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The Auditor’s Report on Financial Statements
Proposed Revisions to ISA 800

Note to IAASB: The following is a mark-up of the proposed wording presented on the Friday
morning of the Tokyo meeting.

ISA 800, THE INDEPENDENT AUDITOR’S REPORT ON SPECIAL
PURPOSE AUDIT ENGAGEMENTS

Introduction

1. The purpose of this International Standard on Auditing (ISA) is to establish standards and
provide guidance in connection with special purpose audit engagements including:

e A complete set of financial statements prepared in accordance with a basis—of

accounting—other—than—a—financial reporting framework that is presumed—to—be
aeeep%&bl%fer—genera%pmﬂeeseﬁﬁaﬁer&ksta{emeﬁ%sdesmned fora specral purpose{—&s

F&ﬂaﬁeralél%a%emems), referred to as another cornprehenswe ba51s of accountlng;

e  Acomponent of a complete set of financial statements, such as ineludinganindividual
finanetal-statement—such—as-a balaneesheetsingle financial statement, er-specified
accounts, elements of accounts, or items in a financial statement;

e  Compliance with contractual agreements; and

e  Summarized financial statements.
This ISA does not apply to review, agreed-upon procedures or compilation engagements.

[Paragraphs 2 — 8 unchanged]

Reports on Financial Statements Prepared in Accordance with Another Comprehensive
Basis of Accounting

9. A comprehensive basis of accounting comprises a set of criteria used in preparing financial
statements which applies to all material items and which has substantial support. As
discussed in ISA 200, “Objective and General Principles Governing an Audit of Financial
Statements”, Finaneial-financial statements that are not prepared to meet the common
information needs of a wide range of users may be prepared fora-speeialpurpeseto meet the
financial information needs of specifically identified users. The needs of such users will
determine the applicable financial reporting framework in such circumstances (which is

referred to in this ISA as an other comprehenswe basis of accountrng) m—aeeerdaﬂe%w&h

ﬁnancral repor‘[m,gy frameworks that are de51gned to address the needs of specifically

identified users-finaneial-repertingframewerksmay-include:
*  Thatused-byan-entity to-prepare-itsThe tax basis of accounting for a set of financial

statements that accompany an entity’s income-tax return.
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= The cash receipts and disbursements basis of accounting for cash flow information that a
profit-oriented enterprise may be requested to prepare by creditors.

= The financial reporting provisions of a government regulatory agency_for a set of
financial statements prepared for regulatory purposes.

FPepampenln 1O T cemalmend]

10.

11.

The auditor’s report on financial statements prepared in accordance with another
comprehensive basis of accounting should include a statement that indicates the basis
of accounting used or should refer to the note to the financial statements giving that
information. The opinion should state whether the financial statements are prepared,
in all material respects, in accordance with the identified basis of accounting. The
terms used to express the auditor’s opinion are “give a true and fair view” or “present fairly,
in all material respects,” which are equivalent terms. Appendix 1 to this ISA gives examples
of auditor’s reports on financial statements prepared in accordance with another
comprehensive basis of accounting.

The auditor would consider whether the title of, or a note to, the financial statements makes
it clear to the reader that such statements are not prepared in accordance with International
Aeeounting—Financial Reporting Standards or natienal—standardsgenerally accepted
accounting principles promulgated by a recognized standards setter. For example, a tax
basis financial statement might be entitled “Statement of Income and Expenses—Income
Tax Basis.” If the financial statements prepared on another comprehensive basis are
not suitably titled or the basis of accounting is not adequately disclosed, the auditor
should issue an appropriately modified report.

Reports on a Component of Financial Statements

12. The auditor may be requested to express an opinion on one or more components of financial

13.

statements, for example, an-individuala single financial statement such as a balance sheet,
accounts receivable, inventory, an employee’s bonus calculation or a provision for income
taxes. The component might be prepared to meet the financial information needs of
specifically identified users and have a limited distribution, or may be intended to meet the
information needs of a wide range of users and, therefore, prepared in accordance with the
relevant requirements of an applicable financial reporting framework. This type of
engagement may be undertaken as a separate engagement or in conjunction with an audit of
the entity’s financial statements_(see Other Reporting Responsibilities in ISA 700, “The
Independent Auditor’s Report on General Purpose Financial Statements’). However, this
type of engagement does not result in a report on the financial statements taken as a whole
and, accordingly, the auditor would express an opinion only as to whether the component
audited is prepared, in all material respects, in accordance with the identified basis of
accounting”.

Many financial statement items are interrelated, for example, sales and receivables, and
inventory and payables. Accordingly, when reporting on a component of financial
statements, the auditor will sometimes be unable to consider the subject of the audit in

Note — The illustrative report in ISA 800 for a schedule of accounts receivable uses a “true and fair
view/presents fairly” opinion. Thus, ISA 800 allows the same wording of the audit opinion on a component as
is used in ISA 700.
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isolation and will need to examine certain other financial information. In determining the
scope of the engagement, the auditor should consider those financial statement items
that are interrelated and which could materially affect the information on which the
audit opinion is to be expressed.

14. The auditor should consider the concept of materiality in relation to the component of
financial statements being reported upon. For example, a particular account balance
provides a smaller base against which to measure materiality compared with the financial
statements taken as a whole. Consequently, the auditor’s examination will ordinarily be
more extensive than if the same component were to be audited in connection with a report
on the entire financial statements.

1615.The auditor’s report on a component of financial statements should include a
statement that indicates the basis—ef—aeceountingapplicable financial reporting

framework in accordance with which the component is presented or refers to an
agreement that specifies the basis_of accounting used. The opinion should state
whether the component is prepared, in all material respects, in accordance with the
applicable financial reporting framework or identified basis of accounting. Appendix 2
to this ISA gives examples of audit reports on components of financial statements.

+716When an adverse opinion or disclaimer of opinion on the entire financial statements
has been expressed, the auditor should report on components of the financial
statements only if those components are not so extensive as to constitute a major
portion of the financial statements. To do otherwise may overshadow the report on the
entire financial statements.

[Paragraphs 42-18 — 25 unchanged, but would be renumbered as paragraphs 17 — 24]

Agenda Item 2-E
Page 3 of 4




Proposed Revisions to ISA 800

IAASB Main Agenda (December 2003) Page 2003-1868

[Blank Page]

Agenda Item 2-E
Page 4 of 4



