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IAASB’s Exposure Draft Heralds a 
Sea Change in Auditor Reporting
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IAASB refined its initial 
proposal and proposed changes 

to five ISAs and developed a 
new ISA. In a nutshell, the ED 

aims to increase transparency 
about the audit and to provide 

information of interest to users 
while clarifying the respective 
responsibilities of the auditor, 

management and those 
charged with governance. 

PROPOSED ISAs NEW REQUIREMENTS

Proposed ISA 700 (Revised) 
Forming an Opinion and Reporting 
on Financial Statements

Establishes new required reporting elements:
• Basis for Opinion section – includes an explicit 

statement of auditor independence and the source(s) 
of relevant ethical requirements 

• Going Concern section
• Key Audit Matters section
• Other Information section
• Improved description of responsibilities of auditor and 

key features of the audit
• Disclosure of name of engagement partner

Proposed ISA 701 Communicating 
Key Audit Matters in the 
Independent Auditor's Report 
(a new standard)

Establishes requirements and guidance for the auditor's 
determination and communication of key audit matters

Proposed ISA 260 (Revised) 
Communication with Those 
Charged with Governance

Establishes increased communication between the 
auditor and those charged with governance, including:
• Signifi cant risks identifi ed
• Circumstances that require signifi cant modifi cation of 

the auditor's planned approach

Proposed ISA 570 (Revised) 
Going Concern

Establishes auditor reporting requirements relating to 
going concern, including:
• Auditor conclusion on whether management has used 

the going concern basis of accounting appropriately
• Statement as to whether a material uncertainty 

affecting going concern has been identifi ed

Proposed ISA 705 (Revised) 
Modifi cations to the Opinion in the 
Independent Auditor's Report

Clarifi es how the new required reporting elements are 
affected when the auditor expresses a modifi ed opinion

Proposed ISA 706 (Revised) 
Emphasis of Matter Paragraphs 
and Other Matter Paragraphs in 
the Independent Auditor's Report

Clarifi es the relationship between Emphasis of Matter 
paragraphs, Other Matter paragraphs and the Key Audit 
Matters section of the auditor's report

Proposed Conforming 
Amendments to Other ISAs

Key conforming amendments include:
• Requirement to state intent to communicate key 

audit matters in the engagement letter when they are 
communicated on a voluntary basis

• Requirement to document  auditor's determination of 
key audit matters
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NEW SECTIONS IN THE 
AUDITOR'S REPORT

NEW SECTION 1: 
KEY AUDIT MATTERS

1. Matters which had been 
communicated to those charged 
with governance
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2. Matters which required 
signi icant auditor attention 

To make the auditor’s report more reader-friendly, 
the ED contains guidance on how the report’s content 
should be organised. Specific headings are required 
for the various sections to make them more easily 
identifiable, and it is recommended that certain 
information, such as the auditor’s opinion and entity-
specific information, should be prominently placed.

CURRENT PROPOSED

Key Audit 
Matters

Not required. Required for listed companies.

Emphasis of 
Matter (EOM)

EOM is included when auditor 
considers it necessary to 
draw users' attention to 
a matter presented in the 
fi nancial statements that 
is of such importance that 
it is fundamental to users' 
understanding of the fi nancial 
statements.

No change in the underlying concept 
of EOM, except that when a matter 
has been determined to be a key audit 
matter (if applicable), the matter 
should not be included in the EOM 
paragraph.

When both the Key Audit Matters 
section and the EOM paragraph are 
included in the auditor's report, there 
needs to be a statement that explains 
that the matter being emphasised is 
separate from key audit matters. 

Other Matter 
(OM)

OM is included when the auditor 
considers it necessary to 
communicate a matter that is 
relevant to users' understanding 
of the audit, the auditor's 
responsibilities or the auditor's 
report, which is not presented in 
the fi nancial statements. 

No change in the underlying concept 
of OM, except that when a matter has 
been determined to be a key audit 
matter (if applicable), the matter 
should not be included in the OM 
paragraph.
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NEW SECTION 2: 
GOING CONCERN
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NEW SECTION 3: 
OTHER INFORMATION

TRANSPARENCY AND EASE 
OF USE

The IAASB project to change auditor reporting is a key international development which has far-reaching 
implications on a worldwide basis. As a fi nancial hub, Singapore should prepare well and embrace the changes. 
Contrary to common belief, the changes to auditor reporting would not only impact the auditors but also the 
companies. The Institute of Singapore Chartered Accountants (ISCA) believes that the changes will enhance 
corporate governance and increase market confi dence because of the increase in informational value in auditor 
reporting. ISCA will be hosting a Forum titled The Future of Auditor Reporting – Shaping Communication 
and What It Means For You on 23 October 2013. Do join us at this Forum which will help prepare the business 
community and the auditing profession for the latest updates on this front.
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Fua Qiu Lin is Manager, and Kang Wai Geat is 
Deputy Head, Technical Standards Development 
and Advisory Department, at ISCA.

Key audit matters 
are required to 

make reference to 
the corresponding 

management’s 
disclosure in 
the financial 

statements to 
enable users to 

understand both 
management’s 
and auditor’s 

perspectives on 
those matters 

raised.

 ISCA

A CHANGE 
FOR THE 
BETTER

20-27 ISCA Oct - Focus (Cover Story)V5.indd   27 01/10/2013   17:52


