THE NEW
AUDITOR’S REPORT
It is not just going to
affect auditors!
A SAICA /JSE Panel Discussion
(31 March 2015)

WELCOME
Our Facilitator:
Linda de Beer, Chairman of the Consultative Advisory
Group of the International Auditing and Assurance Standards Board
Our Panel:
Representing different perspectives
Chief Financial Officer – Christine Ramon
Audit Committee Chair – Len Konar
Investor – Theo Vorster
Auditor – Steven Louw

WHY A NEW AUDITOR’S REPORT?
Changes driven by the information needs
of the users (primarily, investors and analysts)

 Better understand the entity that has been audited
 Enhanced insight into the overall message being communicated
through the financial statements
 Ability to focus on those “important / most significant matters” that
were of concern in concluding whether the financial statements
are free from material misstatement
 In particular, early warning of potential issues relating
to going concern
The auditor’s opinion is valued, but
More entity-specific and relevant information
More informative about the audit that has
been performed

General purpose financial statements
… common financial information needs of a wide range of users
Users have to work with that that has been provided …
Auditor’s opinion on the financial statements as a whole …
BUT: <information gap>
Additional context required to understand message

“Through the eyes of the auditor”
 Has independent insight
 Applies a risk-based approach
 Communicates significant findings
from the audit to TCWG
 Material matters have to be
resolved, otherwise modification
of the auditor’s report

WHAT HAS CHANGED

For all audits of
financial statements

For audits of financial
statements of listed entities

 New form and layout
 Enhanced reporting
on going concern
 Statement about
independence and
other ethical
responsibilities
 Enhanced description
of auditor’s
responsibilities

 New section to
communicate KAM
 Name of engagement
partner
[Already in SA per
Code of Conduct]
Also if L&R require, or if decided
by auditee or auditor

Effective for 31 Dec 2016 y/e audits

NEW LOOK AUDITOR’S REPORT
INDEPENDENT AUDITOR’S REPORT
To the shareholders of …
Report on the audit of the F/S
Opinion
…
Basis for opinion
…
Key audit matters
…
Responsibilities of management and
those charged with governance
…
Auditor’s responsibilities
…
Report on other legal and …

Any modification included here
For listed entities
May have to insert
separate section
on going concern

Key Audit Matters (KAM)
Those matters that, in the auditor’s professional
judgment, were of most significance in the audit
of the financial statements of the current period

HOWEVER






Scope of audit does not change (work effort not expanded)
Auditor will still assume a reasonable and informed user of the F/S
Auditor is not the provider of original information about the entity
Provide entity-specific information (avoid “boilerplate” language)
KAM as reported must actually only be those matters of most
significance (avoid lengthy lists of KAM)
 Auditor does not provide a separate opinion
on matters communicated
 Also a need for consistency in auditor reporting

Judgement-based decision-making
framework to identify KAM
Unchanged: Auditor communicates
significant findings to TCWG

From the above, identify those
matters that required significant
auditor attention in performing the
audit

From the above, make final
decision about KAM to be included
in the auditor’s report
(relative significance of a matter)

IN THE AUDITOR’S REPORT …
“Key Audit Matters”
[Description of each key audit matter]

Implementation is key; what is
going to appear in auditor
reports will determine success
ito intended effect
and meeting of
users’ needs

Basic requirements
Refer to any related disclosures
Why the matter was one of most significance
How the matter was addressed in the audit

Not prescriptive ito wording
Additional guidance available – practical pointers
Flexibility is deliberately provided for
Must be as entity-specific and audit-specific as possible
IAASB toolkit to provide some examples
This section does not include
Matters resulting in modification of the auditor’s opinion
Material uncertainty related to going concern

Shortcomings in financial reporting
frameworks prevented certain
changes as initially envisaged

REPORTING ON
GOING CONCERN

AS NORMAL

 Management responsibility
Assessing going concern
in preparing the F/S
 Auditor’s responsibilities

Evaluate management’s
assessment; conclude on
appropriateness; reporting

CHANGE
Description of these
responsibilities in the
auditor’s report

When concluding …

CONCLUSION: Use of the going concern basis of accounting is -

Appropriate and
no material
uncertainty exists

Appropriate, but
a material
uncertainty exists

NO EFFECT ON A.R

AFFECTS A.R.

CHANGE
“Close call” situations
Evaluate disclosures
when events or
conditions are
identified, but conclude
that no M.U exists

CHANGE
If adequate disclosure
is made, opinion is not
modified, but include
separate section
“Material uncertainty
related to going
concern”

Not
Appropriate,
but used
ADVERSE
OPINION

FOCUS OF PANEL
DISCUSSION
Impact for users …
 Greater transparency
 Enhanced confidence in
the F/S and about audit
quality
 Focus on areas that
involve significant
judgement
 Basis to engage further
with management
and TCWG

Impact for preparers and
audit committees …
 Communication with auditor
 Enhances ability of audit
committee to discharge
oversight responsibility
 Improved financial reporting
(disclosures affected)
 Report of: Directors and
Audit Committee

PROCEED TO
PANEL DISCUSSION
AND
Q&A SESSION

