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

IS TR I B R — M e R IE ) T Re 22 U B RS R MBI L L . 2T OHEBERAITI VT,

MEIREE, REHEE, B¥oX vy v a7 —RHEICR RSN TS ERR5,

a. Emphasis-of-matter and Other-matter paragraphs—Additional communications added
to the auditor's report without modifying the auditor's opinion.
SR FIEIX ) & OMFIEX Sy —EEANDOERABIET 2 Z & EEREFITEMO®R
R L A AR

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 from material misstatement (GAAS issue).

BEEER-MB#RREE L L THEERERR T EGT(CAAPER)HER. MBEREARE L
THEREBRTEEERVEVIERICED OO LE S RERIH A IET D2 &N
Hik72 02 o 72 (GAASIER )5 A . Bl S FHiTmodify(IEIE) S5,

a. 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.

IREFR— “GINNRFRORLEBELZRE ., MEHRITBEEIIRIINTND Lk~ 2D,
GAASSCGAAPDHERUME IZEN H A 5GEITHW 5,
b. Adverse—States that the financial statements do not present fairly—GAAP issue.
R E R R BRI EICRR STV 8RR 5 —GAAPYEHLICREN H 5 35
AN
Ho
c. Disclaimer—States that auditor does not express an opinion on the financial
statements— GAAS issue.
BERAE—EENIMBERERICOVTEREZRY L2V L5 —GAASYEHLIC RIS
AT ORAL e
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B. Unmodified Opinion
Financial statements are presented fairly in all material respects.
ETOEERFICEBNT, MBH#RPBEIECE RSN TV DEE,

INDEPENDENTAUDITORSREPORT

[Appropriate Addressee]

Report on the Financial Statements:

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

Management's Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance with

accounting principles generally accepted in the United States of America; this includes 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.

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 auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor

considers internal control relevant to the entity's preparation and fair presentation of the financial statements 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. Accordingly, we express no such opinion. An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
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 a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
ABC Company as of December 31, 20X1, 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.

Report on Other Legal and Regulatory Requirements

[Form and content of this section of the auditor's report will vary depending on the nature of the auditor's other
reporting responsibilities.]

[Auditor's signature]

[Auditor's city and state]

[Date of the auditor's report]

1"Report on the Financial Statements" is unnecessary in circumstances when the second subtitle, "Report on Legal and Regulatory
Requirements," is not used.
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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.
B AN TN — TR DEEZ1T 5 5t . BEAHEFIZI V) Tcomponent auditoriZ-ou»
TERTLHDRE L2 THIT R B0,

1.

D.

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.
BT 51235 CComponent auditoriZ 5 & 7554 . i% 4 component’icomponent
auditoriC X > TEA SN2 & KUmagnitude((2B O K& 8)%& 7L — TERFEECE
WTHR L2 ThIE R B0,
a. U.S.GAAS
Under U.S. GAAS, the name of the component auditor may be included in the auditor's
report only if permission is granted by the component auditor and the component
auditor's report is presented with the auditor's report on the group financial statements.
KEEEAFUETIL, component auditor237F A L, 7>>component auditord i x5 &
DR IND LW I 20D5MENRHE - 7854 . component auditord X4 % 7 L — 7
HREZBWTHRT 22N TE D,
b. ISAs
ISAs do not permit the auditor's report on group financial statements to make reference
to the component auditor unless required by law or regulation.
ERREAEETIE, EOHBIIC L > TERESNDGEERE, 7 — ARG FIC
v Tcomponent auditoriZ 5 & 9% Z L IXTE R0,

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 — 7 B4 N /3component auditor® FEfifi L 7z EEAHIH L EOEEEZA D 0 ) i E L
=%, 7 — TEER A EIZE V) Tecomponent auditorlZ 5 & L7aVy,

Emphasis-of-Matter and Other-Matter Paragraphs
1.

Emphasis-of-Matter Paragraphs S EHEX %
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.
GAASIZ L > TEREIN D LA EITHEE AR LI LM Lo ha ., BEAmREEIC
emphasis-of-matter paragraph(F i FH X3 ) 03 Il S 5, M FHEX 1T, MEERIC
BOWTHEHYNCHAR SN TWLHIEATIEIH 22, FAE OHRELZIG L LN D L EERHFIH
WZOWTELTLHAITHENSND,
a. Report Requirements
When an emphasis-of-matter paragraph is included in the auditor's report, the auditor
should:
1. Place the emphasis-of-matter paragraph immediately after the opinion paragraph,
B RIX4y D4 < 112’ Emphasis-of-matter paragraph” & fi &4~ %
2. Use the heading "Emphasis of Matter" or other appropriate heading,
"Emphasis-of-Matter” ¥ 72 13 % OME I 72 X5 75 7 D& A MLV EZBFLT
3. Describe the matter and the location of relevant disclosures, and

1A-5
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|

A FHONE AR L, 2 HFHICET 2 BMOFRMTHOIL TV L 5T 2
LTS

4. State that the auditor's report is not modified with respect to the matter emphasized.
ZOMIHFHIC L > THEEANDEANED D b DO TRV ERLHT D

2. Other-Matter Paragraphs = DffiEIEX 4y
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 K » TEREN D GG EIITEE AP LE & W Lo, BEAHREF Tother-
matter paragraph(# OMEEX D) DM S D, & OMBEIEX 3T, HEERICB WV THE
RENTWDHHEELSNT, FIHEOHMEZG L LEN S 5 FHIZOWTE LT L2551
b,

a. Report Requirements
When an other-matter paragraph is included in the auditor's report, the auditor should:
1. Place the other-matter paragraph immediately after the opinion paragraph and after
any emphasis-of-matter paragraph,
B ALKy &I X 5y D9 <2 12"Other-matter paragraph” # ft & 35
2. Use the heading "Other Matter" or other appropriate heading, and
"Other-Matter” & 72132 DEGI 72 X7 7 Z 7D % A4 MVEBGFELT 5
3. Describe the matter and the location of relevant disclosures..
Z DM FHDOWE &% NI T DEROFIRIMTON TV L 5T 25T 5

3. Going Concern — fkfge{b 3%

a. 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.

BAENTZ ZA4 70 PSR EL LT, BERMM (TFEARmM) | FELMRG A
RECH DI &IT “RENRER BHONEIDEET 2BEND D,

b. If substantial doubt exists, an emphasis-of-matter paragraph stating the auditor's
concerns should be added to the opinion paragraph. The words "substantial doubt"
and "going concern" must be included. Note that International Standards on Auditing
use the term "significant doubt."

AER RGNS D54, “Substantial doubt” & "going concern” &\ 9 fiE% &
O TEAENDBR S Z IR 2 MR FEX o 2 B RESITENT %,

c. The following audit procedures may indicate that there is a problem with the entity's
ability to continue as a going concern:
AR ZE & U CTAREOREMMBRENICREDL DD LW ENTT DD H 55
B Fe
(1) Analytical procedures.
SHTHIFEZAT
(2) Review of compliance with terms of debt/loan agreements.
AERMN SR~ DEAEEZ L T2 —T 5
(3) Review of the minutes of stockholder/board meetings.
KRER/MFFREOBEREZL E2—75
(4) Inquiry of client's legal counsel.
2747 v hOFELIEMTS
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(5) Confirmation of the details of financial support arrangements with third
parties.

FIEHBIH B RO L HERT D

(6) Review of subsequent events.

d. Conditions that may indicate a problem:
M & <9 i REME D & 2 fR TR
(1) Financial difficulties.

Laga

(2) Internal matters (e.g., work stoppages, labor difficulties).
WEER Bl ; 2 741 %, HEEFD

(3) Negative financial trends.

ARBA L BB - fE A

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

AEER (B IERFRE . FRFRE . HLOVESR)

e. The auditor should consider mitigating factors. Both intent and ability are required.
Z OARAE DR EE RN SV TR L R Wi 2 B R D,

f. If doubt is removed in a subsequent period, the going concern paragraph need not be

repeated.
VHIDIREIZREZED Y RN E ., M EEO X ITH Y RSN 5 63ITR
A

4. Lack of Consistency — Justified (acceptable/justified change in accounting principle)

EEAPREY 2 —BEfEoXm

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 A E CIE— BN ORMHE TH D, FENICCGAAPICEERZENEZD, £
DL BREERNELALINTGE, BENIERLTTR L, FFMICEE 2500 U723
A FICSRESE 2 MG FHX ) 22 22T TR 5720,

5. Alert That Restricts the Use of the Auditor's Written Communication
EEANOXEICLSaIa=br—va rOFAFIR
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 L - TELR SN D HAE . FIITHE LM L72HE ., BEANFIEAREFTOZ OMD
XEZEDEEANOBREXLEDFEMZHIRT 5, BEEBREFITHNT, £ K5 2RO
XET, TOMESFICEHE I ND,

E. 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.

MR RICHEREGBLEP G EN TV LHA, BEANIHMFEL LTOHENZ LY, REER
ETOMARBEIEER E 32024+ 5,
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Financial Statements i ab'sl't};f.to. iy
L are Materially u {C/ent .
Materiality of Problem . Appropriate Audit
Misstated ;
(GAAP Issues) L)
(GAAS Issues)
None or immaterial Unmodified Unmodified
Material but not o - o I
pervasive Qualified Opinion Qualified Opinion
Material and pervasive Adverse Opinion Disclaimer of Opinion

Qualified Opinion

FRER 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.
#%ﬁﬁﬁ fERNC 7 ITEFH LT, BETHEDH LA BIEL TV D H O TIEZRW & fHl
Lieha. REBRARBPIND,

Adverse Opinion

FHEIEER

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

#%ﬁﬁﬁ RN % - L3 LC. BB D Aot < BIE L CU % b 0 2 & i L
A, FEESE AR SN5,

Form and Content of Auditor's Report

BEBREEOHNLNE

When the auditor expresses a qualified or adverse opinion due to a material misstatement of
the financial statements, the "Auditor's Responsibility" paragraph is modified and the auditor's
report includes a "Basis for Modification" paragraph and a "Qualified Opinion" or "Adverse
Opinion" paragraph, as appropriate.

MR LOBEBELRERBLEICE > TEEADPREERSCAHEERELRIT 55

&, "Auditor's Responsibility” paragraphiZ{&iE 41, "Basis for Modification" paragraph73i&
mEihvs, FEBERKSDZ A Fvid, "Qualified Opinion" X% "Adverse Opinion"® &6 &
DGR NT T T T XA IV~ éhéo

F. GAAS Issues: Qualified Opinion or Disclaimer
GAASE : [REZERDOERHL LITERELEX
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.

ELARPHOBIRD S 2 56, BEANIFEMFE L L TOHWIZ X

9:#675 ZHIW 5, BEAEHORIRE T, MB#EReRL L TEERERRTZEERVEWL
2 i i

. REBRETI0ERERER
WCED - ODOMBE S REATHLANET 5 Z LRV —2 %205,
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Financial Statements trieiliny .to. iz
are Materiall Sufficient
Materiality of Problem Misstated y Appropriate Audit
(GAAP Issues) L)
(GAAS Issues)
None or immaterial Unmodified Unmodified
Material but not o - o -
pervasive Qualified Opinion Qualified Opinion
Material and pervasive Adverse Opinion Disclaimer of Opinion

1. Qualified Opinion
RERE R

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.

BRERPOIEME L 222 WEA S REATEIZ L TE T, £ OBEAFMHOMH RIC K 5 K%
ROBHTLHEDOBIEENEETIIH D2 BVA BIEL TND O TIEAR U & BEA AN
WrLi-%Ha. REEANEKHIND,

2. Disclaimer of Opinion
BREEZ

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
possible effects of any undetected misstatements could be both material and pervasive.
BRERWPOIEME L 222 WEA SRR Z L TE T, £ OBEAFMHOMH RIC K 5 K%
ROBEBTLHOBENFEENEETEIH Y P OESEEL TS LD TIEDH S EBEHEAN
HWr L7 mEe, BRERA LD,

3. Form and Content of the Auditor's Report
EREREEOHRNENE
When the auditor expresses a qualified opinion or disclaimer of opinion due to scope
limitation, the "Auditor's Responsibility" paragraph is modified and the auditor's report will
include a "Basis for Modification" paragraph and a "Qualified Opinion" or "Disclaimer of

Opinion" paragraph, as appropriate. A disclaimer of opinion will also include a modification
to the introductory paragraph of the auditor's report.

B A HIPHOHIRIC & > THEEANREZE RSB RZEEZ 2RAT 2546, "Auditor’s
Responsibility” paragraph(Zf&1E X 11, "Basis for Modification" paragraph23 Bl S5, &
TEAX DX A tvid, "Qualified Opinion" X 1% " Disclaimer of Opinion "® &% & i)
RINT T T 72 MANERERIND, BREKEZDSLEIE. BAXSHEESND,

COMPARATIVE FINANCIAL STATEMENTS LB %3t &

Multiple periods are presented in the financial statements.

B OWEEL E L O TERT D,

A. Change in Opinion - ERNDEE

1. A prior opinion may be changed. The auditor should update (i.e., either reaffirm or

change) the opinion on any previously issued financial statement shown in
comparative statements.
ARl DB RITEE SN2 AR & 5, BEA N ITHE 58 2R Ciflal 0 & 7L 4 8T
2o

1A-9
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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:

EHSNERPAIEORER L ZR D56, M FEHX ) T TOMMB 2R L2

T e 5720,

a. Date of the previous auditor's report.
RiEIER & ED B AT

b. Opinion type previously issued.
REIAR S =B ROEE

(X Reason for the prior opinion.
BiE DR LOEH

d. Changes that have occurred.
RELUFERFHE

e. Statement that "opinion... is different.
BADHE L R25 L)l

Different Opinions 22 5 &

1.

Some comparative reports will have different opinions for each year presented.
Depending upon the situation, the appropriate paragraphs will be modified.

g EFIETLICRARLIBEREHT SR D5, KT KD | EWOIRXS5S
MMEIES LD,

Predecessor's Report Not Presented Ri{EEE AOWEENR R INLZVEE
The successor auditor should express an opinion on the current period financial statements
only and indicate in an other-matter paragraph:

BAEREA NITZ OMFIEX ) TN 2R S R IER 5720,

1.

That the financial statements of the prior period were audited by a predecessor
auditor

RIEEEANPHHOMBHREZEE LI L,

The type of opinion expressed and, if the opinion was modified, the reasons for the
modification

KASN-BEROBEE, FLERNEEEEERR TRP2TEE. TOEH

The nature of any emphasis-of-matter or other-matter paragraph included in the
predecessor auditor's report; and

HWHEE I DMBTFE TR INTAR

The date of the predecessor auditor's report

FEEEANDEEREED B

Predecessor's Report Presented Ri{EEE A OREENRRINDHE

A predecessor auditor can reissue his/her report, but prior to reissuance, he/she should:
RS A NTHIEEAOMEEZE L BRITT 256, BRITICALL, UTE2EmLRTN
(ERANSRAAN

1.

2.

Read the statements for the current period; compare with prior statements.
SHOMBHERET, BT EER & LT 2

Obtain a letter of representation from the successor, to ascertain if anything
material was found.

BREBEEA D OBIREZIS L, EERERLEEPRVDERT D,

Obtain a letter of representation from management regarding whether their

prior letter of representation needs to be modified.

TR 0 B R 2 B U, ATENC S U 72 B 3 o SR sl S I 28 A L
TRNWZ L ZERT D,

If the predecessor's report is unrevised, use the previous report's original issuance
date, or dual date if the predecessor revises the report.
AMEEENOBMEENUET SN WIEE, BIRIOREFED LA DRITH 2T
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5o HMEEEANDHREELIGT LSS, “HAMNET D,

lll.  OTHER ITEMS % MDfft

A. Subsequent Events — %% H4

1.

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.

BIEFL L ITHEGRED B L MBHERORITHOBICRELIZELREZ VD, &
HEZITMBEHERITS L TEEDH D2 WITEMDORRO EL LR HNETH D, %I
HBIIU T D200 0T IV —3db 5,

a. Recognized event — Condition existing on or before the balance sheet
date; usually requires adjustment to the financial statement.
EIERIEFR
BREZ LS| EE I LFERDN, BEBEO B H 5V TZE LTS
FAEL TV DIREE ; MEBERDEENLEL D,

b. Nonrecognized event — Condition existing after the balance sheet date;
usually requires disclosure, but no financial statement adjustment.
BRI FS
BEEZEZGISE I LFEDS, BESREROAMORIZHFEL THDHR
e B HROEETITRL, BRBRDLND,

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 NI SE T RE O B A2 b EAREED A £ TOHIMITH T 2 %R ERICEHE
Bdb, TOERITIZLLTREEND,
a. Reviewing post balance sheet transactions.
BRI A UZRORG OV E 2 —
b. Obtaining a representation letter from management.
1985 2 BOb 3 oD B
c. Inquiring.
2]
d. Reading the minutes of stockholder, director, and other committee meetings.
REMRE, Biks., TOMEEROHRFREL T Z &
e. Examining the latest available interim statements.
FAZA D T O PRI ES ey & O RS A

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.
EANTEEREED A URIIEZMBERICOVTEEZADRVA, K30
WIAEBA ST 5 Z LI TE R, BEAREEOBMNRICER SNIRIEFRN
MBH#RIEESCHRZ 0356, BANTIREFRIZIOVWTOLELEEZAD
LT HEHAMN LT D,

B. Subsequent Discovery of Facts After the Report Release Date

BEERETEOAMNRICER LICER

1A-11
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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 statement.

B ANNEEREEDORITRICEERFRICRMNE . BIEZOMBHERITEML TV 5
HHWNIEIML L5 ELTVWAEARNDEDEH > TVWHEE., BEAE NI HICEDE
WMOBAREMBHE~DEBERRTD 27 747 MTBELRTHIZR B
A

. If the financial impact cannot be timely ascertained, notification should be made that the

financial statement cannot be relied upon.
BRI EZ IRFCTET 2 2 LN TE WSS, MFRERITIKILT 5 Z LidTern
ZEERETANETH 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.

EREBEER, 7 T4 T 2 FOMIER TS TRWEHE L-5GE, BEANIERRSE 7 T
A7y MCEAREEIED THD LBAMT O2LEND D, BEENTELEEETOME
PR LIS REITEILL TWD AL Z OB 50BN H 5,

Omitted Audit Procedures Zl& SN 7-EEAFHr &

1.

The auditor should determine whether other audit procedures (already performed)
might have compensated for the missed procedures.
BEAENT (TTiiThbhie) toBEEFHREDERSINTEEEFHRIZMTL THRVN
W5,
a. If so, no action is required.

MELTWDIHA, T2/ a VI RELRD,

b. If not, the auditor should attempt to apply the omitted (or alternative) procedures.
O ThRWEA, BEENIEK L (bdWIIRED) FhiE 0FE 2 A2 T il
AR

(i) ERICHDEHI1C, TTREMAREETIEIC L > THR SN TCWZEETIE
ERMETETCWENE I DEHERL, i TE TV, ARSI TWEEET
JIE, SUIARBIEETFIRZIT O,

If the auditor determines a different opinion should have been issued, the auditor
should advise the client to:

G L7 TS 2 M LR, 2 BROKXWHUDBKELHWT LR, BEANT
747 MIUTOZ Ex2BEL LRITHTZRER0,

a. Disclose the newly discovered facts; and
Bl R S - FEORR
b. Notify all parties likely to rely on the financial statement.

WMBHERITEKIL S 5 TH S 5 2 TORBBRE~OBA

If the client refuses, the auditor should notify the BOD and disassociate himself/herself
from the financial statement.

IIAT v "PBEEER LGS, ZOFRE2IMRSICHRHET DL L LB, 20/
BHER LD AN L REM LR T TR SR,
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IV. Reporting on Other Information
ZOMBERDOVE—T 47

A. Other Information in Documents Containing Audited Financial Statements

1

bHXFLZRBNTEEFHMBHR & RSN 5 € OMER
The auditor must read the information and should try to resolve any material inconsistencies or
material misstatements of fact directly with the client.
BEAENIZOBEREZFHERTNIEROL T, FLEEBERAESREBLENFEAL I NZHE T,
E DRI EE D 72T T e B 7eu,
The auditor may issue a disclaimer of opinion, or may be engaged to express an opinion on
such information.
BEAENIT “ZOfiiF®R” 1T L TE, BRAERZ LT 250, FREFERKRWAZIT I ROEMES
ZEBTED,

B. Reporting on Supplementary Information in Relation to the Financial Statements as a

1.

Whole
WRBEB~DVR—T 4 7
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:
BEANIMBHERERIIS T MR ERICERAEHZT ORG-S LR TE D, TD LD
BRERNTBNTIILLF D200 AR L 725,
a. to evaluate the presentation of the supplementary information in relation to the financial
statements as a whole; and
MR RIS DM RIERORREFET 2 Z &
b. to report whether the supplementary information is fairly stated, in all material respects, in
relation to the financial statements as a whole.
WMHHER BRI T 2MRE RS, RTOEEZRAICEBNT, BECERINTNDINE
IMITHOVWTERERHEZIT) 2 &
The auditor's report on the supplementary information may either be presented as an other-
matter paragraph in the auditor's report on the financial statements or in a separate report.
HRIERICHT D EARIL, ZOMEFEHX S THRETH, & LATHDO LA — MZBW TR
WTDLENWI2ODFERS D,

C. Required Supplementary Information

1

2.

BEREINOIFMRER~DLVR—T 4 7
Limited procedures should be performed.
WL O DIRER 72 Fift & &2 F2h L2 T hide e,
The auditor's report on the financial statements should include an other-matter paragraph
related to the required supplementary information.
EAHREEICTOMFEHXFZEBML, ZOERSINLIMBHERIZEKRT D,
An opinion is permitted but not required.
BROEWHEITH Z L b ansn,  (BEARKEL L) RIS,

D. Reports on Application of the Requirements of an Applicable Financial Reporting

Framework

MEBERE7 V-2V -7 OBRAICET A VR—T 47

A reporting accountant may report on the application of the requirements of an applicable

financial reporting framework to a specific transaction or the type of report that may be rendered
on a specific entity's financial statements. The report should be restricted in use.

5 FhL(reporting accountant)id, $FEDHSNIZDOWTED K 5 25 EHEZEH T2 &0,
FIRBEEOMBERICONTEDL I I A TD (ZFFEICED) VA= MBRKEICRD ), (I
ODNWTHREZEIT O, T OWMEITEHBIRNFHSND,
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E. Reporting on Financial Statements Prepared in Accordance with a Financial Reporting
Framework Generally Accepted in Another Country
HOEIZBNT—RICAERZY LRBOONTHBRET L — LT — 7 ICHER L THER SN
HERADLR—F 4 T
A auditor practicing in the United States may be engaged to report on financial statements that
have been prepared in accordance with a financial reporting framework generally accepted in
another country that has not been adopted by a body designed by the AICPA to establish

generally accepted accounting principles, when such audited financial statements are intended to
be used outside the United States.

KENCFBWTEEEEB IR T 2HEAENT. TOEAEFAMEERPKELSNTERNISND Z &
ZRELTVLHETH-TH, MOEIZENT—RICAIERY LD bR HRE 7 L— A
U — 7 \ZHEL U TR S TS RE R~ DR I F T 5 2 e TE 5,

1. Distribution outside the U.S. only—Use either the other country's report, the report set out in
the ISAs, or a U.S. form report that reflects that the financial statements being reported on
have been prepared in accordance with a financial reporting framework generally accepted in
another country.

KEUNTOMER SN D HE —BITT2EEREFIIROPNLRIRT L2 L TE 5,

- MO E( DA FEAESE) THIE S 2 DB A # S &

- ISA(EIFREE A FEUE) THFR T ARG E

- KEEALE CHRET 2 BARE FICHANROMBRES/MOEICE N T RICATER
BLEROONIDFHRE T L— LU — 7 (THEILL TR SN2 2 L it T 5

2. Distribution within the U.S.—Use the U.S. form report with an emphasis-of-matter paragraph
that identifies the financial reporting framework, refers to the note in the financial statements
that describes the framework, and indicates that the framework differs from accounting
principles generally accepted in the United States of America.

KEANTHER SN DGE —BITT 2 EAREEFT, KEREEEETHRE T DEAREEICHR
FEEX A L, LT &2 Rtdd %,

CEHEN TV LIMB#RE 7L —LA U —7

- MBERE 7L —L U =7 OFHETLHL TWDERL~DY 77 LA
CHEASINTVWOIMBERE 7 L—2ATU—21%, USGAAPL IR LD THD Z &
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MULTIPLE-CHOICEQUESTIONS

QUESTION1

An auditor who qualifies an opinion because of an insufficiency of audit evidence should refer to the scope
limitation in the:

Auditor’s Notes to the
Responsibility ~ Opinion Financial
Paragraph Paragraph  Statements

1. Yes No Yes

2. No Yes No

3. Yes Yes No

4. Yes Yes 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.

PO

QUESTION3

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.

PN
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<SOLUTION>

Question 1 Explanation
Choice "2" is correct.
When a qualified opinion is issued due to an insufficiency of audit evidence, the opinion paragraph refers to the
scope limitation using the following phrase:
"...except for the possible effects of the matter described in the Basis for Qualified Opinion paragraph..."
The Auditor's Responsibility paragraph and the notes to the financial statements do not refer to the scope
limitation, although the Auditor's Responsibility paragraph does refer to the fact that the auditor has issued a
qualified opinion.
Choice "1" is incorrect because the opinion paragraph should refer to the scope limitation, while the auditor's
responsibility paragraph and the notes to the financial statements should not.
Choice "3" is incorrect because the Auditor's Responsibility paragraph should not refer to the scope limitation.
Choice "4" is incorrect because the Auditor's Responsibility paragraph and the notes to the financial statements
should not refer to the scope limitation.

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 [a "Type 2"
(nonrecognized) subsequent event] 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 ["Type 1" (recognized) events].

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.
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NOTES
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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATION1:AuditOpinion

Audit Opinion lAuthorihtlva Li'heraturel 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 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.

Unmodified opinion

Unmodified opinion with emphasis-
of-matter paragraph

Unmodified opinion with other-matter
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

| | Cancel |
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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATION1:AuditOpinion

Audit Opinion IAuthoritaﬁva Li'lnraturnl Help ]

YA =Ty —THDLERENNRAY v 7 QA NI~ 7R B A TE RIS

ez @R Le S, 2 TOMBHR~OZBIIHEER L O TH Y USEAILEIC

IWET D ETI L TVET,
UAZNEICH L, @RS 2SR L7 S0, %ﬁh“%@t/v%ﬁj‘/l/& Uy L, k&3 2 h Sy 7R
HESTWD EARE LR E WY,

PFD S

1. B A O L E A FIEOB AN R AR 72 DICHIRE N 5,

2. BENIIN—TMEHEE~OEREEZYIT HEZ. component auditord @5 & ST 5,

TEEshT,

3. EFEMEFZOT L TAFLEAZLERE L, v 3P A L MIZOEERTEY Th HIRHL
EIRL TS, HLOEFHLIIIGAAPO L L Z T ANOLND LD TH Y, AHITEEITH -

4. EFEONKTAE)ICB T 2 BERMIZME R OER CRaICH R STV 5,

5 WMEBMRIIAMMELEZZATEY, TAEFEERBEREZ LT LEDND, XV AL b
VRIBTER B 2 RS D 2 LR TE RV, FEIZSIRIL OB 2B R 21T > T 5,

6. IR IMEORFHUIAZLE Lz, LA~V Ay MIAEITKT 550 22 B 2 i
NTW, BRFEEL SO ThDNMBHERREA~EIEL IR o3, B MERER TH

mENT,
7. BHEEEEANIC & - CRIEEH SN EEEEIEE RORE HIHBMBEZRICB O THRS
T2 0,
8. WEARMREHRATH STV,
NS I E 5 R

G S L N MEvey )

R 5

R B SIS 1
FREE TR R
AR IE R

R
ANEIEERSUTE REE

| | Cancell

Z DK IS I L
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<fR% - A >

Questions

Answers

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

Qualified opinion or disclaimer of
opinion

1 WL B A e & O A5 A FTRE R
SA. RES =
RetE N BB 6 B 72 B FIRO A 15 R el a el | P8 MERRSDNEIEAEL
HIfR =4 %, PEX &2 D,
The auditor decides to make reference to the report of a U . -
. - . nmodified opinion
component auditor as a basis, in part, for expressing an
opinion on group financial statements. B N SEAL 2 S B . B A
2 ESETE O} L OPAE R A
Bt NI 7 L — T B R~ OB R A EHT BRI, %
component auditor D5 = ST 5,
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 Qualified opinion or adverse opinion
GAAP, and the change was accounted for prospectively. SEHERI O B - 2 B
3 BEICH - T TR, BREE T
DT EHERITH L CRFLHELE L, v %Ay | LARTFRER 520,
MIZOEERIEY THHRMASRT LTV D, B L=EE
LT GAAP Db EZIFANDLND DO TH Y, ZBHITEE
Wil o TIEIE S 7,
Doubt about the company's ability to continue as a going Unmodified opinion with emphasis-of-
concern is fully disclosed in the notes to the financial matter paragraph
statements. 3 AN L BT B BRI
4 B R 4 0 PEAR TR 23 2 A S B
EFEOHRFERE NPT 2 BRI B HEROIER TRERICHR | SRRV | BRI & o BEE
ST, EIEBRE VO RERE D,
The financial statements are subject to an uncertainty that Unmodified opinion
will likely result in a material loss. Management has been BIERE L REMECTH U . T
unable to estimate the amount of potential loss, but has AL S s il
properly disclosed the details of the situation. Cirﬂﬁbf bo. @)J FLEITHA
5 RDHLID, =KV A MEIZ
MBHERIITEEEZEZATEY, ZAUTERREREZLZ | o2 @MY ICER L TW5 -
b EEbid, v RV A MIBERNRBRELY AL 5 ¥ S TEEE S R AN E Y T b
TLRTERVD, FEIZRRILOE Y 2B R 21T > TV D, %
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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.

ﬁ%@&ﬁﬂ%@%%ﬂ@%%%bkoL#Lv*yfy%
I T DU R EAE 2R TWARY, BFITEERD
DTHIHINMHEHRSMRA~ELE L TIB 5T, BWUIMES
FTHRENT,

Qualified opinion
XA NOEFEIZOWT Y]

RIEMBRBEBHNBAZ LTS D
T, GAAP b Dl & 72 5
GAAP /& D RIITEHEZEE 72 6 D T
EH D0, MBHEREERIZITEE
LTELT., ZOBEAIXBREER
L5,

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

AMEEEA NS & - THMERE H S - S Ei IR E R oRs &
I B EE R BV TR ST ULV U,

Unmodified opinion with other-matter
paragraph

P S R IC oW T, BHEDEA A
(2 K D RiTAREE D E ﬁ%?éhﬁw
e, SFEOBEEREZEICZ DMK
%%LML\WE%EA®%%KOw
TR %,

Required supplementary information is omitted from the
financial statements.

B RAF B LR S LTV R0,

Unmodified opinion with other-matter
paragraph
VBRI S Tinieng
Ty FOMEFITENTZ ORI AE T
ﬁj‘éo
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TASK-BASEDSIMULATION2:ReviewNotes

Iﬂuﬂwtitative 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.

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

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

The reference in the Management's Responsibility paragraph to "financial statements that are free from material
misstatement” should be followed by the phrase, "whether due to fraud or error."

] 4. There should be a reference in the Auditor's Responsibility paragraph to evaluating "significant accounting
estimates made by management.”

[] 5. The reference in the Auditor's Responsibility paragraph to "assessing fraud risk" is inappropriate and should be
omitted from the report.

[0 6. The Auditor's Responsibility paragraph should include a reference to "evaluating the overall presentation” of the
"financial statements."

7 An emphasis-of-matter paragraph describing the investigation into possible violations of securities laws is
required to be placed between the Auditor's Responsibility and Opinion paragraphs.

(continued)
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(continued)

u 8. The reference in the other-matter paragraph (between the Auditor's Responsibility and Opinion paragraphs)
the qualified opinion on the Year 1 financial statements is not properly placed. Other-matter paragraphs
should be placed after the opinion paragraph and after any emphasis-of-matter paragraphs.

U

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

] 10. The emphasis-of-matter paragraph following the opinion paragraph 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-BASEDSIMULATION2:ReviewNotes

IAuI:huﬂl.atlve Literature I Help l

Charles (32t 14k % B < Raleigh @ Year1, Year 21Zxt3 2 MU 7% R 2 B4 L T\ % Group auditor TH 5,
Staff accountant T % Tyler 28 Z O EAIITHLE S iz,

Charles 1% Yearl O BFHERICOWTIRERE B2 £ L7, 72872 5% Raleigh 133 At E3h 2 & B E A
EEEMEICH EL Tz, fH L, RaleighixZ @iV % Year2iEIE L T\ 5, Yearl OMFEERITMEUNCFTIE S
o, W OMBHERICOW CHRAETREEEEZRBEF SN TWD,

CPA @ Karl & Karla i< Component Auditor "¢ Newton, Inc. & Capricorn Consulting, D1 #5iE R #B5#& L7z, Z D2tk
IX Raleigh 24 Th 5, Charles i3 Newton OB L Tid Karl & Karla 3T o 7mEEXBOETL2AD
RUNT L&D T=75, Capricorn DEEAITE L TEEEZA D LD,

Raleigh IZHI/E, FEAIBIEEN O AREN THEZZIT T3, I OMFITERMEHE CHUICHZR STV,
BHEFERNE D R DT EHB TE 22, LEERN-> T, ZOAMICHT 514 1F5 ELTHARN,

Raleigh 1% Year2|ZHitE kIZha D . BIFE, HELBASOL TR IHBWRBITORETH D, Z DRI OV TR E
OFENLETNCBIR SN TWD R, MBHERIELEIMNZ TWh iy, EHEREITOEFET Raleigh O3 E Okl
WIZDOWTHYDRENH D Z EERLTND,

Charles X Tyler DEEERED TEE AL Ea—L, REFIZH T2V ONORHAFER L7z, Charles 235 ED
A& LTRE LT Th A 5 HE 2 BIUEN SRR S0,

1. F&HTHD Newton ~DE K & £ OMEFHER O EEMEITHEAADOEEXK D TR EARGICANDRETH
%,

2. Component Auditor T& % Karl & Karla IC5OW T, BEAREETARIZZRTIRETH D,
3. EHAOEMLKSOWMEHERICEBERERBERIIRVVOLEITITEY ORETAITERT 2L\ XE4FT

LHNETH D,
4. BEAEANOHERSICENT, FIRPEREN S REEICLZ2EBERLES VW OFi~DOF R a2i#ll§~& Th
D

5. HEEHEANOEMEXDGORIEY AZ OFHE"~DERITREITHY . MEFENLLHIRSNLDIETH D,
6. EAADOEERDITIENT, “BEROMBHAROFROFMEICERTNETH D,

7. RERIEEO ARV 2 A 2 R T 2 M FEX Sy 2 BAEADORER Y L ERAK S OMICERET <& Th
%,
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TASK-BASEDSIMULATION 2: ReVIeWNotes

Authoritative Literature | Help

8. TOMEEX)y (BEEANOEMLEKY EBARSOM) TO Yearl DMEH#HRICOVTORERRIZKT 25K
WENTALE S TWRY, ZOMEBEER TR XS & MAHEER S ORICEETXETH D,

9. BARS TOMDER A~DS KITFREETHDH, Karl & Karla ik > ThRRENZFERZ LR T 51T~ &0
EUMHEEBEERE R E WO SEEEZHLIREITHD,

10. ERX Sy ’%<§ .ﬂ%IEE/\ TR DR L TR RV O FIFEE B A THRY, ZABHFETED & D AR
2 &)5 BILZDOXSTHMT D Z & Kkd b5,

l
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<PRE - RS>

Questions

Answers

The reference to the subsidiary, Newton, and the magnitude of its financial
statements should be in the Introductory paragraph rather than in the

#, Group auditor N EEA %

Auditor's Responsibility paragraph. FEhi Lo - 2tk iz on
! TOE/EZDEEBIZONT
- |5y == YAN z >
T2tk Th S Newton ~DER & ZOMBHEOBEMIEAE AofER | aEAOHEXZICTT S
Sy TIER ARSI AN S <& Tl 5, o
The component auditors, Karl & Karla, should be named in the auditor’s #0, Component auditor @
report 4 D AW AN OFF A3
2 VETHY | FlexodEE
Component Auditor T& % Karl & Karla [coWTid, EEERGETARIE ISR T 2 LED S
T RETh D, Do
The reference in the Management's Responsibility paragraph to "financial
statements that are free from material misstatement" should be followed by
the phrase, "whether due to fraud or error." e e 4 e
\ P ELV, ZERIEDOREIYL
go
BB NOFLR O UEH#RICETR R EARRILZVOLEITITHEY
REATHITRET 27205 XE2FT 5& Th D,
There should be a reference in the Auditor's Responsibility paragraph to .
evaluating "significant accounting estimates made by management." ELW, RREEICL2ETER
. AR ] LV D CEBEEA
B ‘ DEERK S CRM SN D~
BEBEANORERZICEBN T, PIRAER SN REHIC L 2 EELR MY | x|
D "OFM~DF R EFTLHT RETH D,
The reference in the Auditor's Responsibility paragraph to "assessing fraud B
risk" is inappropriate and should be omitted from the report. IELWV, [(RIEY 27 OFF
5 iy & o XEIFRHS SR
Uy,
BEHEANDEER DO REY AT OFHI"~DF RIFREDNTH Y . WEE
MHHIRENDORETH D,
The Auditor's Responsibility paragraph should include a reference to
"evaluating the overall presentation” of the "financial statements."
6 ELVY,
BEAEANDOIERZICENT, “RIROMBHAROBROFMNCE LT~ &
Thod,
7 An emphasis-of-matter paragraph describing the investigation into possible
violations of securities laws is required to be placed between the Auditor's a1y
Responsibility and Opinion paragraphs. 7o
1A-26

© 2013 DeVry/Becker Educational Development Corp. All rights reserved.




2014 Edition — Auditing Final Review

AEFVEE N O FREMEIC T 2 A Z R 3 2 MR FHK Y &, BEADE
EX EBRXORICEET & TH D,

7747 & FIS @ notes
W2 B R 2T > TV DD
T, EEBERIZTELT A4
BEIAR,

The reference in the other-matter paragraph (between the Auditor's
Responsibility and Opinion paragraphs) the qualified opinion on the Year 1
financial statements is not properly placed. Other-matter paragraphs should

LV,  Qualified opinion
on the Year1 |, ERX5 &
THEHR OB ICEE I N=Z D

be placed after the opinion paragraph and after any emphasis-of-matter EFHEK S TR IS RE T
paragraphs. %
8 o
FOMFHEX S BEAANOELXS L BERRGOM) TO Yearl DM B34
RICOWTORERRICKT 25 KT, WUICEE S TOHRY, Z0Off
FHEXTE R K L RFAHEEX S ORICEE T RETH D,
The reference to the component auditor in the opinion paragraph is
incomplete. It should specifically include the words "unqualified opinion" to
describe the type of opinion expressed by Karl & Karla. FENIR Component auditor
. 2 ko THRNSNEERE Y
_ LT D BRI,
BRES COMOEEA~DE RIFFELTHS, Karl & Karlalck>T |
WARBNTCEREZFTLRT DIILT - & ) L EEERESR LWV EHEE
GHHRETHD,
The emphasis-of-matter paragraph following the opinion paragraph does
not include the terms "substantial doubt" and "going concern." These terms
are required to be used in this paragraph under these circumstances. =LV, going concerniZ-2>\»
10 T IZ & 7 "substantial doubt”

B RIX A3 < SRFHF XA T O BERR” & ikt 36" ) llFEZ B AT
WY, TR MFRIFIZDO L) R H LA ZOXS THEMT S Z
LR HND,

& "going concern” D &% & W
DUEND D,
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T:ASK-BASEDSIMULATION3:5ubsequentEvents

Subsequent Events | Authoritative Literature | Help |

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.

. 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.

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.

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.

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.

On January 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.

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.

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.

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.

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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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

adverse opinion

disclaimer of opinion

opinion

these financial statements

‘:a""\ I | ‘;dlli.—E; l OK

Cancel

The unmodified opinion issued was appropriate

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

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

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

The unmodified opinion issued was inappropriate;
the auditor should not have been associated with
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TASK-BASEDSIMULATION3:SubsequentEvents

Subsequent Events IAuuwt'rtative Literature | Help |
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ReZFITEAESh, BEeR~ ML —2 (GBHFHAE) Shiz,
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BR LT, 77472 FOREZFITEIELZBS TELTRBY, 77472 MO
X ZOFRICFEE L, 72720, 72947 boOR#ELEFENEZED D LD HoR
RIZLT=FRERNBINERNZ EERLTZ, 7747 bOREFIF#ELOI
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TASK-BASEDSIMULATION3:SubsequentEvents <fR%& - fi#di>
* B[ D Subsequent Events (DWW T, R NOEMT L EERE~DRELEZ D,

Subsequent Events OFHEE & %fits
Type I event — 5 HBEIZBEIZRR 23R4 L CUVvie 5« FIS ITIEIEEE,
Type IT event — 5 H LARRICIRR 235642 L 7o 354 - FIS ICEEERELENEEZ D13 note IZHHR,
EENDET
Audit report date & T : FHE « FEROELH Y
Audit report date LARE : FHA - MEFEOE(LITRWVAY, R S 2Ll BIXfEERT 5,
—  EAREEZL dual date (T

Questions Answers

On February 10, Year 3, the auditor discovered that a material

was worthless due to the deteriorating financial condition of one of B R,

receivable included in the December 31, Year 2 financial statements REDOFENH D, BRIE T A8 E

the client's customers. The client did not adjust the financial BHEFEHIIEAREERAM LD AN
statements for this occurrence, but fully disclosed the matter in the FREINTNWLEDO T, BEE/ AT

notes to the financial statements. DEENRSH S, —OFERKITLE
1 BRESUICEE L TV HR (Type 1) 72

BEREAELE LRy, MiE#ROME (Notes) TH43IChH ;}‘ 2
REIT ST, °

DT, H N DEIE D VL7 pzs
Year3E2H10H ., #H AL Year2dEO Mg 1C aij’bfh\h%% b5 ﬁﬁffﬁ;%ﬁ f%fiiiﬂ‘ﬁ’)

REEOTERE N T4 T v FOEB OO MBS IRILE IC ’ . BTN e
. - PSR OATLORM P IS o 20T, FEMICE U CIRE
{ﬂﬂ’fﬁ@f;b\\_k%%ﬁﬁbf;o 77/1)77/ F&i;@ﬂj%%iuob\‘(ﬁj %ﬁﬁ)xﬁﬁﬁﬁﬁ§%% émél\e%w@

On February 23, Year 3, the auditor became aware of information FAEDOEALIL VD, BB OHR D

leading him to believe that the client's investment in marketable BERZINBRXNE S pEd
securities was materially overstated in the December 31, Year 2 <h b, B&ﬁ%ﬁﬁ)rﬁﬁﬁﬁﬁg‘ﬁ@]
balance sheet. A EDORITEZIZ OV T

2 A DOEEZADR, f_f_b\ AT

T Thol,

On February 11, Year 3, the auditor discovered that, due to a

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

3 payments had been properly recorded. TVLOT, WECTHEND D,

0)350)?%2‘?%0)?%“ TR LR T oOmENRbNIZZ EEEA | EADBEYTH S,
L7z, ZOBRITIHTEN DI Do Te, i NFREFEE L
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TROONDBDOFIEZATH Z LA TET, THNW D EENZ Gk S
NI L WO TR EG5 Z &Rk o7z,

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.

Year3sE1H14H, BEENIT I FA4 70 FOFRER— 7+ U AI2H
HEMFAEZFIC OV T, Year24E12 A 31 B 7> 5 B S I AHS k& 2338 L <
EooTWEZLERR L, 7747 MIZOHKFEIZONT
MBEHERZEESTT, MEHEROME (Notes) TH ZDOIEIZHON
TR LZeh o T,

PRI BT eV, M TR E B LI )
ThHoT,
W FER B 1% O B& A AR DT fE D2
BIB IR TIEAR,

On January 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.

Year3fF1A3H, A NIIMEERDREE Ok FEIZ X5 RIETA
AEte, BIETHARETHICE YV ERREBR LG EEHEA
L7,

REOCELEN DD, AU BEHRERICH
DDHRE TR,
BHFERIIEEREERITHOERTD
D, BEENTHAECEELH D, ZDF
ST, MB#HELOREE OREMEICE
LWEEERNEL TWDHRETHY, 20
X O IR B W CTEERE T3 & i bR
L., MEEEERICEGT D& TER
AN

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.

Year342H20H, WEIWLEEHFAEOMERE, Year32H12H L
e, BEA NI L » THEIREAETIE: PO T n—01iTbh
TWRNWIZ ERFEREINT,

FREOE(T T 70V, M I & LI IE
o MG AEENA O ST EEERE,
AW ER % (2M200) X, BEAET
fe & 2L DB,

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.

Year382H27H, WEIWEEBEIAEOMER, B E 2 75HE O
SR Z EBRIIZEMNET, EhALTHENTHD b L HHHE
FELTWEZENERENTZ, LLARNGS, RS TOR
WOFEEEIE30 A INIC KA Db TR Y | FEERGOBERH &%
BEITEA S, EHeR~ P L—2 (GBHERE) Shiz,

MEDOEMNH D, ML E LI G)
Th-oT,
ERREEAMZTH-TH, LERER
T2 OEEZRKS Lz Z SRV
BlE, REEZETL2ETNELD, &
BlDr— 2Tk, BRI FHEE T LD AR
DEETETWDORETH Y, WEIEREE
ERNEYTH D,
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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.

Year3E2H4H, BEEBENIZY 74 7 v b BLEW B EEOFH THE
ETHEIILERR LI, 7747 FOREFITEIELZM TR
LTEBY, 7947 FORELIIZOFRICRAELE, 2L,
I IAT v hORELITENEED D LY LRRIC LI RE AN
MINBIRNWZ L BRI, 7947 FOREEIIHELOBSIC
PR D EBZ TN, RROBERIZZORE TIZIABEMICRAED 5
T EIFHRAR ST, YRR D LTI, 7 TA4T
YMIZOBERERLER (A L L CEHEET, ME#EETDH
ZOHIZOWTHR LN, AROHGE G252 2L ER
NoTz,

MEDOEMENH D, REER AN
EERN#EYThH T,

AR EAMANC Y ERDIE A I NT
WHDT, BEENTIHAECEE D,
L DA ) probable but not estimable
T D DT, Footnote~DBH/RINER S
%, BIRBMTON TV WD T, EEMEIZ
JE U CRRERE R X IIREIER R E 725,

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.

Year3E1A19H, B NIZZ 74 7 v Fivea ERMao "l gerE D
HETVA L ORREOEDEGLEY a— /L LT Z IR0
oo Va—nruar I Lo RAHRERITEKRE 7208, AEMICE
UIECRBL DI N TE T, 7747 MIME#ERICZO
BHERLER (B L LCGHELE,

MEDOELEN & 5, HEEEREES R ITE
THoT,

B A B AR Y E SR ST
WLHOT, BEENTHECEER S D, &
A iZprobable and estimable T& % @ T,
FREWEH & U TR ET 5 o0t e sxEh
WM TH 5,
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TASK-BASEDSIMULATION4:Research

i | 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.

|EI’-{‘E! Search Here Search I Search Within I Advanced Search

Previous Match HNext Match Previous Result Mext Result

FASE 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.

Source of answer for this question:
AU-C 700.53

Keyword: Prior period financial statements
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NOTES
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