the financial reporting provisions set out in
paragraphs [insert paragraph numbers] of [identify the contract, including the date thereof]. ™

Management’s Responsibility for the Schedule

Management is responsiblefor the preparation and presentation of the schedulein accordance with
the financial reporting provisions of the contract for purposes of determining the monthly rent to be
paid by ABC Company to DEF Company for the year ended December 31, 20X 2. Thisresponsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and
presentation of a schedule that is free from material misstatement, whether due to fraud or error;
sel ecting and applying appropriate accounting policies; and making accounting estimates, if any, that
are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility isto express an opinion on the schedule based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the schedul e has been prepared in accordance with the financial reporting provisions of the
contract.

Anaudit involves performing proceduresto obtain audit evidence about the amounts and disclosures
in the schedule. The procedures sel ected depend on the auditor’ sjudgment, including the assessment
of therisks of material misstatement of the schedule, whether dueto fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and
presentation of the schedule in order to design audit procedures that are appropriate in the

|t applicable and necessary, the introductory paragraph could be amended to read as follows: “We have audited the accompanying schedule of
revenue of ABC Company as of December 31, 20X 1 prepared in compliance with the financial reporting provisions set out in paragraphs [insert
paragraph numbers] of [identify the contract, including the date thereof] and the interpretations of these provisions set out in Note X to the schedule of
revenue.” The opinion paragraph is also amended accordingly.
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circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonabl eness of accounting estimates, if any, made by management, aswell as evaluating
the overall presentation of the schedule.

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

Opinion
In our opinion, the financial information in the schedule of revenue of ABC Company for the year

ended December 31, 20X 1 has been properly prepared, in all material respects, in accordance with
the financial reporting provisions of the contract.”

Restriction on Distribution-and or Use of the Auditor’s Report

The schedul e of revenue has been prepared in accordance with the financial reporting provisions of
contract for purposes of determining the monthly rent to be paid by ABC Company to DEF

Company for the year ended December 31, 20X 2. The schedule may not be suitable for another

should not be distributed to or used by-any parties other than ABC Company-and or DEF Company.
[Auditor’s signature]

[Date of the auditor’s report]

[Auditor’s address]
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Example 6:
Engagement circumstancesinclude the following:
. Audit of acomplete set of financial statementsrequired by law or regulation.

. Thefinancial statementshave been prepared for a general purpose by the management
of the entity in accordancewith the Financial Reporting Sandardsof Country X (i.e., a
financial reporting framework designed for a general purpose

).

INDEPENDENT AUDITOR’S REPORT
[Appropriate Addressee]

We have audited the accompanying financial statements of ABC Company, which comprise the
balance sheet as at December 31, 20X 1, and the income statement, statement of changes in equity
and cash flow statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

Management’s Responsibility for the Financial Satements

Management is responsible for the preparation and presentation of these financia statementsin

accordance with the Financial Reporting Standards of Country X. This responsibility includes:

designing, implementing and maintaining internal control relevant to the preparation and

presentation of financial statementsthat arefreefrom material misstatement, whether dueto fraud or

error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
requirethat we comply with ethical requirementsand plan and perform the audit to obtain reasonable
assurance whether the financial statements are free of material misstatement.

Anaudit involves performing proceduresto obtain audit evidence about the amountsand disclosures
inthefinancial statements. The procedures selected depend on the auditor’sjudgment, including the
assessment of the risks of material misstatement of the financial statements, whether dueto fraud or
error. In making those risk assessments, the auditor considersinternal control relevant to theentity’s
preparation and presentation of the financial statementsin order to design audit proceduresthat are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’sinternal control. An audit al so includes eval uating the appropriateness of
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accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the presentation of the financial statements.

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

Opinion

In our opinion, the financial statements have been prepared, in all
material respects, in accordance with the Financial Reporting Standards of Country X.
[Auditor’s signature]

[Date of the auditor’s report]

[Auditor’s address]
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