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SUMMARYNOTES

I. Audit Opinions

A. Opinion Types

1. Unmodified opinion—States that the financial statements present fairly, in all material respects, the

a.

financial position, results of operations, and cash flows of the entity, in conformity with the applicable
financial reporting framework.

I T 50 1 L — B s s 2 10 AT RE 72 (A B i JE VB ICHEIIL L . 2 COEE 22 BV T, MEBUIREE,
RERE, BEOXF Y v a7 e —RNEHEICERINTNDZ LIZOVWTEREZIRRS,
Emphasis-of-Matter, Other-Matter, Key Audit Matters, Explanatory, and Critical Audit

Matters paragraphs—Additional communications added to the auditor's report without modifying
the auditor's opinion.

I EEX S, FOMBIEKS, BE FOEELAHIER S —EBEANDOE R EETHZ B
TR EEITEMOBRE 27T 2 H ik

2. Modified opinions—The auditor's report is modified when the auditor concludes that the financial
statements as a whole are materially misstated (GAAP issue) or when the auditor is unable to obtain
sufficient appropriate audit evidence to conclude that the financial statements as a whole are free

a.

from material misstatement (GAAS issue).
&

EFR-MEBHERERE L TEERERT TR Z G (CAAPER) LA, MBHRERE L TERE

REAR T ZE LRV E VI FETRICE D T2 DD+ DG R AR A INE T 5 2 & SRR
572 (GAASER )EA. B IImodify(IEIE) &1 5,

Qualified Opinion—States that except for the effects of the matter(s) to which the qualification
relates, the financial statements present fairly..."—used for GAAS or GAAP issues.
REMBEEER— “BUMIRFRORBEZRE . MBHARITEECR RS TVND” LBND,
GAASLGAAP D HEHILPE I Z RIRES 8 B BA IV B,

Adverse—States that the financial statements do not present fairly—GAAP issue.

R ERE R BER 1T EICRR STV R L IR R 5 —GAAPYERLZ RIEER & 5556,
Disclaimer—States that auditor does not express an opinion on the financial statements—

GAAS issue.

FRARA—EENTMBEHRICOVTERZRA L7220 £ib~ 5 —GAASHEHLIZHED &

7=

1A-3
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B. Unmodified/Unqualified Opinion
Financial statements are presented fairly in all material respects. The following is an unmodified opinion
for a nonissuer reporting on a single year.
BTOEERAITBNT, MEREPBEICERIN TN D586,

Unmodified Opinion (Nonissuer)

Independent Auditor’s Report

[Appropriate Addressee]
Report on the Audit of Financial Statements?!

Opinion

We have audited the accompanying financial statements of ABC Company, which comprise the balance sheet as of
December 31, 20X1 and 20X0, and the related statements of income, changes in stockholders' equity, and cash
flows for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of ABC Company as of December 31, 20X1 and 20X0, and the results of its operations and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). 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 required to be independent of ABC
Company and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Responsibilities of management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about ABC Company's ability to continue as a going_
concern for [insert the time period set by the applicable financial reporting framework].

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when it
exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

(continued)

1A-4
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(continued)

In performing an audit in accordance with GAAS, we:
* Exercise professional judgment and maintain professional skepticism throughout the audit.

« Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include examining,
on a test basis, evidence regarding the amounts and disclosures in the financial statements.

¢ Obtain an understanding of internal control relevant to the audit 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 ABC
Company's internal control. Accordingly, no such opinion is expressed..

* Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

¢ Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about ABC Company's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters that
we identified during the audit.

Other Information [Included in the Annual Report]

Management is responsible for the other information [included in the annual report]. The other information
comprises the [information included in the annual report] but does not include the financial statements and our
auditor's report thereon. Our opinion on the financial statements does not cover the other information, and we
do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we
conclude that an uncorrected material misstatement of the other information exists, we are required to describe it
in our report.

Report on Other Legal and Regulatory Requirements
[The form and content of this section of the auditor's report would vary depending on the nature of the auditor's
other reporting responsibilities.]

[Signature of the auditor's firm]
[City and state where the auditor's report is issued]
[Date of the auditor's report]

1The subtitle, "Report on the Audit of the Financial Statements," is unnecessary in circumstances in which the
second subtitle, "Report on Other Legal and Regulatory Requirements," is not applicable.

2|n circumstances in which the auditor also has a responsibility to express an opinion on the effectiveness of
internal control in conjunction with the audit of the financial statements, omit the following: "but not for the
purpose of expressing an opinion on the effectiveness of ABC Company's internal control. Accordingly, no
such opinion is expressed."

© 2021DeVry/Becker Educational Development Corp. All rights reserved.
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Unqualified Opinion (Issuer)

Report of Independent Registered Public Accounting Firm
To the shareholders and the board of directors of X Company:

Opinion on the Financial Statements

We have audited the accompanying balance sheets of X Company (the "Company") as of December 31, 20X2 and 20X1,
the related statements of income, comprehensive income, stockholders equity, and cash flows for each of the years then
ended, and the related notes and schedules (collectively referred to as the "financial statements"). In our opinion, the
financial statements present fairly, in all material respects, the financial position of the Company as of December 31,
20X2 and 20X1, and the results of its operations and its cash flows for the years then ended, in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company's financial statements based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to
the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made
by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits
provide a reasonable basis for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that: (1) relate to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on
the financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing
separate opinions on the critical audit matters or on the accounts or disclosures to which they relate.

[Include critical audit matters]

[Signature]

We have served as the Company’s auditor since [year]
[City and state or country]

[Date]

1A-6
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C. Audits of Group Financial Statements
When an auditor acts as the auditor of group financial statements, the auditor must determine whether
to make reference to any component auditors in the auditor's report on the group financial statements.

e

BAR TN —TWMEHROEEZIT O %6, BEaAREEICZI V) Tcomponent auditoriZ DWW CE & T

L MGE L2 T HIEZR B 72wy,

1.

Making Reference to the Component Auditor

When making reference to the component auditor, the auditor's report on the group financial
statements should clearly indicate that the component was audited by the component auditor and
should include the magnitude of the portion of the financial statements audited by the component
auditor.

A S F TV Tecomponent auditorlZ 5 &7 23546, #% Xcomponent?icomponent auditor(Z &
S>TEREINTZZ L, KUmagnitude(FEEBDO KX X)& 7L — FEEREZICBWCHR LR ITH
E2R 57220,

Assumption of Responsibility

When the group auditor decides to assume responsibility for the work of a component auditor, no
reference to the component auditor is made in the auditor's report.

7 — TR N H3component auditord K L7 EERH L EOEEEZA D &0 ) HETE LIS A.
7 N— TR EEIZ IV Tcomponent auditoriZ 5 & L 720,

D. Emphasis-of-Matter and Other-Matter Paragraphs, Explanatory, Key Audit Matters,and Critical
Audit Matters Paragraphs

1.

2,

Emphasis-of-Matter Paragraphs (Nonissuer)
An emphasis-of-matter paragraph is included in the auditor's report when required by GAAS or at
the auditor's discretion. An emphasis-of-matter paragraph is used when referring to a matter that is
appropriately presented or disclosed in the financial statements and is of such importance that it is
fundamental to the users' understanding of the financial statements.
GAASIC & » TER SN DA E XA AN KIE &l L2554, A RS EICemphasis-of-
matter paragraph(GEFHFE XS0 IME N5, A FEX 1L, WHEHRICB O CRENCER S
NTWAEETIEH L, FIHEOBMEG D LER S HBEERFHICONW TS KT %G1 H
&hb, (ffl : Acceptable/Justified change in accounting principle)
a. Report Requirements
When an emphasis-of-matter paragraph is included in the auditor's report, the auditor should:
1. Use the heading "Emphasis of Matter" or other appropriate heading,
"Emphasis-of-Matter” £ 721X % DA 72 X F 7 Z 7 D& A4 MV EBET D
2. Describe the matter and the location of relevant disclosures, and
TP FHONEZFLH L, ZYFHICHT 2EROB R TON TV A AHET 5
3. State that the auditor's report is not modified with respect to the matter emphasized.
ZOWMPHFHEIZ L > TEBEADERNPED D bOTIERWERLHT D

Other-Matter Paragraphs (Nonissuer)
An other-matter paragraph is included in the auditor's report when required by GAAS or at the
auditor's discretion. Other-matter paragraphs refer to matters other than those presented or
disclosed in the financial statements that are relevant to the users' understanding of the audit, the
auditor's responsibilities, or the auditor's report.
GAASIZ L - CESRINDGE 70 I1TEE A LI L Lc 6, B & (Zother-matter
paragraph(Z O FEHX M)A IS D, 2 OMEHX T, MEHERICBOTHRIATHRN
FIET, FMHAEOHMELIGDLEN D HFHICOWTERTHIGLEIMEHIND,

© 2021DeVry/Becker Educational Development Corp. All rights reserved.
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a. Report Requirements
When an other-matter paragraph is included in the auditor's report, the auditor should:
1. Use the heading "Other Matter" or other appropriate heading, and
"Other-Matter” £ 7213 OEYI 27 77 7D F A bV EHRT D
2. Describe the matter and the location of relevant disclosures.
IR FHONE 2L L. Y FHICHET 2 EROMRAMTbA TV 25T aHET 5

Explanatory Paragraphs (Issuer)
An explanatory paragraph is included in the auditor’s report when required by PCAOB auditing
standards or at the auditor’s discretion. The inclusion of an explanatory paragraph in the auditor’s
report does not affect the auditor’s opinion.
PCAOBIZ L » TER SN 5 5A F I3 A AN SLE LW L2358 E . BEAREE ITexplanatory
paragraph &N 5, ZOFEIZ L > TEEANDERNEDLS O TIEAR,
* PCAOBIZHUEIZ 22\ 28, —fiAICopinion section D IR A S5,

Key Audit Matters (Nonissuers Only)
Key audit matters (KAMs) are those matters that were of most significance in the audit of the
financial statements of the current period. Such matters are selected from the matters
communicated with those charged with governance. Entities have the option of whether or not to
engage the auditor to communicate key audit matters but should consider the needs of the users of
the financial statements when making this determination.
B A MR OMGRERER B, RO EETH D Ll LI FHICHOW TR L THEI RETH
LW LA SN D,

a. Report Requirements
When the auditor is engaged to communicate key audit matters, the audit report should include:
1. A separate section of the auditor’s report with the heading “Key Audit Matters”; and
R T T T7DHA NLE“Key Audit Matters” & BFE 3%
2. A description of why the matter was considered to be of most significance and how the
matter was addressed.
KAMONE, Ik bEETH D & OHIWHIE 2 TORME, Bh Loxtini &2 T 2

If the auditor is engaged to communicate key audit matters, but determines, based on the facts and
circumstances of the audit, that there are no items to communicate, a statement to this effect should
be included in the auditor’s report under the subheading “Key Audit Matters.”

Critical Audit Matters (Issuers Only)
The auditor’s report for audits of issuers must include any critical audit matters (CAMs) arising from
the current period's audit of the financial statements, or state that the auditor determined that there
were no CAMs.
ATkt G issuer DA, CAMOGEHIIMNAER TH Y | BEANYZMOMBEHREE L &b
HETH D AW LI FHIZOWTHET 2

A critical audit matter is a matter that was communicated or required to be communicated to the
audit committee and that:

1. relates to accounts or disclosures that are material to the financial statements; and

2. involved especially challenging, subjective, or complex auditor judgment.

a. Report Requirements
For each CAM identified, the audit report should include:
1. ldentification of the CAM,;
CAMODKEE
2. Description of the principal considerations that led the auditor to determine that the matter
was a CAM;
RLEETHD & OHWIIED E TORME

© 2021 DeVry/Becker Educational Development Corp. All rights reserved.
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3. Description of how the CAM was addressed in the audit; and

B Eoxtit

4. Reference to the relevant financial statement accounts or disclosures.

B WA~ D2 M

6. Going Concern — fkfm 3%

a.

b.

C.

d.

The auditor is responsible for evaluating audit evidence to determine whether there is
"substantial doubt" that the client will be able to continue as a going concern for a
reasonable period (not to exceed one year from the date of the FS being audited). Note that
under International Standards on Auditing, the going concern period can exceed one year.

EBNTZ 74T > MRk LE LT, AEMNRWM (FASBTIX, financial

statements DFEATNDLIELIRN) | FEZMRBAETHD Z LI “HRREE BDHLINED

Nl 2 B/BEN D 5,

If substantial doubt exists, a separate section in the auditor's report with the heading
"Substantial Doubt About the Entity's Ability to Continue as a Going Concern" (nonissuer) or
explanatory paragraph (issuer) stating the auditor's concerns should be added to the auditor's
opinion. The words "substantial doubt" and "going concern" must be included. Note that
International Standards on Auditing use the term "significant doubt."
BERIRREFRIFIET D H5A . "Substantial Doubt About the Entity's Ability to Continue as a
Going Concern" (nonissuer) 7= iZexplanatory paragraph (issuer) Zi8/J1 L. “Substantial
doubt’ -"going concern’ L\ 5 7E% & CE AN D& ZHRET 5,

Conditions that may indicate a problem:
M 2R3 IR D & 2 KHE
(1) Financial difficulties.

apa

(2) Internal matters (e.g., work stoppages, labor difficulties).
WEER (Bl ; 2 F 71 %, H@5FH

(3) Negative financial trends.
FRB 72 B BB A - B

(4) External matters (e.g., legal proceedings, new legislation).

SRR (B ; ERIFHE, AFRRFRE. F LWV

The auditor should consider mitigating factors. Both intent and ability are required.
Z ORIEDERERIC DWW CEE L BB 2> b IRET T 5,

% LC. managementiZ X Anote DBARA 1+ TH > TH, managementd KL (plan) O FEhEiZ

& > Tgoing concern®EEENIIN S 5 L 13#%E 2 HL2WEA X, "Substantial Doubt About the
Entity's Ability to Continue as a Going Concern" (nonissuer) or explanatory paragraph (issuer)% fc
B9 5, DK "substantial doubt” :"Going Concern" &% 2 DD HFEE E DR TR S 78
VY, (management!Z & % note ® BARDI AR +-43 72356 1Xqualified opinion ¥ 7= {Xadverse opinion)

e.

If doubt is removed in a subsequent period, the going concern paragraph need not be
repeated.
BHALIREICBER ALY BTG, MBI B3 2503 v IR S 5 MBI,

1A-9
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7. Lack of Consistency — Justified (acceptable/justified change in accounting principle)
EEABFRET DMtk R

Consistency is implied in the auditor’s report. If a material change in GAAP has occurred

between periods and such change is justified, the auditor should add an emphasis-of-matter

paragraph to the auditor’s opinion describing the change and referring the reader to the note

describing the change in detail.

B AHRE E TG I T B ORHE Th 5, FENICCGAAPICEHEERZEENEI D, £D LD

REENELINTZGE, BENIEE LR L, FMICEE A5l LIcERR A st A RIS

RS2 mHFER Y M TR B,

8. Alert That Restricts the Use of the Auditor's Written Communication
EBENOXEIZLDaI 2= —T 3 VOFIBHIR

The auditor may be required by GAAS or may decide that it is necessary to include language in the
auditor's report (or other written communication) that restricts the use of the auditor's written
communication. In the auditor's report, such language is included in an other-matter paragraph.
GAASIZ ko TR SN D6, 30 LW L72hE, A NTEEREESE OO CEIC
L OEAENDOREXEOMEM 2 HIRT 2, BEEREZFIIBNT, 2O X5 REMAGIROXFIE, €D
Xy ICFER S D,
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GAAP Issues: Qualified or Adverse Opinion

The auditor uses professional judgment to determine whether to issue a qualified opinion or an adverse
opinion when audit evidence indicates that there is material misstatement of the financial statements.
MBERICEERERBLENZTENTVDEE, BEAANTEMZELE LToOHBNC LY, REMBEESER
ET DN RBEERR L T 2055,

Financial Statements lnelbitiy ?0. Obtain
are Materiall Sl
Materiality of Problem . y Appropriate Audit
Misstated ,
(GAAP Issues) EHETED
(GAAS Issues)
None or immaterial Unmodified Unmodified

——— e ——
Material but not e - i -
pervasive Ajahfled Oplnm Qualified Opinion
Material and pervasive Werse OpiW Disclaimer of Opinion

Qualified Opinion

RREMBEIER R

A qualified opinion should be expressed when the auditor concludes that misstatements, individually
or in the aggregate, are material but not pervasive to the financial statements.

JEAAFEHEY, RN E TR LT, EETIEH DM A IAFEICEIE L TV D S O TIERY &l
L7csa. REMEENRKI SN D,

2. Adverse Opinion

AHEERR
An adverse opinion should be expressed when the auditor concludes that misstatements, individually
or in the aggregate, are both material and pervasive to the financial statements.

FEAAFLHS . BN E TR LT, HEETH Y DDA AFIICEIE L TVD HDTH D L L
eHe. MEIEERAER SIS,

Form and Content of Auditor's Report
BEEREEOHRNLAR

Departure from GAAPIZ I % qualified opinion (FREMBEIEER)

<Nonissuer >

- Opinion paragraph# Qualified Opinion & # L, REMEIEER THDH Z L2 RKHT D,
+ Opinion paragraph®E.#% (ZBasis for Qualified Opinion paragraph% %!}, exception®#iiH %
9%, (< KeyAudit Matters sectionTiZ7a\ = & ITHE)

<lIssuer>
+ Opinion paragraph(Z 3\ Cqualified opinion% &4 %,
+ Opinion paragraph®E.1% (Zadditional paragraph (B:% ®headingld72 L) % % () CTexception®
MA%Z 3%, (< Critical Audit Matters section Cid7a = & (Z7ER)

¥ 72 Bbasis for opinion paragraph Tidexception23d 5 Z L IZ5 L EH A (Scope limitationlZ & %
qualified opinion & #72%)

1A-11
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Departure from GAAPIZ X % adverse opinion (REIEER)

<Nonissuer >

+ Opinion paragraph®{t1> ¥ [ZAdverse Opinion* #H L, BEAAEHTHL Z LE2ET,

+ Opinion paragraph®&.% |ZBasis for Adverse Opinion paragraph % 3%} Cexception D& %
T %,

- Key Audit Matters paragraphi3Z4 i < 5

<lIssuer>
- Opinion paragraphi(Z33\ > Cadverse opinion% &4 %,

+ Opinion paragraph® & % |Zadditional paragraph (Bt ®headingid7z L) % &%1J CTexception®
AT 5,

- Critical Audit Matters sectionlZ&lg S 5,

F. GAAS Issues: Qualified Opinion or Disclaimer

GAASEX : REMBERRLDL LITERTRH

The auditor uses professional judgment to determine whether to issue a qualified opinion or a disclaimer
of opinion due to a limitation on the scope of the audit. A scope limitation occurs when the auditor is
unable to obtain sufficient appropriate audit evidence to conclude that the financial statements are free of
material misstatement.

EAHAOHIRN S 554, BAEMNMIEMEE LTOHEIC LY, REMBEIERRLLE 42508 LREY
Lo EYlT 5, EEMMHOHRE X, MEBH#REARE L THEHEREBR RE G IRV LWV ) i
CE DD DOUE S RERFHLEINE T D Z LRV —2A &2 ),

Financial Statements Hisetelliny ?o' Obtain
are Materiall Sudicient
Materiality of Problem . y Appropriate Audit
Misstated Evidence
(GAAP Issues) (GAAS Issues)
None or immaterial Unmodified Unmodified

Material but not e . - -
pervasive Qualified Opinion ﬁallfled Oplnm
Material and pervasive Adverse Opinion %Iaimer of OpW

e

1. Qualified Opinion
REMBEERR
A qualified opinion due to a GAAS issue should be expressed when the auditor is unable to obtain
sufficient appropriate audit evidence on which to base an opinion and the auditor concludes that
the possible effects of any undetected misstatements could be material but not pervasive.
HARH ORI L 722 MBS AR 2 IR TE 3. £ OEAERHOHIRIC X 2 K% LOE
B OBTER BN EE CIEH DM BIEL TV D O TIERW & BEA ADSHI L7254,
FREMEERRAERI S ND,

2. Disclaimer of Opinion
BERARHA
A disclaimer of opinion should be expressed when the auditor is unable to obtain sufficient
appropriate audit evidence on which to base an opinion and the auditor concludes that the

© 2021 DeVry/Becker Educational Development Corp. All rights reserved.
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possible effects of any undetected misstatements could be both material and pervasive.

AR OIRE & 72 2 By R EEARHLZ N TE$, £ OEARFEOHIRIC X 2RI ROE
AL DBTER RN EE TEH Y DA BIEL TWD b D TED D L BA A L2 HE .
BRARHA LD,

3. Form and Content of the Auditor's Report
BEEREEOHBRL AL

Scope limitationiZ X 5 qualified opinion (REMBEEER)

<Nonissuer>
+ Opinion paragraph# Qualified Opinion = # L, [REM#EEERTHDH Z & 2KHAT 5,
+ Opinion paragraph®E.#% (ZBasis for Qualified Opinion paragraph% %!}, exception® i %
4%, (< _Key Audit Matters section TiZ7a\ = & IZHEE)

<lssuer>
+ Opinion paragraphi(Z 33\ C qualified opinion% #/H3 %,
+ Opinion paragraph® & % |Zadditional paragraph (Bt ®headingif72 L) % 3%1J CTexception®
P %345, (< Critical Audit Matters section TIZ72\ = & IZHER)
- Basis for opinion paragraphiZis\ T % FR, exception?3d 5 Z L IZ541 D

Scope limitationiZ X A disclaimer (BERAFEH)

<Nonissuer>
+ Opinion paragraph®{{> ¥ |ZDisclaimer of Opinion* L, BERAEXHATHH Z LEHKT,
- Opinion paragraph®f.#% (ZBasis for Disclaimer of Opinion paragraph % % (7 Cexception D}
HE 342,
- Key Audit Matters paragraph/ZAH#g S %
- Auditor's responsibility paragraph#{&1E9 2%,

<lIssuer>
- Opinion paragraph(Z 33\ Tdisclaimer of opinion% &4 %,
+ Opinion paragraph®E.f% (Zadditional paragraph (B:% ®headingl72 L) % &% () CTexception®
sz T 5,
+ Critical Audit Matters section| 3 = 5.

1A-13
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Il. COMPARATIVE FINANCIAL STATEMENTS (bR 5a%%
Multiple periods are presented in the financial statements.

A. Change in Opinion - ER.NERE
A prior opinion may be changed. The auditor should update (i.e., either reaffirm or change)
the opinion on any previously issued flnanC|aI statement shown in comparative statements.
FIEOFIIEE SN D RN & 5, BEENMILBRMEHER TR OB R L EHT 5,
2. If the updated opinion differs from the previous opinion, the auditor should disclose the
reason(s) in an emphasis-of-matter or other-matter paragraph that discloses the following:
EHSNEERPAEIEOER S B2 56, MIHFEX S CLUT oMM 2 xR L g

VAN

a. Date of the previous auditor's report.
HiEIHREED B+

b. Opinion type previously issued.
RIEIAR SN B ROEE

c. Reason for the prior opinion.
HiE DR ROEH

d. Changes that have occurred.
RAELEEREE

e. Statement that "opinion... is different.
BERMSHIEE £722 &5k

B. Different Opinions 272 38R
Some comparative reports will have different opinions for each year presented. Depending upon
the situation, the appropriate paragraphs will be modified.
R HIFE L IR BREAHTHERH 5, WG LY, BURKSMELESND,

C. Predecessor's Report Not Presented BifEEETE A DREENFR INRWVES

The successor auditor should express an opinion on the current period financial statements only

and indicate in an other-matter paragraph (nonissuer) or explanatory paragraph (issuer):

BT A N iXan other-matter paragraph (nonissuer) / explanatory paragraph (issuer) CLA T &/~ &

RIFIUTZR B 720,

1. That the financial statements of the prior period were audited by a predecessor auditor.
AEEE AT OME#EREZEE L2 L,

2. The type of opinion expressed and, if the opinion was modified, the reasons for the
modification.
KASh7BEROBE., $BANEEERERR TR o72RE. TOHH

3. The nature of any emphasis-of-matter or other-matter, or explanatory paragraph included in
the predecessor auditor's report.
BAFENITE OMFE TR S I AR

4. The date of the predecessor auditor's report.

FMEREADEEREEZD H

D. Predecessor's Report Presented FI{EEE ADHREENK TR EINBEHEE
A predecessor auditor can reissue his/her report, but prior to reissuance, he/she should:
BMERE A NIERTRIEEE OREELHRIT T 256, BRITICEYL, D FEFEM L RThIERE
AN
1. Read the statements for the current period.
S W OB R L il
2. Compare the statements audited with the current period statements.
B & & OB ER 2 T 5
3. Obtain a letter of representation from the successor, to ascertain if anything material
was found.

BRI B BOEE 2R L, BT L FHN 2V AHERR

1A-14
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Obtain a letter of representation from management regarding whether their
prior letter of representation needs to be modified.
TRE O BR E 2 B L. AN L2 BUR EO RS FRICEE N LE TR
N L T R
Date the report as appropriate:
Unrevised: Use the original report date in any reissue of a previous report,
because the predecessor auditor has limited knowledge of the former client's
current status.
BELRWEE « iEEE NEISHOBIRIC OV TR SN IEW LRz
ZLlnb, HFEOHEEREERITROBREEINZENT 2,
Revised: Dual date is used in the event that the predecessor auditor revises the
report.
EEFT L6 fiEREAEADBEARSELEL L ZFRII OV TESFEORE
TAHMZ, ZOMOFRRITOWTIRIFEOBEERE ZORELT A Z A L.,
dual date & 3" %,

© 2021DeVry/Becker Educational Development Corp. All rights reserved.
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lll. OTHER ITEMS Z it
(7) Subsequent Events — #3554

@ A subsequent event occurs between the balance sheet date and the date the financial
statement are issued. Subsequent events may require either adjustment to the financial
statement or additional disclosure. Subsequent events are divided into two categories.
HIREG L ITRMERREKRO A L MBHEROFEITAOMICHE LEREGEZ VD, BEFES
EHBHERICK L TEED 2 WVITBMORRDO 8 LB NETH D, BFEFGITITLLT
D2ODHT AV —db D,

1. Recognized event — Condition existing on or before the balance sheet date;
usually requires adjustment to the financial statement.
EIERIEFL
BRFELEGIEEZ LRRERR, FEXRERO B H 2T 2 ERNCAFE L
TWHIRKE ; MBERDEENSLEL R D,

2. Nonrecognized event — Condition existing after the balance sheet date; usually
requires disclosure, but no financial statement adjustment.

PRI G
“EFES G SE I LRERAS, BESRED [ ORICHFEL T HIRE ; ME
ROEETERL, FRAROLND,

@  The auditor has an active responsibility to investigate subsequent events during the
period from the balance sheet date to the date of the auditor's report. Responsibilities
include:

B NITEEXRE O B A 6 EAREE O H £ TOMMITK T 2 %58 F LR 70 5
End s, TOELITIIUTREEND,
1. ReV|eW|ng post balance sheet transactions.
B RE R M UZOBE DL B a—
2. Obtalnmg a representation letter from management.
8 RS O TUA
c. Inqumng.
B
d. Reading the minutes of stockholder, director, and other committee meetings.
HIRE, Bfiks. ToMmEEROHFRETL I L
e. Examining the latest avallable interim statements.

TFUZA DI O PSS EOREA

3. The auditor has no active responsibility after the date of the auditor's report, but cannot
ignore information coming to his/her attention. If subsequent events result in adjustments or
disclosures that are made after the original date of the auditor's report, the auditor may dual
date the report to extend responsibility only for the particular subsequent event.
EANTEAREEO B RIS U BRI OV THEBN R BEZ/DRVA, [A-D
WIEEREZER 5 Z LTy, BAREEO A RIS AL SN REFRPMBER
WEERCHRZ b2 b6, BEENFTERFRIIOVWTOLELEEZAD LT5 _EHAML
THIENTED,

B. Subsequent Discovery of Facts After the Report Release Date

EERETEORITARICHER L-HH

1. If the auditor becomes aware of material information after the report's issuance and knows
persons are currently relying or likely to rely on the financial statements, the auditor should
advise the client to immediately disclose the information and its impact on the financial

1A-16
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statement.

BB ADEARE EORITRICEERERICRT X, BUEZOMGHERICKLL THDEH500
ITEML LS5 E L TWABADRNDEDEF > TWAEIEE, BEENEZTEHIZZEDBEHROBR &M
BB~ BERRT D527 74T 2 MTBE LARTHIER S 220,

P g

. If the financial impact cannot be timely ascertained, notification should be made that the
financial statement cannot be relied upon.
BRI B IR ICIET 2 2 LR TERWEES, MEERICEKL T2 Li3TeEhniss

o=

BETRETH D,

. The auditor must be satisfied with the client's action; if not, the auditor should notify the Board of
Directors and the client that the audit report cannot be associated with the financial statement. The
auditor would also need to notify any regulatory agencies and any persons known to be relying on
the statements and report.

FREER. 7 74T v bOJHER o TRWE A L6, BENTEREEE 7 747 v
MIEEREHIIED TH D LM T 5 0ERDH S, BERNTECEEETOMGHER L EA
HBEITEILL TWD AL ICZ DOk & @Mt 2 0ERH 5,

1A-17
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IV. Reporting on Other Information Z DfEFRD LR—F ¢ 7

A. Other Information in Documents Containing Audited Financial Statements
HEXEFECBWTEERAMERER L LRI D ZoMmiFR
1. The auditor must read the information and should try to resolve any material inconsistencies or
material misstatements of fact directly with the client.
BEANIZOBEREFRERTNERE T, FLEELRNESGLEMBLEAFE LI NHEITE. 20
FRRIZBE D 22T FUTTR B 720,
2. The auditor may issue a disclaimer of opinion, or may be engaged to express an opinion on such

information.
EAANT “FOMBR ICH LU, BAAERHALTI0, FLEEREHEITIORNERESZ 0
TE 5,

B. Reporting on Supplementary Information in Relation to the Financial Statements as a Whole
HWREH~DLVR—T 47

1. An auditor may be engaged to report on supplementary information in relation to the financial
statements as a whole. The auditor has two objectives in such engagements:

ﬁ’“ﬁ)\ T BRI oM R ERICEREW 2T IR /S LN TE D, 2O LI 27K

WCBWTIHLL T O2oMNHIE L 72 B,

a. to evaluate the presentation of the supplementary information in relation to the financial
statements as a whole; and
MBRER BT DR RORTRETFMT 52 &

b. to report whether the supplementary information is fairly stated, in all material respects, in relation
to the financial statements as a whole.
BRI T 2 MENR?, RTOEERFICTBEBWT, BEIIRRINTNDINE I M
OWTEREHZIT) 2 &

2. The auditor's report on the supplementary information may either be presented as a separate section
with the heading "Supplementary Information" (nonissuer) or as an additional paragraph (issuer) in the
auditor's report on the financial statements or in a separate report.
ﬁ}ihﬁ& x5 B R EBIX. "Supplementary Information” & #8925 B¢ ¥% (nonissuer) /% Ol FIH[X

4y (issuer) 32T CRtdli 35, b LIFMDO VAR — MIEBWTREHT H LWV IHI20D0FHERH 5,

C. Required Supplementary Information
(FASBZ ENDBAREEREND) MEFHR~DVR—FT 47
1. Limited procedures should be performed. The auditor's report on the financial statements should
include a separate section related to the required supplementary information. An opinion is permitted
but not required.

» HFEFE Daudit procedures & Ffifi L, MR Ik 5 B #4551 "Required Supplementary
Information” & 9~ % Et¥% (nonissuer) /& O FIEX Sy (issuer) # 7% Citdi T2, BREZHITRD
HNBRVHBEHLTHRY,

1A-18
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MULTIPLE-CHOICEQUESTIONS

QUESTION1

When qualifying an opinion due to an inability to obtain sufficient appropriate audit evidence, an auditor of a
nonissuer should include the reasons for that inability to obtain sufficient information in:

Management’s Basis for
Responsibility Qualified Opinion
Section Section

1. No No

2. Yes No

3. Yes Yes

4. No Yes

QUESTION2

The predecessor auditor, who is satisfied after properly communicating with the successor auditor, has
reissued a report because the audit client desires comparative financial statements. The predecessor auditor's
report should make:

Reference to the report of the successor auditor only in the scope paragraph.

Reference to the work of the successor auditor in the scope and opinion paragraphs.

Reference to both the work and the report of the successor auditor only in the opinion paragraph.
No reference to the report or the work of the successor auditor.

Pobd=

QUESTIONS3

A client acquired 25% of its outstanding capital stock after year-end but prior to the date of the auditor's
report. The auditor should:

Advise management to adjust the balance sheet to reflect the acquisition.

Issue pro forma financial statements giving effect to the acquisition as if it had occurred at year-end.
Advise management to disclose the acquisition in the notes to the financial statements.

Disclose the acquisition in the opinion paragraph of the auditor's report.

hroOb =

1A-19
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<SOLUTION>

Question 1 Explanation
Choice "4" is correct.
When a qualified opinion results from an inability to obtain sufficient appropriate audit evidence, the situation
should be described in a basis for qualified opinion section following the qualified opinion section and should be
referred to in the qualified opinion section. The scope limitation is not mentioned in the management's
responsibility paragraph.
Choice "1", “2”, "3" are incorrect, per the above explanation.

Question 2 Explanation
Choice 4 is correct.

The predecessor auditor should not refer in the reissued report to the report or work of the successor auditor.

Choices 1, 2, and 3 are incorrect because the predecessor auditor should not refer in the reissued report to the
report or work of the successor auditor.

Question 3 Explanation
Choice 3 is correct.

The acquisition provided evidence of a condition which came into existence after year-end and therefore the
proper accounting approach would be note disclosure rather than adjustment.

Choice 1 is incorrect because adjustments are only appropriate for subsequent events which provide evidence
that the condition was in existence at year-end

Choice 2 is incorrect because the auditor does not issue financial statements for the client.

Choice 4 is incorrect because the opinion paragraph of the report need not be modified. The auditor might
choose to add an explanatory paragraph emphasizing the matter, but is not required to do so.

1A-20
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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATION 1: Audit Opinion

Audit Opinion | Authoritative Literature | Help |

A manager is explaining to a staff auditor how various situations might affect the audit opinion. For each of the following
scenarios, identify the appropriate reporting option by double-clicking on a shaded cell and selecting the appropriate option
from the list provided. Assume that any financial statement effect is material and that U.S. auditing standards are followed.

1. The scope of the auditor's examination is affected by conditions that preclude the application of
a necessary auditing procedure.

2. The auditor decides to make reference to the report of a component auditor as a basis, in part,
for expressing an opinion on group financial statements.

3. The company changed its method of accounting for long-term construction contracts, but
management was justified in making the change. The new method is acceptable under GAAP, and
the change was accounted for prospectively.

4. Doubt about the company's ability to continue as a going concern is not fully disclosed in the
notes to the financial statements.

5. The financial statements are subject to an uncertainty that will likely result in a material loss.
Management has been unable to estimate the amount of potential loss, but has properly disclosed
the details of the situation.

6. The company changed its method of valuing inventory, but management did not have
appropriate justification for the change. The change had a material but not pervasive effect on the
financial statements and is properly disclosed.

7. A predecessor auditor's unmodified opinion for a prior year's report on comparative financial
statements is not presented.

8. Required supplementary information is omitted from the financial statements of an issuer.

Unmodified opinion

Unmodified opinion with emphasis-
of-matter paragraph

Unmodified opinion with other-matter
paragraph

Unmaodified opinion with an
explanatory paragraph

Qualified opinion

Qualified opinion or adverse opinion
Qualified opinion or disclaimer of
opinion

Adverse opinion

Disclaimer of opinion

Adverse opinion or disclaimer of
opinion

1A-21
© 2021DeVry/Becker Educational Development Corp. All rights reserved.



2022 Edition — Auditing Final Review

TASK-BASEDSIMULATIONS

TASK - BASED SIMULATION 1: Audit Opinion

% Audit Opinion lAuthoritative Literature | Help |

YHR VX —CHILEBNNAY v 7 OER N2 RN EER RIS )BT 0EHA L TCnET, IToT T
YA ZNFIUCK L, @R ME AR L SV, REORAEXL T Y v L, #8805 U R b5t 78R
EBER L2 S, RTOMBHE~OFEBIEER LD TH Y USEELHEICHE > TVND EIE LR SV,

1. EAEADSSE LT D EEFHROEH OHPHNHIRE D,

2. BENIIN—TMBH#EE~OBEREZFRWAT HBZ, component auditord i EIZE KT
%o

3. EITRMERBOIT L TRFMBEIAET L, v 2P A Y MIZOEERIEY TH HARIL
ZHRARLTVD, HTLORFHLEIIGAAPD b L T ANLN D LD TH D, ZHITEEITH -
TEESNR)->T2,

4. DFEONGERE B 2 BERITM B R OUR CRAICHR STV,

5. MBHEIIRMELELZEATEY . ZTNEEERARE LZLTLEDbND, v R AL b
IXETER 7R R AR D 5 Z L3 TERVD, SRR O E) 22 B R 24T > T b,

6. REIIMERFEMOBFHABAZZLEE Lz, LnL~ RV Ay MIEFIZAT 20 7Bl f % ik
RTWARV, BEEEER SO TH 2 BMBHEEER~EEL TIB 6T, MU ME#HK TH
RENT,

7. BEEEEAIC X o CHIEEH S 72 S IEE EE R oM FIT B BRIV TR S
nTngny,

8. M EOMEHFITLERMRE WA I TR,

A5 TF 3 1 5

S X 5y (emphasis-of-matter) -
SIS IE 0 1E AL

Z DA XSy A A IE S 1E L
5RH X 53 (explanatory paragraph)f:f
IS TF 308 1F 5L

o 7 A3 1 L

o A3 1 S SR I R B
R A i 1E R R AR
AR IE R

BRARY

A IEE R ULE RARY

|
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<RE - FERR>

Questions

Answers

The scope of the auditor's examination is affected by
conditions that preclude the application of a necessary
auditing procedure.

AP OBIRIC L > TR EREE TR L EETX 2o
77

Qualified opinion or disclaimer of

opinion

WL B i O3 F 23R AT RE 7 45
a. REMEEERD 2 WILER
AR LD,

The auditor decides to make reference to the report of a
component auditor as a basis, in part, for expressing an
opinion on group financial statements.

EESYN i?/b~7ﬂﬂti”%ug‘?§“@m /u%i‘%%a—é%‘ (N
component auditor DHEIZONTE KT 5,

Unmodified opinion

WEA%EE% AT GG, BEAA
T ZOBEMEO B ETLHT
Do

The company changed its method of accounting for long-term
construction contracts, but management was justified in
making the change. The new method is acceptable under
GAAP, and the change was accounted for prospectively.

BRI E AR L TR UHEAEERL, v~k T A
MIZOEFERIESLTHARPER R LTS, HLWEEH
SLFRIL GAAP Db L ZIF AN OLND LD TH D, LHILFFk
WZbhl--o T ST,

Qualified opinion or adverse opinion
SRR OZE T X 2 B2
BT - T (retroactively) EIE L 71,6
T 6780,

Doubt about the company's ability to continue as a going
concern is not fully disclosed in the notes to the financial
statements.

W DHkFERE BT 2 B IX MBS RE R D1 RS Cre I BR

SN TRV,

Qualified opinion or adverse opinion

A3 D 3k e 1 (T B 9 B e K

M eER O TR 8 BiR
SN TV RRWIGE, BREMEEIER R
FEEIAWEZTRE 2D

The financial statements are subject to an uncertainty that
will likely result in a material loss. Management has been
unable to estimate the amount of potential loss, but has
properly disclosed the details of the situation.

MBHRIITHEFEEEZEATEY, ZHIFERRELEE LT
Ly lEbng, v~X YAy MIBEMRBEREZ REL 5
TENTERVD, FEM2R OB 2R E21T > T D,

Unmodified opinion

WIEMHRIEATREETH Y . T
WEARFRETH D, Y70 JLER 3B
RDBEIRD, YRV AL METZ
DRWE BB R L TWD T
O, ST EE RN EY TH
Do
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. L Qualified opinion
The company changed its method of valuing inventory, but < FZ VA FOEE SN

management did not have appropriate justification for the w N
change. The change had a material but not pervasive effect RIEYZ2BEHPAELTWND D
on the financial statements and is properly disclosed. T. GAAPI L Dl & 72 5,

6 GAAP» b DRFLITEE 2 & DT
GREIEEHROSFH UL LEE L, LALYRV AL | DD, MEH#RERICITEE
FERITHT D@ BB 2R~ TRy, EFEIFEERS | LB, Z0%A TR ERH
DTHDBMBHREEANBIEL TR O BINHESE | txpm 4z

KTHRENT, - ’

Unmodified opinion with other-matter
A predecessor auditor's unmodified opinion for a prior year's paragraph

report on comparative financial statements is not presented. | JEEBAB R IOV T, BIEOREAA
I K DATMFEE OWREENB R IR
’ AR AT & o TR RAT & N7 SME IR IE B L D %Qféigf%fﬁﬁgui?mz
AR B 1 50 TR ST LR, AEIRINL BHEREAG R0

TRiHT %,
Unmodified opinion with an explanatory
Required supplementary information is omitted from the paragrapp .
financial statements of an issuer. DA VA G N AV A GAVANAY
8 B BFAKAYICTINT Z ORBLE L

LR OME SR BB A TR S T, | D P
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TASK - BASED SIMULATION 2: Review Notes

IAuthoritative Literature | Help |

Charles, CPA, is the group auditor for the consolidated financial statements of Raleigh Industries and all but two of its
subsidiaries for the years ended December 31, Year 1, and December 31, Year 2. Tyler is the staff accountant assigned
to the Raleigh engagement.

Charles expressed a qualified opinion on the Year 1 financial statements because Raleigh capitalized certain research and
development expenditures that should have been expensed, but Raleigh has corrected this error in Year 2. The Year 1
financial statements have been appropriately restated, and an unmodified opinion is currently being expressed on both
sets of financial statements.

Karl & Karla, CPAs, is the component auditor that audited the financial statements of Newton, Inc., and of Capricorn
Consulting, both of which are consolidated subsidiaries of Raleigh. Charles has decided not to assume responsibility for
the work of Karl & Karla with respect to the Newton engagement, but will assume responsibility for the work of Karl & Karla
with respect to the Capricorn job.

Raleigh is currently being investigated for possible securities law violations. This is adequately disclosed in the notes to the
consolidated financial statements, but the ultimate outcome of these matters cannot presently be determined. Therefore, no
provision for any liability that may result has been recorded.

Raleigh experienced a net loss in Year 2 and is currently in default under substantially all of its debt agreements.
Management's plans in regard to these matters are adequately disclosed, although no financial statement adjustments
have been made. These matters raise substantial doubt about Raleigh’s ability to continue as a going concern.

Charles reviewed Tyler's draft of the auditor’s report and indicated in his review notes that there were several deficiencies in
the report. Based only on the review notes, select those items which Charles has correctly identified as deficiencies in the
report by clicking the box beside the appropriate options. Select all that apply.

[0 1. The reference to the subsidiary, Newton, and the magnitude of its financial statements should be in the Opinion
paragraph rather than in the Auditor's Responsibility paragraph.

0 2. The component auditors, Karl & Karla, should be named in the auditor’s report.

[1 3. The reference in the Responsibilities of management for the Financial Statements section to "financial
statements that are free from material misstatement" should be followed by the phrase, "whether due to fraud or
error."

[J 4. There should be a reference in the Auditor's Responsibilities for the Audit of the Financial Statements section to
evaluating "significant accounting estimates made by management."

. e reference in the Auditor's Responsibilities for the Audit of the Financial Statements section to "assessing
5.  The ref in the Auditor's R ibilities for the Audit of the Fi ial Stat t: tion to " i
fraud risk" is inappropriate and should be omitted from the report.

[ 6. The Auditor's Responsibilities for the Audit of the Financial Statements section should include a reference to
"evaluating the overall presentation" of the "financial statements."

[0 7. Anemphasis-of-matter paragraph describing the investigation into possible violations of securities laws is
required to be placed between the Opinion and Auditor's Responsibilities for the Audit of the Financial
Statements section.

(continued)
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(continued)

[ 8. The reference to qualified opinion on the Year 1 financial statements should be in the other-matter
paragraph rather than in the Basis for Opinion section.

a

9. The reference to the component auditor in the Opinion section is incomplete. It should specifically include
the words "unqualified opinion" to describe the type of opinion expressed by Karl & Karla.

0 10. The “Substantial Doubt About the Entity's Ability to Continue as a Going Concern" section does not include
the terms "substantial doubt" and "going concern." These terms are required to be used in this paragraph
under these circumstances.
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TASK - BASED SIMULATION 2: Review Notes

| Authoritative Literature | Help |

Charles 1320 1-£&4L % Fx < Raleigh ¢ Year1, Year 2\Z%i4 % ik %544 2 B4 L T\ % Group auditor TH 5,
Staff accountant Td» % Tyler 28 Z OIKNCFLE S 7z,

Charles I3 Year1 DM E#ERIC W CIREMNTEIEE A2 £ L7z, 72872 51% Raleigh 138 MG L& b~ & #F5EH
R 2 EHEMEIZE E LT, fH L, Raleigh|ZZ @itV % Year2IlZfEIE L T\ 5, Yearl DM KR ITHEUNCET
ESH, W OMBHERIZ OV TEEIXEE B EERARIEhTn5,

CPA @ Karl & Karla (% Component Auditor ¢ Newton, Inc. & Capricorn Consulting, DGR #BA L=, Z D2%:
1% Raleigh Diifh 724 TH %, Charles I3 Newton DK EI LTIk Karl & Karla 3T o el & EB O BT 2 A D
FRNZ L AP D TZA, Capricorn DEAICE L TEEZHE D LT,

Raleigh |Z8I/E, FERESIEER O AREME THIA L 2T TV 5, ZOHTEFIWE#ER CHEHUICHTREN TV
BAHEFERND E D RDTEIHW CERY, LR > T, ZOAMICKHT 551415 ELTunieny,

Raleigh iZ Year2|ZHIB I Y . BIfE, FEEEASOLETRIIWRBITORIETH D, Z ORI O N TRERE
OFFEITHEENCBI R ENTVD R, MEZBRICEEIZMAZ TV, EERRTOFET Raleigh DA E Ok
WCOWTHEDRERH D Z L ERLTWVD,

Charles I% Tyler DEARED FHEZ L Ea—L, @EFHICH W OO %455 L7, Charles 23 #&EEHD
ML LTHRE L2 CTh A H BB Z BN LB S0,

1. F=HTH D Newton ~DF K & Z OMBFEROEEMEITEENDOTEX S TERIBEBRKIITANLNE TH
2

2. Component Auditor Td % Karl & Karla iZoW T, BEA#EETARNZLHTINETH D,

3. MEHFDOELXSOMEHHERICEELEARITII RV OLFITITFRY CRETHITER T 5780 ) UF &fe)
LRETHD,

4. EHEANOEERDICEWNT, FARBERENDEEHICL2HER AL 0V OHE~OF R EZRLRT & TH

o

5. HEHADEEXZORIEY AZ OFI"~DFRIFREI THY | EENOHIRIN L& TH D,
6. EBADEHMEKZICEN T, “BIEOMBHRDOB RO ICERTETHD,

7. GERREER O FHEVEICH T D A 2 LR T 2 M EEHK S & B S EEEAOEER S OMICERET & TH
Do
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TASK - BASED SIMULATION 2: ReviewNotes

Year1 DA BRI OV T ORE#EEE LIS 55 KITZ OMOFERX S TIEie < EADRIKSIZAN S RET
H5,

BRI TOMDEAEN~DERIIRTETH D, “BEEBERER LV XF 2 AT Karl & Karla 2 k> TilR~5
NEBEROMBEEED D NETHD,

10. “Mkfe¥ s L CERT DHENIZ OV TOREER “X53IC “substantial doubt” & “going concern” 5 &
R, b G

A AT
FEIXZEO LD RRUR D DB AR ORGTHHAT L Z ENRDLND,
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<PRE - fRDL>

Questions

Answers

The reference to the subsidiary, Newton, and the magnitude of its financial
statements should be in the Opinion paragraph rather than in the Auditor's
Responsibility paragraph.

T2t ThH D Newton ~D 5 e & £ DMBRER O BEMEITHAE AN OEIEX
HTERSERRFICANDRETH D,

IE LV, Group auditor 3EAT
e~y TR DA/l e SE2 s N
WTOEK EZEDEEBIZON
TIFEBARSIZTTIRE,

The component auditors, Karl & Karla, should be named in the auditor's
report.

Component Auditor T& % Karl & Karla I oW\ Cid, EAREETHRTE
T oREThH D,

72 Y , Component auditor ®
K4 OABIZIEAR N OFF IR
VETHY, FltoREFE
IR T O MNER D
%)

o

The reference in the Responsibilities of management for the Financial
Statements section to "financial statements that are free from material
misstatement” should be followed by the phrase, "whether due to fraud or
error."

TR E DEALR S O MG RICEBR R MBI RIIRVOLFITIT YR
RETHICERT "L NI LEERITHARETH D,

E LV, fEFLSCEDFLE D M
=,

There should be a reference in the Auditor's Responsibilities for the Audit of
the Financial Statements section to evaluating "significant accounting
estimates made by management."

ELW, EEHFICLLERER
FRD ] 0D ICENEAAN

DEEXS TRt SN 5~
BAEADEHERNCIN T, BRSER S REFIC L s BEARRAMG | o
DOFE~DE R EZ LT RETH D,
The reference in the Auditor's Responsibilities for the Audit of the Financial
Statements section to "assessing fraud risk" is inappropriate and should be ELW [RIEY 27 O
o L}

omitted from the report.

EBEANDEMEXGDRIEY 27 OFHE"~DF KIINEI TH Y #E#E
MPHHIFRENDRETH D,

fli) &9 CE s
AN

The Auditor's Responsibilities for the Audit of the Financial Statements
section should include a reference to "evaluating the overall presentation”
of the "financial statements."

BAENDOEEXNTEBNT, “2EROMEBFEROBROFE" S E kT~ &
THhod,

ELVY,
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An emphasis-of-matter paragraph describing the investigation into possible
violations of securities laws is required to be placed between the Opinion
and Auditor's Responsibilities for the Audit of the Financial Statements
section.

Bl
it o

7747 ME FIS @ notes

7
ICHEE R BREZIT > TWDHD
. SR " . e B . e . S REAR S ICE s
TSR O B R 5 I 5 Rk 5 R iy 2, Bk e | O BMERRICTERT 5L
B ADTRER Y OMICRES <% Th 5. EERAN
The reference to qualified opinion on the Year 1 financial statements
should be in the other-matter paragraph rather than in the Basis for Opinion 28 1) Qualified opinion on
section. Sy
. the Year1 i3, EROBILX Sy
IR EINDERETH D,
Year1 DM ROV TOREMHEIER RIS 55 KITE L ORILX
TR L EOMOFHEXZIZANDLRETH D,
The reference to the component auditor in the Opinion section is
incomplete. It should specifically include the words "unqualified opinion" to
describe the type of opinion expressed by Karl & Karla. FEAN Component auditor
. 2 > TR SN R A ]
_ M RAPA A AN AN
BRAKS TOMOEEA~DSERRIARELTHS, WEEHESZR L | "
IXEEANT Karl & Karla i & > TSN EAOREEE G 5 &
Thd,
The “Substantial Doubt About the Entity's Ability to Continue as a Going
Concern" section does not include the terms "substantial doubt" and "going
concern. These terms are required to be used in this paragraph under E LU, going concerniz o>
these circumstances. A . Y
10 T IZ & 7 "substantial doubt
L "going concern” M & & & W
UL L LR T DRSOV T DR “K43 I substantial doubt” | D UERDH D,
L “going concern”\» 9 HFEZ & A TV, TS HFETEO L 5 720k
BoHLHECZORSTHEMT L2 ZLnkwbhs,
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T@SK-BASEDSIMULATION3:SubsequentEvents

Subsequent Even!s]AuthoriIative Literaturel Help I

On February 12, Year 3, an auditor issued an unmodified audit report on a client's comparative financial statements for
the years ended December 31, Year 1, and December 31, Year 2. The financial statements were issued on February 28.
A number of independent situations related to the engagement are described below. For each situation listed, identify
the auditor’s responsibility in Column A and the proper effect on the auditor’s report in Column B. Assume that the client
declined to make any additional changes to the financial statements.

1. On February 10, Year 3, the auditor discovered that a material receivable included in the
December 31, Year 2 financial statements was worthless due to the deteriorating
financial condition of one of the client's customers. The client did not adjust the financial
statements for this occurrence, but fully disclosed the matter in the notes to the financial
statements.

2. On February 23, Year 3, the auditor became aware of information leading him to believe
that the client's investment in marketable securities was materially overstated in the
December 31, Year 2 balance sheet.

3. On February 11, Year 3, the auditor discovered that, due to a computer failure, all records
regarding the payment of invoices for the week of December 8 had been lost. Several
material payments were made during this week. The auditor was unable to perform
acceptable alternative procedures and was unsure whether the payments had been
properly recorded.

4. On January 14, Year 3, the auditor discovered that for a number of securities held in the
client's investment portfolio, the quoted market prices had materially changed since
December 31, Year 2. The client had not adjusted the financial statements for this
occurrence, nor had any disclosure of these changes been included in the notes to the
financial statements.

5. OnJanuary 3, Year 3, the auditor discovered that the financial statements had been
materially misstated due to a pervasive scheme involving fraud at the highest levels of
management.

6. On February 20, Year 3, during an internal quality control review, it was discovered that
the auditor had not made any inquiries or performed any auditing procedures after
February 12, Year 3.

7. On February 27, Year 3, during an internal quality control review, it was discovered that
the staff accountant on the job never actually mailed any receivables confirmations, but
simply assumed that receivables were fairly stated. However, all outstanding receivables
at year-end were paid within 30 days, and material cash receipts subsequent to year-
end were audited and traced to the receivables worksheet as part of the audit of cash.

8. On February 4, Year 3, the auditor discovered that the client was the defendant in a
product liability lawsuit. The client's management asserted its innocence, and its
attorney agreed with this assessment. However, the attorney also noted that it would
be significantly less costly to settle out of court than to proceed to trial, and the
client's management was likely to follow the advice of counsel. Settlement costs
could not be reasonably estimated at that time, but they were likely to be material.
The client had not accrued this cost or made mention of this matter in its financial
statements, as it did not wish to give an appearance of guilt in any way.

9. OnJanuary 19, Year 3, the auditor became aware that the client was recalling one
of its products due to a design defect that posed a potential safety hazard. The
potential cost of the recall program was material and could be estimated with a
reasonable degree of precision. The client had accrued this cost in its financial
statements.
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investigate

adjusted

The auditor has a responsibility to investigate

The auditor has no active responsibility to

The auditor has no active responsibility to
investigate, but should consider whether the
financial statements or disclosures should be

oK | Cancel I

The unmodified opinion issued was appropriate

The unmodified opinion issued was inappropriate;
the auditor should have issued a qualified or
adverse opinion

The unmodified opinion issued was inappropriate;
the auditor should have issued a qualified or
disclaimer of opinion

The unmodified opinion issued was inappropriate;
the auditor should have issued a disclaimer of
opinion

The unmodified opinion issued was inappropriate;
the auditor should not have been associated with
these financial statements

(074 | |Cancel|
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TASK - BASED SIMULATION3:SubsequentEvents

Subsequent Events IAuthoritative Li0erature| Help I

Year 3FE2 H12B @ BHAHZ T, B AL Year14E12 31 B T OFEE & Year2 F12 A3 AR T OFEED V7 T4 7 b Dk
R ICIEE IR IEER & T 2BEAREELRIT Lic, MBRERIT2ZA28HIZRITSNz, FERIORWBRLLFICFHE S
TW5b, VA NMIHDLIZENENDORIIZONT, AFNICEBENDOETE, BINEERE~ORBEZRELRIN, 774
TV MIMBHERICEMNOER 2T 5 2 LA IER LI L ET D Z &,

1. Year34:2H 100, BEAANIXYear2fFOMBHERICEEN TV EHERFEDTHME 87 T
AT > FOEBIEO ORI L VEO /N L 2R LT, 7294 T >
MIZDOHEFIZOWTHBHERLZIEIE L2208, MEi#EROERL (Notes) TH
SRR EIT o T,

2. Year3#:2H23H., EiENIZ7 74 7 > N OFMRER~DOEE 23 Year24:12 A 31 H O
MR THE LA LENTZ LHETDICELHRERR LT,

3. Year3®E2H1MH, BBEANZa v Pa—X—0EEIZLY . 12H8H OB FHRED LW
W L2 TomENR Kb Z L 2% A Lz, OB OB H -T2,
EHENINBETEL LTCROONIHOFNEEITH Z N TEP, ORI HEYIC RS
NIZE WO HEESGD Z EBHEKRI ST,

4. Year3tF1A14H, BEHENIZZ FA4 7 > FOFER— 7 1 U FI2H HHMEEFRICHON
T. Year2F12A3M AN LIS G S E LS BEboTWeZ L &R L, 7747
v MEZOHBERIZOWTMB R ZEIESET., WEHEOME (Notes) TH Z DRI
DOWTHR Lo T,

5. Year34E1H3H, EHENIMEHRIRE 0K EBICL 5 RIETAZEL, BT 5 RIE
TAICLVERREBRREEL AL,

6. Year34F2H20H, WM EE R ORE. Year3HE2H 120 LIRE, B AIZ L - THEM
REETFIE: EOBEETFHENA—UITOR TN Z LR SN,

7. Year3fF2H27H, Wl EE BFIA ORE R, R A 358 $ O MBI & FEEITIT AR
BT, EHALFTMINTND O LHMICHEL TWeZ ERFAEINTZ, Lol
DD, AR A CORBLOOTEHAIT30 H LINIZ A b TE Y | ERERZOEER
Ble&ZHEITEE I, BHeR~ L —2 (BHEE) iz,

8. Year3fE2H4H., BENIZYZ A 7 v N NEEMETIEORH THETH L L %
R LT, 7747 bOREEIEEZM IZRLTBY, 7747 hoSfpi
EXZoFRICFEE L, 2L, 77947 FoF#ELITEANZED D LD LR
PRI LT BRABDPDLRNWZ L HmR LTz, 7747 v FOREFRIIF#ELOD
SR I EEZ TV, RROBEMITZORF R TIIABEMICRAL 5 2 LTk
oo, YRS ETTRENTZ, 774 T MIZOBERERLEN
(Bf) & LTEEET, MEEETL ZOHIZOWTHR LR -7, RO
BEHEZDHZEERERDST,

9. Year34E1H19H ., BEAENIZZ T4 7 2 " RLEERMO RO H DT A DR
BOEORGEY a— L L TWD Z LR\, Va—ArTal T a0 RiirE
HITEKRZ 728, RBEMICHEU/EE CREL D ENTEZ, 7747 M
MBHBRICZOBAEZRLER (A & LTEHELE
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BN, MERERD D WVIEBIRMEIES N D
RENEIDBJFETRETH D,

OK I |Cancel|

SIS TETE R 72 - 7

SR IR R Rl b v IRERTE
EERDDVIIRANEREI Ch -7z,

SR IEE RLITRETh Y . BREMHE
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Subsequent Events O FE¥H & <t/
Recognized event (EIE#ZIEFHE) — B ABUEICBEICRRARA L TV FR 0 FISIBEE,
Unrecognized event (BI/R#%EFEES) — BB LBRICHERA A LI FES  FIS ITEEARELZ N HEE

72H DX note [ZHH7R,

AN DT

Audit report date =T : & - EFROETLH Y

<fRE - FERR >

M Subsequent Events (22D T, EEEADOE(L L EERE~OBELEZZ D,

Audit report date PAR% : FHAE - FERR DO FEATIZRWV Y, R S 72 Ll RITHERT 2,

—  EAHEEZ dual date 1T

Questions

Answers

On February 10, Year 3, the auditor discovered that a material
receivable included in the December 31, Year 2 financial statements
was worthless due to the deteriorating financial condition of one of
the client's customers. The client did not adjust the financial
statements for this occurrence, but fully disclosed the matter in the
notes to the financial statements.

Year34E2 H10H ., BEE AT Year2 EOM B R ICE TN TV EE
REOFREE NV TA T 2 NSOGB LOM B IRILE(LIZ LY
MEDRNZ L EZFR L, 77472 MIZOHRFIZOWTH
Bt REEIEL 2D o Tod, ME#EROERL (Notes) THriZB
REITST,

MEOELENH 5D, FREFEEE L)
R ERE LAY,

UHFHITEAEREEAM LY AT
FREINTWBEOT, BEEANIITHE
DEENDH D, ZORKNITEFFEER
BESICHFE L TWIESR (BEESRE
G) DT, MEBEHEREROEENSNLIER
F—=AThbH, bhhbbT, EIE
NiTbhRholzd T, EEMICHT
TR E T 1E & 7L A8 E N £
INDHRETHD,

On February 23, Year 3, the auditor became aware of information
leading him to believe that the client's investment in marketable
securities was materially overstated in the December 31, Year 2
balance sheet.

Year34F2H23H, A ANIZY 74 7> FOAMAER~DOEE N
Year24F12 A31H OEEIRETE LKL SN LREET DT
EAHEREFHEL LT,

A2 EE OB EIT RV, MEEE
REHTRDEENRINDERENE )
AT RETH D, WEMEERRL»RE
EE A2,

FEA S AT LAREIC OV T, BEA A
TREOELE ALY, 2L, &ft
WIZHRIZOWTERT S Z LT TR
W, ABEREHRMAE LK LINT
WEEDZETHEMND, BEMHEIINL
CRRE {8 1E B R A 1E B RS HR &
NHEREThHoT-,
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On February 11, Year 3, the auditor discovered that, due to a
computer failure, all records regarding the payment of invoices for
the week of December 8 had been lost. Several material payments
were made during this week. The auditor was unable to perform
acceptable alternative procedures and was unsure whether the
payments had been properly recorded.

FEICTER D D, REMEIERRNE
FARKYI D,
ARG RN YEERNEL SR

3 TWLDT, FEICEELND D, BEEA
AR T2 BT 5 = L TR
Year3%-2 A11H, BEN T Pa—¥—0EICLY, 12A8H 5?%;%@;2@%%'@{ X TN D
DD FERED I L2 2 TORBARONIZZ L EFR |« gipt e U (R e S IE 5 R
Lize SOBIIHIELOSIIAN B o To, BERNIRERBLE L | o s 2 ST
TROOLNDHMOFNEEITH Z ENTEX T, W BEYNII RS ’
NI L WOMEE155 2 L BHIRZR D o 72,
On January 14, Year 3, the auditor discovered that for a number of
securities held in the client's investment portfolio, the quoted market
prices had materially changed since December 31, Year 2. The
client had not adjusted the financial statements for this occurrence,
nor had any disclosure of these changes been included in the notes
to the financial statements. AN ETIT 70V, M TF 3 1E 5 L )
4 Thol,
- WHRER AT DR E A MFESR DAL E D2
Year3 A H14H | BALNIZY 74 7 2 NOREAR— b7 U HCb| gy e gy =
HHMAAIT OV T, Year2dE12 31 H i & B ARl 733 L < ’
EpooTWeZ LafgR Lz, 7747 MIZOHREIZONT
WMBHERLEEST, MBHEEOERL (Notes) TH ZDfFIzoN»
TR LD o7,
On January 3, Year 3, the auditor discovered that the financial MEOELN D, KM GiEREAICH
statements had been materially misstated due to a pervasive DAHRI TIHR N,
scheme involving fraud at the highest levels of management. MA 20 HE G B A B A S S AT D S T b
EENTIREOEE N H D, ZDF
; - o s ESGE OV D I 35
5 | VearstE1 A3 R . WA I AR DR LR £ B RIET S | oy PR O AT DKL
b, I BIET 5 ARSI L 0 TR EAE R s G p | C O ARAELTRSIRIETSH Y, = 0
%gﬁhﬁmuxk TR ERETEET - S 15 e kiic 3 T A0 % R ER
- L., ME#ERERICHEETHX&TEAR
vy,
On February 20, Year 3, during an internal quality control review, it
was discovered that the auditor had not made any inquiries or - L N o N
performed any auditing procedures after February 12, Year 3. AT DTEILTR L, ﬁ%{?f&ﬁEEEﬂiﬁE
ThoT, MIPRSEEDROD->T5E
6 hrE, BAEREERA%E (2M1200)
Year34:2/120 H ., PIAb B ELARA O L K. Year34:2/112H LA (EN S R S AR T ENANAR
Be, Bt ANIC & - THMREATFIE . EOBA TS —U4Thh T
WRWZ ERFER I NI,
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On February 27, Year 3, during an internal quality control review, it
was discovered that the staff accountant on the job never actually
mailed any receivables confirmations, but simply assumed that
receivables were fairly stated. However, all outstanding receivables
at year-end were paid within 30 days, and material cash receipts
subsequent to year-end were audited and traced to the receivables
worksheet as part of the audit of cash.

Year3#2A27H, WHEiin BB BEIHAEORE R, FRE B 27 -4 O
PR A EERIIZEME T, EbhAEHSNTWD Lo L Bl
FELTWEZENERENTZ, LOLARNS, EERMETORA
WOFEHAIIZ0H UK b TR Y, FERBOEE LSS
FHITER S, eleR~ N L—2 GBHRERE) Shiz,

MEDOEENH D, MAEERIE
ThoT,
EREEEAMGETH-TH, LERER
FROEEZTD L7z 2 LIRS W86
Kd\%ﬁ%imﬁééEﬁéEéo%@
@# AT, BT L D AR R
HTETVWARETHY, WEEEEER
75! WY TH b,

E=STARS =)

On February 4, Year 3, the auditor discovered that the client was the
defendant in a product liability lawsuit. The client's management
asserted its innocence, and its attorney agreed with this
assessment. However, the attorney also noted that it would be
significantly less costly to settle out of court than to proceed to trial,
and the client's management was likely to follow the advice of
counsel. Settlement costs could not be reasonably estimated at that
time, but they were likely to be material. The client had not accrued
this cost or made mention of this matter in its financial statements,
as it did not wish to give an appearance of guilt in any way.
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On January 19, Year 3, the auditor became aware that the client
was recalling one of its products due to a design defect that posed a
potential safety hazard. The potential cost of the recall program was
material and could be estimated with a reasonable degree of
precision. The client had accrued this cost in its financial statements.
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TASK-BASEDSIMULATION4:Research

T Research | Authoritative Literature | Help |

What guidance is provided by AICPA Professional Standards with respect to matters that should be disclosed in the

auditor's report when the auditor's opinion in the current period on prior period financial statements differs from the opinion
previously expressed by the auditor?

Choose a title from the list.

B

% Research Authoritative Literature I Help ]

IEnter Search Here Search I Search Within | Advanced Search

Previous Match Iiext Match Previous Result Iiext Result

FASB Literature

Uniform CPA Examination Authoritative Literature

To access Authoritative Literature:

Click on Table of Contents folders at left to locate and open appropriate
documents

OR

Perform a search for a particular topic by entering text in the text box
above. Use the buttons to the right and the links above the text box to
perform more detailed or advance searches.

=101 x|

Source of answer for this question:
AU-C 700.53
Keyword: Prior period financial statements
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Simulation XR & E L HiEE (AUD) —Text
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